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LETTERS TO EDITOR, r ^ 


Not at Gunpoint 

YOUR editorial comment To Vote or 
Not: At Gunpoint’ (October 9) unfortu¬ 
nately falls prey to routine police propa¬ 
ganda. Since three decades, the police 
and government have been’ desperately 
striving to portray revolutionary counter- 
violence against the enemies of the people 
a.s violence on the people. So also docs 
this edit. Never in the history of the 
CPI(ML) since its formation in 1969 was 
violence directed at the |)coplc. Today, 
after coming out of the sectarian mistakes 
ol the past, the f'Pl(ML) (People’s Warj 
is even more firmly rooted among the 
masses than ever before. The aim of the 
PW. as stated in all its maga/ines, is to 
mobilise the masses for the scizuie of 
political power. The boycott of elections 
is not an aim, but a mass education drive 
to bring out the futility of the present 
electoral process, to convince the ma.sses 
to reject it, and to inculcate in them the 
realisation of the need for protracted 
people's war in oalcrtocsiablish a people’s 
democratic dictatorship. In fact, to force 
the mas.scs (at gunpoint, or otherwise) to 
do any ta.sk would, quite obviously, be 
counter-productive. Revolution can only 
advance by rclca.sing the initiative of the 
masses; while any force or pressure would 
only dampen it. 

So there is really no logic to what is said 
ill the edit or in government propaganda. 
In fact, 1 have before me the latest issue 
(November December 1999) of the maga¬ 
zine People's March which gives a de¬ 
tailed account of the PW campaign for 
boycott in Bastar. Here, it is reported that 
two-day long educational classes were held 
on the issue; mass meetings were con¬ 
ducted by mass organisations, campaign 
teams and the squads; and cultural troupes 
went from village to village campaigning 
for election boycott through street plays, 
songs, etc. Now, does this smack of boycott 
at gunpoint'.' Counter-violence on the 
(xilice forces or [Htlitical leaders is not to 
be confu.scd as ‘force on the people’. The 
I'onncr is merely an inevitable part of the 
tmgoing class struggle. 

Now to take the other point of suppo.sed 
high \oier turnout in I’elanganu. When 
one reads the high-profile publicity given 
to the supposed 80 per cent voting in the 
PW’s .sec rotary’s village, or in the villages 
of the local p.irty comrades, ore is bound 
to become suspicious about the means 
employed to achieve this. Portraying a 


high voter turnout in Telangana to dis¬ 
credit the revolutionaries is part of 
Chandrababu Naidu's propaganda war 
against the naxalites. It needs on the spot 
investigation to sec how this was achieved. 
But what should be obvious to all is that 
the PW continues to be a major force in 
AP in spite of the large number of killings 
of its cadres during the la.st few years. This 
is a barometer of its mass ba.se and the 
support it enjoys amidst the twin attacks 
of massive policc/paramilitary forces and 
World Bank-sponsored populist rural 
schemes - inconceivable without deep 
roots in the ma.sses. If, us the edit implies, 
that PW no longer wields influence in 
Telangana, then why is there the contin¬ 
ued presence of such large forces? 

Finally, to pit the Ka.shmir boycott vi.s- 
a-vis other boycotts is eclectic. There is 
no doubt that the entire masses of Kash¬ 
mir, including the elite, do not consider 
themselves as part of India. And, as your 
edit quite rigliily says, the boycott was 
near-total in spite of military force. But 
such nalionalily movements, in which 
secession is an immediate demand, are 
quite different from a long drawn-out 
protracted war which has class divisions 
and where the goal of political power is 
nut immediate. The two movements and 
the effectivity of poll boycott calls should 
be understood in this context. Even as¬ 
suming the effectiveness of such culls is 
as yet less in other areas than in Kashmir, 
it only indicates the level of people’s 


rejection of the government, not the method 
of achieving the boycott as the edit tries 
to make out. 


Chennai 


Vasant Kai^ 


Securing Apologies 

I STRONGLY feel that VHP and its allied 
organisations are least bothered about the 
honour of Hindus when they oppose the 
visit of the Pope to India. They simply 
want to u.sc the Papal visit to browbeat and 
terrorise the Christians of our country. If 
they really want to secure apdogics for 
all the in justices done to Hindus in history, 
then the first apology must l>e sought from 
brahmins or worshippers of Shiva. Do I 
need to tell them that Ravana who kid- 
nap|)cd, harassed and wanted to dishonour 
Sita and caused immense agony to 
Uhagwati Ram, was not only a brahmin 
but also a great worshipper of .Shiva 
according to Goswami Tulsidas in 
Ramayanal What about seeking apology 
from the kshatriyas of today for the sins 
of Kauravas of Mahahhnrat who nad 
dis robed a Hindu lady, Droupadi in 
full public view? The VHP must also tell 
us from whiMti we should demand an 
apology for the severing of the thumb of 
Ekiavya. 
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Market for Corporate Control 


O RDINARII-Y Modi Rubber is noi the kind of company 
that one associates with precedent-setting, even in India's 
generally lacklustre coiiwrate scenario. With a turnover of 
around a thousand crore rupees, a sick subsidiary, pricc- 
oaming ratios that occasionally drop below zero, it clearly 
belongs outside the group of the brightest and the be.st. Yet 
MRL is making news today. It is the fir.st company in which all 
the development financial institutions arc divesting their 
cumuhitive stake in a co-ordinated fashion to the highest 
i)idder. This tict of heresy has moved two apex chambers of 
commerce and industry, the federation of Indian Chambers of 
Commerce and Industry (FICCI) iind the Associated Chambers 
o( Commerce .md Industry (Ass«tcham), to throw away their 
high-minded advocacy of governmental non-interference iti 
the working of the financial institutions (FIs). Both have 
appealed to the government to intervene and .stop the FIs from 
selling off their .stake to the highest bidder as propo.sed, which 
is bouini toresult in achangeof management. TlieConfederation 
of Indian Industry (CID has, to its credit, hehl on to the 
principle of the gvivernmerit allowing the FIs to get on with 
their commercial operations without hindrance. After initial 
dilheiing, the government too seems to have decided to keep 
out of the row'. 

S\\ FIs-IDDl. Il-Ci, ICICI, UTI, (JK and l.iC - together 
own 44..‘5 per cent of MRL’s equity. The V K Mtxii group, the 
promotor, is rcjvorted to hold around 23 per cent of the 
cotiipnnv’s equity. For the quiirtcr ended June 1999, the 
company hits reported a profit, but it is a relative laggard in the 
lyre and tube business. 'Jliis, along with the company’s 
management style, marie it qualify as a target forth vestment by 
the FIs, as per the recommendation of the Basudev .Sen 
Committee rc|xin of 1997. The committee had recommended 
that the FIs .should exit inefficient ctunpanies. For the last one 
year, the FIs have been negotiating a price with the pn>motors 
but have not been able to agree on one. Now they have decided 
to sell the slake to the highest bidder. The Modis have objected 
to this. They wtint to have the right of first refusal and ii 
negotiated price. This demand is endorsed by the business and 
industry associations as well. 

The core issue involved in MRL is accountability of the 
management to the sharchtrlders. Any enterprise repre.scnts a 
chunk of .stK'icty’s savings handed over to a management to be 
deployed as capital, that is to say, used in a manner that 
augments production and generates additional income streams 
Idr the future. .Sound managements put the resources at their 
command to gowl use, cn:ate incomes and Jobs, .service the 
capital obtained in the form of equity and loan and leave 
something over for the company to grow. Managements that 


usethcresourecsaithcii command less than optimally have no 
business to continue to be in control of companies. They 
should lie removed and the assets they control redcpUiycd 
under more efficient managements. If this fails to hapijcn. 
society's re.sources wtJuUI be underemployedaiulthcgencmtion 
of incomes and jobs would be less th:in what could have been 
achieved. But how is a change of management to be achieve*! 
in inefficiently nm companies? 

The answer I ies in an efficient market fm- corpoi ate contnU, 
r’ompanies should K* allowed to be taken over by those who 
think that they can run them better. The prevailing .share price 
rellccts mvcstoi's' estimates of future income streams Imm the 
company. If the ciunpany is running at optimal levels *)f 
efficiency, the share price would reficci the fact. It would not 
be worth anybody's while to buy up those shares at a price 
higher than the current price, because future income streams 
would not justify higher current prices. However, when a 
company is run sub-optimal ly, it makes .sense to buy up a 
controlling stake in it by making an *)utlay justified by luture 
income .streams from the company Uuight over, and to run that 
company. This can hapixm if there is a functional market Idr 
corporate control. 

Minority shareholdeis who do not ajiprove of the way a 
company is mtuiagcd should have the opporiiiniiy to vole with 
their feet, by selling out to those who w'ant to buy up the 
company. The raidei’s oiler might be countered by the 
incumbent management, which might offer to buy up the 
shales itself, at a price that matches or belters the price offeretl 
by the raider. In that case as well, the existing investor would 
get a better pi ice for his shiucs. Aiul the incumheni management 
would have to improve the subsequent performance of the 
company to be able to finance the additional outlays mad,. !di 
purchasing the shares at a price higher than the price olfcii il 
by the raider. Apart from aci|uisition and merger, another wav 
of removing incompetent managements is through liquulaiii .ii. 
When a bankrupt company is liquidated, its assets would be 
sold and purchased by those who intend to deploy ilicin hack 
in production. 

In a situation where corporate contmi can chaiiyc baud', 
relatively easily from incompetent iiianagemem.'. to belter 
ones, society’s re.sources would be optim;illy utilised, incomes 
and jobs would grow and everyone would benefit, save the 
incompetent management which loses contnil. In Irulia, 
incom{)etent management rules the loost in most companies. 
Tltis is because there is no functioiiul market for corpora'*' 
control. Financial institutions are used to acting ;i.s sleeping 
partners w ho Uilerale the w*)rst abuse by managements of the 
resources at their command. With the onset of the economic 
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rffonns. His arc under pressure to reduce 
the levels of nt)n-|x:rforn)ing assets on 
ihcii books, so us to remain coinf>ctiti vc in 
lernis of cost of funds, ticncc Ihcir desia* 
io e.xcrcisc the option of exiling ineffi- 
eicntlv tun companies. 

Tlicrc is no rationale lor otfering any 
I iiidof|)ii>tcctionioincflicicni numugemcnis. 

I he right of first rctusal asked for could he 
operationalised, without making it into a 
soil ol fuiul.iincrilal right, liut this has to 
be at the best pi ice on offer from would-be 
piii’chascis of a controlling stake or at a 
piiee superior to that. In the present 
instaiiee, the Ms should get the best price 
possible for ihcir stake in the company, 
possibly from a rival tyie maniifaelurcr 
and still retain the option ol selling ihcir 
slake to the Modis at that price or a better 
price. IJiH lliiseonee.ssioneunnol lie allowed 
to be exploited by the management uiMle,r 
ilm-al a.s a ploy to delay and thwart the 
whole pioec.ss. It the Ms succeed in their 
el fort to exit MkL. that will help create a 
situation in vi, Inch inelficieni matiageinenis 
lo.se eoiitiol and share prices rellecl more 
elo.scly the true potential of a company. 

I he benefit would lie economy wide. 

ki:.SM<V.\Tl()N 

Jats Join the Party 

•SO.Ml-.W IIA'I'akin toeabinclexpansion.s 
to aceoinmodate disgiuntled elenienis 
wtiluii the ruling bloc, the list ol other 
b.iv'ksvaiil s’aste.s tOIJCs) eligible for 
.illiri'.'ative action on part of the central 
covernmeni and the stale goveiinnenls, in 
iIk- li;'hl ol the Mandil C'oiiiini.sMon leeom 
mcinlaiioii.s, has been undergoing sueees- 
■sive expansion. That snehslepsaicinvaria- 
bl) taken in the immediaie pre-poll or 
posi-|H)li eiivuinstanccs goes to highlight 
that llie thetone of social justice not 
wiih.sl.iiuliiig, alfirinaiixe action has 
bccoiMc a tool ill the hands cf the contend¬ 
ing p,•"lies 111 ir.iilo political l.ixoiirs for 
liohiRal support. 

I.vei siiKcihc Mandala-conimendations 
became an iirevci.sible pait of Indian 
poliiK s. the countenance of political par¬ 
ties. cspcv tally Ml noilli India, has itndcr- 
goiiecniirnumsehaiigc.The latestilcvelop- 
rneni to effect fiiilhei Iranslormalioii in 
pi lilt leal ei|iia(ions in western HIM hit yana. 
kaiasih.iii and the tiaiuinal capit.il terri- 
luiy Ilf Delhi has been ilic iinprossivo 
cxiiibiiioii of political clout by the jats m 
ilic icc. i.i I,ok .Sabha elections to foiiC 
avi.^'pi.iaci of their dcmaiul lot iiiehision 
'in!ie(.>Hi,'c:i!cgi)ry 'nioughlheepieenlie 
ol ihisson'iilsionwasthcJal Mah.isul'ha, 
ihc apex boii\ nt the community, s|>ear 
heading the caiiipaieii m kajasthan, the 
iippleeffect w.IS.seen ill 1 laryana. west UP 
•iiul Delhi, w licic the ( oi.grcss. which had 


championed the cause ol the jats, found 
itself routed in almost all the L(4: Sabha 
constituencies falling in this region. It was 
the Congress which aroused jal ex¬ 
pectation:; for the one status through its 
inanilc.sioslorthc iy9.^aiid IWSassembly 
elections in Rajasthan. But the party lost 
iat sympathy when it appointed, contrary 
tojai expeeiatioiis, A.shok Gchloi, a nuii- 
jat OBC, as the chief niini.sterof Rajasthan, 
who instead of tulfilling the party's poll 
promises, resorted to delaying tactics by 
instituting a new ci.ininiission to look into 
the pit demand. The jal disenchantment 
with die Congress h.is been an obvious 
gain lor the Bharatiya J.tn;ita I’arty (BJB) 
which. aOerthe NDA’s sweep in the north 
westcin bell, made it a point, alter coming 
to power, to promptly inehide jats and 
other 115 castes in the OBC list so as to 
refurbish its prn hackwanl image which 
has been severely dented alter the party's 
dcba..le in the I.i>k Sabha elections in Ul-*. 
That the jats liave come to oeeiipy tlic 
poiitieal eentrestage in the noith west was 
re-eunfirmed when the day afier the 
Vajpayee government’s announeement. 
Delhi's (amgress CM, Sheila Dixit, dee- 
laied hei government’s aeceplaiiee of the 
l,odlia C.'ommissiiin’s leeommeiul.ition 
grant )ats OBC status. 

I laving sueeeeiled in gelling ineluded in 
the re.serveil OBC category will no doubt 
help the jats to regain theii doininanee m 
Iural Kajaslhan where panehayulclex'lions 
are to he held in l ebi nary. Yet this can also 
engender a jal/iioii-jat divide amongst the 
OBCs, as the 2() percent non-jat OHCs in 
kajaslhan will grow increasingly appie- 
heiisive over the enhanced jat presence in 
the biireaueisiey and allied government 
services to the delrimeiil of numerically 
sniallei backward castes. In adjacent 
Haryana, wheie the jats form one iliird of 
the state’s population, it is the Congress 
which has taken up the jat demand for 
OBC reeognitit m The BJ F- INLD govern¬ 
ment. though ilependeni on jal support, is 
reluctant to iiiipleincm the Ciiirnani .Singh 
Commi.s.sioniepoit()f l')91 which favours 
jats’ inehtsion amongst the OBCs as the 
ruling alliance fears sueli a move would 
consolidate the non-jat OBC sections and 
other canes against it. 

If on the one hand, inclusion ol j.its 
within the t)BC will deepen the wedge 
iK'iween the nuincric.'illy dominant ad- 
vanci'd groups and the baekw.aid ones 
amongst i!.c OBCs, (Tohlical expediency, 
on the other hand, compels the treatment 
ofihe pits as a homogeneous category. The 
differences in soeio-ecoiwnnie status ol 
the jats in lkiryan:i and west UI’ on one 
side and kajasthan on the oliicr not- 
wiilistanding. affiimaiive action will tieat 
the jats oil ties, lienee the decision to 
ic.ix e out the j;e.s of Bliaraipurand Dholpur 


in Kajasthan for being erstwhile princely 
rulers or the de mand to confine concessions 
to jats of Ahirwal and Mew,!! districts in 
Haryana are sure to be side-tracked 
enabling the beiter-otf sections within the 
jats acro.ss the north-western belt to claim 
the lion’s sham of the gains from the 
stale’s dwindling largcs.se. 

FRIVATl.SATION 

The Wrong Way 

A correspondent writes: 

THE two commuter trains that collided 
headlong outside Paddington station in 
central London during the morning rush 
hours last month, killing some ,50 jK’opIe 
in the UK’s worst rail accident in recent 
memory, were run by two different com¬ 
panies. with locomotives and passenger 
eoaches rented from three others. Yet 
another company owns the track and signal 
equipment while the job of their inain- 
lenaiiec and repair was contracted out to a 
number of other firms. Contrasting with 
the unified system of a single stale-owned 
enterprise that prevailed five years ago, 
before it was put iieuler the hamniei. pieces 
of British kail, the oldest rail system in (he 
world, now belong literally to a hundred 
different enterprises in the private sector, 
“liven rail regulation is fragmented”, 
poiiiteii out a report in \V<isliinf;t(>n Post, 
portraying tlie slate of British Rail in the 
post-privalisaiion era. It is iliis frag¬ 
mentation ean ieil to an absurd length that 
has btought the tail system in Britain to Us 
present sorry state. “Puneluiility and leha- 
biliiy arc down, laies are up, eoinpl.iinis 
are way up, and government subsidies 
have doubled since privatisation”. Tom 
Winsor, the governnient-appoiiited 
national rail regulator, a newly cieutcd 
post to SCO that the private owners do Ihcir 
|ob, has been quoted as saying. 

Anil, much like government depart¬ 
ments, the companies that constitute the 
eoniponcnts ol the privatised industi-y have 
earned notoriety lor blaming each other 
for the problems that users of the rail ser¬ 
vices in Britain encounter everyday. One 
of Britain’s leading iiutionul dailies, the 
Independent, recently narrated the hanow- 
ing experience of a passenger who got 
stuck in the toilet of a tiain: “I'hc door 
wouldn’t open and the itucreum was broken; 
in desperation he pulled the emergency 
brake cord, stopping all trains on the 
main line. The track owner blamed the 
train operating company, which blamed 
the passenger car company, which blamed 
the maintenance company, which blamed 
the passenger.” 

Hie only successful clement in the Briti.sh 
Rail privatisation process, according to 
the Washitif’inn Post report, is the rail 
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freight operation, with both performance 
and profitabiltty registering an appreciable 
improvement. (The paper proudly claims 
the achievement as an ‘•American tri umph”, 
the winning bidder for the main freight 
line having been an American company, 
Wi-sconsin Central Railroad.) British Rail 
wn.s brought under u single public sector 
giant by the Labour government after the 
.second world war and spared the rod by 
the government of Margaret Thatcher even 
as it embarked upon privatisation over a 
wide spectrum of the pubi ic sector telecom, 
power and water industries, extendi ng even 
to Her Majesty’s printing office. It was 
John Major's administration that KK)k on 
British Rail for privatising. But that 
government was in a hurrj', fearing a Labour 
victory in the elections that were in the 
offing, and fragmented the system more 
than anybody could have expected, creati ng 
the mess that the Paddington crash so 
tragically exposed. 

Not surprisingly, the terrible accident 
and the game of buck passing among the 
players involved, with the rail chiefs 
engaging in a fierce jniblic relations guerilla 
warfare to avoid being blamed for the 
crash, has given rise to angry demands for 
re-nalionalisaiion of the railways. Tony 
Blair’s Labour government has however 
shown no inclination to relent. Rather the 
e.f(ort seems to be to tighten regn lation and 
get the operatois to do belter and be 
aecoiiniable through inducements and 
ix^nullies. In a notable aetion howevei the 
autiuirities have stripped Railtraek, the 
company that runs the railway infra¬ 
structure, of its role as overseer of safely. 
“I'.very company has a lesponsibility for 
safely, but we do sec a eonlliet of interest 
here", Britain’s deputy prime minister, 
John Prescott, has been reported as 
acknowledging. 

Any moral for India'.' Those of the I .eft 
persu.ision will iiodouht find in the British 
experience a vindication of their distrust 
of the private sector and faith in the virtues 
of state ownership. Those at the opposite 
end of the ideological spectrum can of 
course (loint toGaisal tocuunterthe leftists’ 
claim. The .safety record of the Indian 
railways is not something that can bequoted 
as advertisement for govcnimeni owner 
ship. Nor will the users of banking ser¬ 
vices in India feel endnised to protest 
against the prospect of government 
offloading its controlling stake in the 
nationalised banks. Nevertheless, the 
government that is about to push the airport 
authorities at the major air terminals into 
private hands should ponder over the 
wisdom of handing over even regulatory 
functions to private hands. 

While the profit motive, if left unbridled, 
cannot be trusted to take care ol public 
welfare, social ownership by itself is no 


guarantee that public iiucrc.st will Ik- .served. 
Thi.s is the lesson that emerges from the 
poor performance of slate-owned entei- 
priscs in a majority of instances. What 
matters again is the efficacy of the 
mechanism for cnfoicing accountability. 
In the ab.sencc of such a mechanism, there 
may be little tochoosc between the public 
and the private sector. 

CHAKMATRIBAI.S 

Agreement in Limbo 

NEARLY two ycais after the signing ol 
the Chittagong Hill Tracts ((TIT) 
Agreement between the Bangladesh 
government and the rcpre.seiitativcs of the 
tribal inhabitants of the area, tlKTatier still 
continue to remain landless and homeless 
and face reprcsMoii In the |V)liee, according 
to reports cmaiiaiinc from the CU T and 
international agencies working there. 

After two decades of iiisuigency by the 
Chakma tribals foi indc|iciuleiice from 
Bangladesh, the .^vsami League govern¬ 
ment of Sheikh Masiiia signed the 
agreement or Decenibei 2, 1997, mulct 
tile terms ol which the iiibals who were 
forced but trom llicir lioinelaikl would 
return (from India w here they took iclugc 
luescapc|icrseciiti<>nfroin the Bangladesh 
security forces) and be settled m then I'lil 
plots of land, or given adequate compen¬ 
sation and rebel. I liiMssucol icscttlcnicm 
in their old lund.s had become complicated 
because successive goveiiimonts m 
Bangladesh during the two dccadc-long 
insurgency hud inducted large nuinbei s ol 
non-tribul people from the plains and 
settled them on the l:iiul left by ttieCliakinu 
pca.sant.s when they ilcd to India, or froni 
which they weie diivcn on; by the new 
settlers. While the oi iginal Cliukma t iwners 
ol the land were mainly Buddhists and had 
a different ethnic identity and language, 
the new settlers were Bengali speaking 
Muslims. But both sh.ared one thing in 
common. Both were poor peasants. It 
would be both dit llciilt and unfair ihei ctore 
todaytocvietfroinilie.se landsihe Bengali 
Muslims who atte; years of landlessness 
w'crc provided with land although the 
land belonged to "ihors and lienee the 
entire deal was ilh gal 

In order to tackle this tickli.sh {irobictn, 
the (’HT Agreeiiienl pinvided lor the 
setting up of a I .and Commission to hear 
arguments on behalf of both the original 
owners and the new sctlleis, .'ind decide on 
(hctchabilitationoftlicChakinuictiiinecs. 
The tenure of the Land (aiinnussion was 
to be of three yciirs. But the Land Coin 
mis.sion is yet tostarl functioiiiiig.aliliough 
more than one aiid-a-half years have 
eiap.scd since its establishment, liven if it 
starts its hearings now. and manages to 


give Its recommendations Ivfore thccxpiry 
of Us term, the Bangkulesh govcrnnicnt 
will be in .1 tight situation. In cases where 
the commission may recommend the return 
ol the land to the original Chakma ow tiers, 
the adniinistratiop will have to smst the 
Bengali setileis and fiiul suitable rcha- 
bilitatisin for Iheni. Otherwise, the CUT 
w ill w itiiess the emergence ol anew gener¬ 
ation 1)1 disgruntled oustecs this tunc 
Bengali Muslims. Incases where the cinnmis - 
sion may rcconiniend inonclary ci'inpcn- 
satioii tor the ('liakmaex-v)wiicrs in liciiol 
thciiTaiid, or alteriiutive moiles of rehabili¬ 
tation. the goveiiimeiit of Bangl.idesh - 
.ilre.tdy in Imancuil straits will fais‘ a 
huge liability Bcsiilcs, from the point of 
view of the ('liakma |)casaiiis, monetary 
compcnsalioii will hardly Iv ol .uiy use 
since they are 1101 trained 01 equipped to 
inve.si ill non ugi iculliiial \ ciitnivs. Simil.n 
measures to compensate tribal people in 
India in inoiieiaiy terms alter thcii oustei 
from ilicir lands by dams 01 mdustii.il 
piojccls have ended in niter f.uhirc. 

.Mcanw'liilc. the liuiopcun llnion, • : 
of the main fiiiuling sources to tiel; 
Banghidesli. has d.'cidcd lU't to lumi 
development aetiviiicsin the CM T as Imig 
as tlicie is no substantive piogiess in the 
impicineiiiaiiiin ol the peace .iccord, 
iticliiding a .start lo the work of the Land 
Commission. Apait Irom prcssiire.A iioin 
inteinational agencies, the Baiigladesli 
goveimnent is also getling a lot of ilak 
fiom voluntary oiganisalioiis. The 
Intfigenoiis aiul Tribal People’s Netwoik 
has alleged that Bangladeshi .sccui 11 v lorccs 
coiitiiuic lo coinniji seiioiis liiiman iigliis 
abuses l)y firing upon ixaicclul (lemon 
stralions, killing and injinitig Chakma 
piotesicrs and aircsiiiig ('llicrs. .Mliiougli 
the Chakma insurgents have stirreiideicd 
tlieii ill ms lollow ing the ('I IT Agreement, 
the governnieni continues to inainiaiii army 
camps in violation (>l the letnis ol die 
aceoid Besides, llieie lia\e been eliaij'.es 
ol otiicial disciiniiiialioii beivveeii the 
Cluikmu ivtiniiecs and the Bengali seiilers 
the. lattei tiemg favoiiiahly Healed b/ ilu; 
udminisiradon. 1 he I'uligeiunisund I iib.il 
People's Netwoik is to take up the issue 
with ibe I imled NationsCoinmiltce on llie 
I'.liminatioii ol Raeial Disetmimaiii)ii 
which is toliearthe implenientalioii ol ihe 
R.'Kial Diseiiininulioii CoiHeiitioti in 
Bangladesh in Maieli 2001. 


On aeeonni of the Diwali holi 
days there will be no issue on 
Noseinber 1 I he next issue will 
be dial ol November 20. 
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CURRENT STATISTICS ' EPW Research Foundation 

I'ollowiiit! <» sudden rise in demand fof bunk credil by the cuininercial iiector. expansion in non-f'iKMl eredil this year so far is (knible that in the 
eoniparahle (wriod ol laM year. Tlie rise in lianks* investment through bonds and other inslrament-) ha.s been liwer Itiercase in banks' investment 
in approved <>eeiiiiiies eoiiiinues to outstrip that in bank credit including commercial investments. Growth in banks’ aggiegale deposits has decelerated 
this year. 
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COMPANIES UPW Research OFoundation 


Cl-SC’ 

Relying on Tariff 
Increases 

C'hSC, ail K P fiocnka gioup company, 
sulfcrcd losses tor ihc second consecutive 
year in IWS-'W. After posting a net loss 
ofRs 114.8crorcin 1997-9K. the company 
saw its botiomlinc dip even further into 
the reel the next year to show u loss of 
Rs 128.1 crore. Ironically, (’ESC was in 
I he black for 100 years of its ex istcnce and 
it is only in the lOlst and 102nd years that 
things have gone awry. 

riic company’s contention in the pre¬ 
vious year was thai it would continue to 
suffer losses unless there was a revision 
of larifl which was lung overdue and that 
it would take up the matter with the West 
Bengal government, riie last tariff mvisioii 
of around 9 |Tercent was allowed toCESC 
111 November 1W6, after a gap of 22 
months. After offsetting the increase in 
cost of power purchased from other 
agencies, including WB.SEB. this left a net 
margin of only about 2 per cent to the 
eoin|)any. There was no tariff revision 
during 1997 98. 

The(.'aleutta-based company purchases 
Jibout one-third of the |xiwei it distributes 
from WHSl'.H. After the .setting up of its 
Budge Btulge phint, it saved substantially 
on expenses in 1997-98 and 1998-99. 
I lowcverthe huge interest and depreciation 
burden arising from the new plant has 
taken its toll of the Company's prolltability. 
While interest and depicciaiion on the 
plant touched Ks ftOcroie in 1997-98. they 
.sky locketed to Rs 210 crore in 1998-99. 
But lor this expense, the company would 
have farc't well as can be seen from the 
fact that it posted an operating piolli of 
R.s2IK.7 crore in 1997-98 and Rs 361.4 
crore in 1998-99. 

Meanwhile forihe first halfof the current 
year, 1999-2000, C'n.sr has reportedly 
turned around ftillowing the tariff rev ision 
effective from October 19.1998. The ctun- 
pany claims that this was also a result of 
containment of operational expenses 
and successful operation of the Budge 
Budge unit No 1 (250MW). WhilcCh.SC s 
ow n generation increased to 1.423 million 
units (MU l.conipaied to 1,193 MIJ earlier, 
the Budge Budge unit No 1 achieved a 
plant load factor of 77 percent m the first 
i)uartcr. 


Though the ctimpany’s sales in 1998- 
99 increased hy 12.1 percent in value 
terms and front .5,019 MU to 5,071 MU 
in terms of electricity generated and 
distributed, u recessionary trend in the 
user industries put a rein on profitability 
as well. This can be seen from the fact that 
high-tension industrial sale.s, the principal 
remunerative segment, declined by 10.2 
per cent reflecting the recession in 
industries, particularly steel works, inlliiig 
mills. Jute and chemicals. 

CI’.SC has now approached the West 
Bengal government for another round 
of increase in power taiiff. Though 
the utility company went in for a price 
incieasc in Ocmlser 1998 of about 19 to 
20 per cent, without another increase it 
docs not expect to post profits. In tact, 
CESC' had earlier asked for an inctcusc 
ot around 24 per cent and it has repealed 
this pica. 

Though the cost of generation triim the 
comp.my’s Budge Budge unit is Rc 1 per 
unit lower than the eo.st of power imported 
from WB.Sl'.B, it is compelled to import 
600 million units more than it requires 
annually liom WBSHB. The extr.i hiirdeii 
ol around Rs 60 erorc has to he home hy 
the consumer. I'lioughCF.SC.'claimed that 
it did not wish to purchase the power It om 
WBSliB, the stale government mamiains 
that Ch.S(' should instead shut d«>wn the 
Mulajore and New Cossipure plants as 
they are unviable. These two plants together 
employ around 2,(KXi workcr.s. 

CESC." s stock pi cscnily tiuoies at around 
R.s 36 on the bourses. 

(iOORliJ SOAPS 

Tough Competition 

Godrej group company, Godrej Soaps, 
saw a mixed [x-rformance in 1998-99. 
While net sales were higher by 27.3 per 
cent over the previous year, operating, pmfit 
improved by 6.8 per cent over the same 
period. Howcvci, the ab.seticc of any 
substantial non-operutional profits (1997- 
98: Rs 47 rore) and a sharp increase in 
interest charges tup 13.7 |X’i cent), saw 
the company go deep into the red with a 
net loss of Rs 33.8 erorc after posting a 
net profit of Rs 15.6 crore in the previous 
year. 

Fierce cnm|)etition from players such as 
Hindustan Ixjver affected the company’s 


performance A drop in stiles to the Canteen 
Stores Depaitmcnt and absence of sales 
to other companies for eross-promolions 
resulted in an overall drop oi 7 per cent 
ill soap volumes. Further, exceptionally 
high pnce.s ol imported raw material 
tnim .Soiith-F.ast Asia for most part of 
the year had a drastic impact on 'he profit¬ 
ability of soaps. Contract manufacture 
ot soap brands of other companies too 
was at a low level during the year under 
review 

G(Klrc| Soaps has now acquired detergent 
hiands f-'/ee, Trilo .'ind Key from Gussoiis 
India for an undi.scloscd amount. While 
Godrej Soaps will also niuiuitacluie, sell 
and distribute the ImjK'rial Leather brand 
of soap and talc owned by CJiissoiis, a UK- 
bused .soaps and detergents major, (iussoi IS 
India will retain marketing rigliis to the 
brand. Though Godrej .Soaps has its own 
liquid detergent brand, Uip. which has a 
15 per cent market share, the newly 
acquired F./ec is India’s largest selling 
liquid detergent braiul, notching up annual 
sales of more than Ks 18 ciore. With the 
acquisition ot the latter, the coe.ipanv 
claims to have sccuie more than 7.5 per 
cent ot the eountry 's Rs .k5 eroie liquid 
detergent nneket. 

Meanwhile, for the first qii.iilei ul 
1999-2tKM), Godrej Soaps posted a net 
profit of Hs 5.2 crore against a net prut it 
of Rs 1 eiore in the eoiiespondmg 
period of 1^07-98. While iiiconie Iroin 
operations touched Rs 193.5 erorc as 
against Rs 191.3 croie in the same period 
last year, operating profit improved 
from Rs 22.2 crore to Rs ?().! croic. Din ing 
this qu.iiter, while the tuinover of con- 
ti'iict soap maiiufucinring by the emn- 
pany dropped, sales of its own .nands 
improved. 

i:.S.SAR SI’EEL 

Under Financial 
Rc.structuring 

The Ruiu-piomotcd Essar .Steel suffered 
a huge net loss of Rs 496.5 crore in 1998- 
99 as compared to a profit of Rs 24.7 crore 
in Ihc previous year. While net sales de¬ 
clined by 10.4 per cent over the same 
period, opt'raiing profit plunged by 74.3 
per cent. Ptxir offtake from the main user 
segments like housing and infrastructure 
forced other major units as well to .scale 


31.56 


Economic and Political Weekly Novemlier 6, 1999 


The Week’s Companies 

(Rn lakh) 


Financial Indicators 

CESC 

Godrej Soaps 

Essar Sited 

March 

1999 

March 

1998 

March 

1999 

March 

1998 

March 

m9 

March 

1998 

Incomr/appropriations 

1 Net sales 

162.5.38 

144968 

84673 

66500 

199717 

222970 

2 Value of production 

162538 

144968 

85658 

65.39.3 

216811 

230146 

' 3 Other Income 

7560 

6334 

923 

1302 

9900 

13298 

4 Total income 

170098 

151302 

86581 

6669.S 

226711 

743444 

S Kaw malcrials/slores and 
spares consumed 

6806 

7213 

28553 

25179 

140342 

110885 

6 Other manufacturing expenses 

94782 

94242 

36146 

205.38 

35.346 

24489 

7 Remuneration to employees 

20002 

18601 

5162 

4994 

4859 

3623 

8 Other expenses 

12368 

9376 

12169 

11721 

25455 

23742 

9 Operating profit 

36140 

21870 

4551 

4263 

20709 

80705 

10 Interest 

29623 

23222 

6048 

5.321 

45319 

41684 

11 Cross profit 

6.521 

-36.37 

-1272 

.3(>42 

-17023 

319.33 

12 Depreciation 

19329 

7838 

2104 

1971 

32622 

292.32 

13 Profit before tax 

-12808 

11475 

-3376 

1671 

-49645 

2701 

14 Tax provision 

NA 

NA 

NA 

no 

NA 

231 

1 5 Profit after tat 

-P808 

-11475 

3376 

1.561 

-49645 

2470 

lb Dividends 

NA 

NA 

77 

917 

NA 

NA 

17 Retained prafil 

- 12808 

11475 

-3453 

644 

-49645 

2470 

Liabilitics/assets 

18 Paid-up capital 

6337 

6027 

6314 

6514 

33035 

330.35 

19 Reserves and surplus 

186496 

201682 

22051 

26206 

1.58622 

20838.3 

20 Long-term loans 

292762 

278.508 

33606 

2(i2.36 

460367 

449001 

21 Short-term loans 

31845 

.33656 

12837 

18603 

88257 

67192 

22 Of which bank borrowings 

31368 

310.35 

6412 

9428 

87757 

67192 

23 G 10 .S.S fixed assets 

584.546 

550(M5 

47631 

4618)9 

622215 

679532 

24 Accumulated depreciation 

71568 

51567 

15322 

1,3040 

138372 

104202 

2S Inventories 

6555 

7193 

10280 

11.345 

6907.3 

76860 

26 Total asseis/liabihtics 

625297 

599722 

91355 

87306 

850169 

863847 

Miscellaneous items 

27 F.xcisc duly 

NA 

NA 

5709 

.5764 

26574 

28977 

28 Gross value added 

58181 

.37718 

9562 

17688 

31677 

575.34 

29 Total loreign exchange income 

2 

2 

7292 

10914 

47954 

46887 

.70 Total foicign exchange outgo 

12463 

11519 

36101 

24886 

58291 

64545 

Key financial and |>erfurmance raliixs 

31 Turnover ratio 

(sales lo total assets) (%) 2.3.99 

24.17 

92.69 

76 17 

23.49 

25.81 

32 Sales to tot.il net assets (%) 

31.41 

27.89 

113.19 

85.74 

26.98 

29.43 

73 Gross value added lo 
gross fixed assets (%) 

9.95 

6.86 

20.08 

38 44 

5.09 

8.47 

34 Return on investment 

(gross profit lo total assets) (%) 

1.04 

-0.61 

-1.39 

4.17 

-2.00 

3.70 

3.5 Gro.ss profit lo sales 
(gross -uargin) (%) 

4.01 

-2.51 

-1..50 

5 48 

-8.52 

14..32 

36 Operating profit 10 sales (%) 

22.23 

15.09 

5.37 

6,41 

10.37 

36.20 

37 Profit before tax to sales (W ) 

-7.88 

-7.92 

-3.99 

2 51 

-24.86 

1.21 

78 1 ax pnivisiun to 

profit before tax (%) 

NA 

NA 

NA 

6.58 

NA 

8.55 

.39 Profit after tax to net worth 
(return on equity) (%) 

-6.64 

■5.52 

-11.90 

4.77 

-25.90 

1.02 

40 Dividend (%) 

NA 

NA 

NA 

13 (K) 

NA 

NA 

41 Haming per share (Rs) 

-20.21 

19.04 

-5.78 

2.30 

-15.03 

0.75 

42 Bonk value per share (Rs) 

81.89 

108.75 

.38.77 

44 77 

58.01 

73.08 

43 P/E ratio 

-1.78 

NA 

-9.00 

NA 

-1.00 

NA 

44 Debt-equity ratio 

(adjusted for revaluation) (%) 

564.16 

424.90 

142.91 

94 97 

240.21 

185.99 

45 Short-term bank borrowings 
to inventories (%) 

478.54 

431.46 

62.37 

83 10 

127.05 

87.42 

46 Sundry creditors to 
sundry debtors (%) 

80.99 

58.19 

116.02 

104 67 

NA 

NA 

47 Total remuneration to employees 
to value added {%) 

.34.38 

49.32 

53.98 

28.23 

15.34 

6.30 

48 Total remuneration to employees 
to value of production (4) 

12.31 

12.83 

6.03 

7.64 

2.24 

1 57 

49 Gross fixed a.ssels formation (%) 

6.27 

NA 

3.53 

11 17 

-8.43 

8.82 

SO Growth in inventories (%) 

-8.87 

NA 

-9.39 

-0.67 

-10.13 

47 94 


NA: means no( available. 


down production. Prices too remained 
under pressure in the face of cheaper 
imports. The period was charactcri.scd by 
very few new projects which reduced 
industrial consumption of .steel. 

Sale of hot rolled coils declined in 
volume terms from 14,96,497 metric 
tonnes in the previous year to 14,79,167 
metric tonnes. The only silver lining 
was that overall export sales registered a 
growth of 2.^ per cent to 4,41,6.S7 metric 
tonnes. 

Following the poor pctformance, l£.s.sar 
Steel claims that it has initiated steps to 
improve matters - including divestment 
of its power investments, spin-off of 
its pellet business to a joint vcntuie com¬ 
pany, cost reduction, and equity infusion 
with a view to strengthening the balance 
sheet. 

Meanwhile, after defaulting on its 
payment to the lloating rate notes (FKN) 
holders on July 2U, the redemption date, 
Essar Steel has appointed Bank of America 
Securities 1 ,LC (BAS), (’harlotte NC. US. 
as its financial advi.sor to draw up a plan 
to restructure and reduce its debi and 
financing costs, 'fhe company had soughi 
90 days to consider various |M>ssibiliiic.\, 
including the option of refinancing the 
FKNs and asking for an extension of the 
notes. With this in view it had plans to 
present a comprehensive plan of repay 
ment to its FRN creditors and explain to 
them the company's profitability and cash 
flows Irefore they would agree to give 
more time for repayment of the FRNs. I'hc 
independent financial advisors arc 
expected to draw up this comprehensive 
plan taking into account the steel 
scenario, and identify the opportunities 
to lengthen the maturity of its debts as 
al.so identify avenues for low cost debt. It 
would also look at restructuring the 
company's debt and asset disposal, and 
draw up a plan to reduce the company's 
financial cost. 
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APPOINTMENTS 




Fellowship in Economics | 

i 

The Centre de Sciences Humaines(French Centre fo'- Humeri Scior.ops CSH) invites aoplications ! 
for a two-year-fellowship in Economics. | 

I 

I 

JOB DESCRIPTION j 

I 

1. To develop a research programme in economics n onn of the i'eid;. o' Pror'csais ; 

in one of the following areas would bo welcome. 

• Long-term energy alternatives for India. i 

• Impact of different scenarios of power sector reforms on .•■■ral 'o.-j.nn L cor/.'ir-,- i 

I 

i 

2. To co-ordinate research activities m his.^her field and o'ermis-s wc'K i' op." i-m ; .-ur .^r.d i 
conferences; 

The research Fellow is expected duiing this period to piofti..;'- .rifQinni ics.rf- r rd ..-•v,- 

in terms of modelling tools and publications 

PROFILE 

The candidate should have a Ph D. in Economics fiom a woH-t^nowr* n i: ■c^s ty r. '-ic' 

she will have already worked on energy -ssues and will bis recognisod lO i-if./b'?! Hr* --.bo 
should be familiar with economic modelling, econometrics and statistics and mastm- e'evsnt 
software in these fields. Tho candidate should also have excellor’’ srmmt. ''icatin!; ■ i M;.. .m,-.’ po 
at ease in a multicultural and inter-disciplinary team 

Fluency in English a must. Some knowledae of French appreciated but not mend-'tory. I 

ABOUT US... 

Created in 1989. the Centre de Sciences Humaines (CSH) is one of the ?C resea'ch centres ; 

of the French Ministry of Foreign Affairs and conducts research in the Leld of social sciences ' 

and humanities. Its main focus are: 

• International and regional relations; | 

• Economic regulation and sustainable develooment, ; 

• Institutional structures and political constructions of identity, : 

• Urban dynamics. 1 

i 

Applicants are invited to send at the address mentionod below before 31st December 1999, 
two copies of the following documents: an application letter, a recent bio-data. three recommendation i 

letters and a comprehensive research proposal including a full description rf the thematic to be • 

developed as well as the methodology to be used. ; 

i 

i 

Dr. Frederic Grare, Director 

Centre de Sciences Humaines 

2 Aurangzeb Road j 

New Delhi 110 011 I 

I 


-■^158 


rcoiiiimii' and Political 'Vcckly Novi-mbe* i*i‘'‘> 



CIVIL LIBERTIES 


Accountability for Torture 

A G Noorani 


In the last two decades several developments have combined to foster 
in the administration in India a keener sense of accountability ■ to 
the law of the land and international institutions under international 
law - for infliction of torture. Internationally, there ha.s been 
interaction between the government of India and the L'N Special 
Rapporteur (>n Torture. Domestically, there is growing awareness of 
the need for legislation to provide speedy remedies to victims of 
torture and effective institutional checks against its practice. 


VVUliN Indiii became independent on 
Aui’ust 15.1 ‘J47, its les;a! system had little 
to assist the citi/cn to hold the st itc and/ 
or its officials accountable in law, crimi¬ 
nally and civilly, for acts of torture in- 
flicteil on hitn. I'or long, even after indc- 
IH'iidcnce, the colonial hangover contin¬ 
ued to blot the legal system. 

No act of torture can ixissibly escape 
falling within one or the other definition 
orolfcnecs in the Indian Penal Code, 1SOO 
III Chaptet XVI entitled “of f)ffcnces Af¬ 
fecting the Human nwly”, from assault to 
murdci. But the (’ode ofCriiriinal Piocc- 
dure, 1 ‘)7.t made little changes in the C'oile 
of 189S and none at all in .Section 197 
which imposes a drastic precondition to 
prosecution of "any public servant" who 
is accused of any offence alleged to have 
been coininitted by him "while acting or 
purporting to act in the discharge of his 
duly" .A prior sanction of his employer, 
the government, is requited. The expres¬ 
sion Iras been debated in the Privy Council 
formerly and in the Supreme (Tourt anil 
high courts. A police official docs not act 
“in tl.. discharge of his duty" when he 
Iwats up a suspect. But his official status 
and functions provide the occasion for the 
act; hence, arguably the need lor sanction. 
That the courts have relaxed the interpre¬ 
tation is less relevant than the fact that the 
citizen faces a hurdle at the very threshold 
of the court. 

So also in regard to civil proceedings 
for damages. .A notice must be served and 
civil pnK'ccdings are even more dilatory. 
.Such was the forbidding state of the law 
as it faced the citi/cn for 30 years after 
independence. However, in the last two 
decades, sevctal developments combined 
to foster i n India a keener sense of account¬ 
ability to the law of the land and also to 
international institutions under inter¬ 
national law for any infliction of torture. 

In early 1978, justice M M Ismail. later 
chief justice of the Madras High Court. 


suhinitted a ivpnii on outrages in the 
Central Prison. M.idras, during the limci • 
gency. It caught iiaiional attention. Por, it 
reflected happenings at sotne places else 
where in the country too. The report 
containsdeiailcd recommendations fot pie- 
venting lortuie in prisons which are very 
relevant today. 

On March 27, pi/y, the government ol 
India ratified Ihe International C'ltvenant 
on r.conoinic. .Son.il and Culiural Rights 
(19()()) as also the International ('ovenani 
on Civil and Political Rights (1966). No 
reservation was made in respect ol Ai- 
tide 7 ol the laiici Covenant which says. 
"No one shall be subjected to torture oi 
lo cruel, inhuin.iii or degrading treatment 
orpunishment". .As required by Article40, 
India ha.s periiKlically suhmilled reports 
for examination by the UN Human Rights 
Committeccomiirisingexpcrtson itsobsci ■ 
\ance of the covenant. Three atlonicys 
general appearcil before it to explain 
India's report'- in the la.st decade and a 
halt. 

In the early eighties two other develop 
ments occurred and interacted with each 
other. One was .iwestigative joiimalisin 
which c-xposed wo r alia the practice ol 
torture. The other was public interest liti¬ 
gation, based ;ii tunes on pre.ss re|K)rt.s. 
The .Supreme (’ourt of India took a stein 
view of the abuse In D K Basu vs State 
of West Bengiil and Ashok K Johri vs State 
of Uttar Pradesh \ 1 '■>91) detailed "require 
ments to be followed in all ca.ses ol arres' 
ordetcnlion” wen issued by the Supreme 
Court, 

The process of accountability was 
strengthened w ith the enactment of the 
Protection of Human Rights Act. 1993. 
Section 3 of the act set up the National 
Human Rights Commission. Section 12 
defines its func'ions while Section l.l 
confers extensive powers. 

Internationally there has been interac¬ 
tion between the government of India and 


the UN Siiecial Rapporteur on Torture. 
Domcsiically, thctc is giow ing awareness 
of the need for legislation to pi ovide s|K-eily 
remedies to victims of torture and effective 
institutional checks against its practice. 

These developments are considered in 
detail heie. India signed Ihe Convention 
against Tortuiv and Other ('riicl, Inhiim.m 
or Degrading riealment oi Punislimcnl 
(adopted by the UN (ieneral Assembly on 
Dcccmln'r 10, I9S4, it entered into lorce 
on June 26. 1987) on October 14, 1*>97 
{..Uiniiiil Report, Ministry ol 

External Affairs, p 94). Hnl the "(’onven 
tioii IS sub|cct lo ralific.ilion" (.-Xi'liclc 
25(2)). The iniiiistiy s aiimnl leport is 
silent on whether the signaiuic is siib|c( I 
to conditions rcg.iidiiig the competence o| 
the C’oniiiiiilec .igainsi Toriuie piovuloil 
in .Article 20. .Since accession e pi ssible 
only with oi allei latification, mere sig 
natiiic has no legal clleci. .A ics|«'nsible 
newspaper loiiespondent. Aiinoluia 
Mojiimdar, reported that linlia had de¬ 
cided not lo lecogiiise the compeicnce ol 
the eoinmittei under Articles 2,0, 21 and 
22 I The SiiiieMtuin. -Augusi I. 1997) 
Ailicic 20einpowei.s the cominitiee toad 
on information leceived that lotiurc is 
being “systeinalically practised in the 
lerriioiy oi a State Paity". .Ailicles 21 and 
22 eiiipovvei it respectively to act on 
complaints respectively liom slate', and 
individuals. Both can Ik' invoked only il 
the acceding state also makes spec die 
declarations under them. 'I he only signili 
cant obligation an acceding state accepts 
without llie dcclaiations is to picveni acts 
of tomnc 111 its lerriiory and not to extra 
ditc to aiioiher stale a person who is likely 
lo be subjected lo toiiiire. iheie t.AilicIcs 
2 and .(). 'I'he omiinssion has been noted 
in the U.S .Slate Department's Ainiiial 
tinman Ri};lit\ Report lot 1998 II says 
"Hie law (iioliihiis loiture, and conies 
sums extracted by force aie generally 
inadmissible in court. Neveilhcless, lor 
lure is common Ihroiiglioul the c lunliy, 
and authoiities often use loriiire darini’ 
interrogations. In other itisianees, ihev 
lotiurc detainees to extort inoni'v and 
suiiiciimcs as sunitnary punisluneni ” 

Although human rights ■ai'.iiusations 
welcomed the goverinneni '• li'cision to 
accede to the 1 hiited N.iii'Ui ■ I 'oiivcniion 
against Torture and Oiliit f luel. Inhuman 
or Degrading Tre.ciiicnt ot PunishineiU, 
they believe that it. decision not lo accept 
Articles 20, 21 and 22 ol the convention 
would efleeiively undermine ihe U.N 
Human Rights Cottunissioirs abiliiy to 
investigate allegations of torture once the 
conveiitKin IS ratified. In July ihc home 
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minister told parliament dial “the question 
of ratifying the convention is engaging the 
government”. By year's end, the govern¬ 
ment had not ratified the convention. 

For the citizen the most tangible gain 
is in the ruling of the Supreme Court 
mcniioncd above. Article 21 of the Con¬ 
stitution of India cmb(xlie.s this funda¬ 
mental right: “No person shall be deprived 
ol his life or liberty except according to 
procedure cstabli.shcd by law”. The Su¬ 
preme Court ruled that it can award 
monetary comficnsation to the petitioner 
in the exercise of its juri.sdiction to enforce 
fundamental rights (Article 32) and so can 
the high courts. The court’s ob.scrvations 
are very pertinent as an authoritative .state¬ 
ment of the law on the subject: 

Public law proceedings serve a ilirfcrent 
purpose than the private law proceedings. 
Award of coni|>ensalion for established 
infringement of the rights guaranlccd under 
Article 21 ot the Constitution is a remedy 
uvuiluhle in publie law since the purpose 
of public law is not only to civilise public 
power but also to assure the citi/.cns that 
they live under a legal system wherein 
their rights and interests shall be protected 
and preserved. Grant of com|K*nsation in 
proceedings under Article 32 or Anicic 
226 of the Constitution of India for the 
e.stablished violation of the fundaiuental 
rights guaranteed under Article 21 is an 
exercise of the courts under the public law 
jurisdiction for penalising the wrongdoer 
and fixiiig the liability for the public wrong 
<Hi the slate which failed in Ihc discharge 
ol its public duty to pruicci tlie funduineii- 
lal rights of tlic citi/cn. 

But it is the court's 11 directives, called 
'requirements’ which are of greater im- 
poitance in cverytlay working. They read 
thus: 

(1) ’the police jiersonncl carrying out the 
arix'sl and handling tlic interrogation of the 
arrested should iscar aceurate, visible and 
clear identitieation and name lags with 
ilicir desi.'iiations. The particulars of all 
such police personnel who handle inter¬ 
rogation of the arresiee must be recorded 
III a register. 

(2) The i»ohee officer cairyiiig out the 
aiTcsi ol ilic arrestee shall prepare a memo 
of arrest at the time of arrest and such 
memo shall be attested by at least one 
witness who may be eiihcr a member of 
tlie tainiiy of the arresiee t<r a res|H:etablc 
person of tlic kxialily fniin vs here the arrest 
IS made. It sliall .also be couiiiersigncd by 
itie aiiestce and shall contain the time and 
dale ol arrest. 

(3) person who has been arre.sicil iir 
detained and i.', being held in cu.stotly in 
a police station or inicrrogution centre ui 
other lock-up shall be enlitlod to have one 


friend or relative or other person known 
to him or having inteFC.st in his welfare 
being informed, as soon as practicable, 
that he has been arrested and is being 
detained at the panieular place, unless the 
attesting witness of the memo of arrest is 
him.scif such a friend or a relative of the 
arrestee. 

(4) Tlie lime, place of arrest and venue of 
custody of an arrestee must be notified by 
the police where Ihc next friend or relative 
of the arrestee lives outside the district or 
town through the Ixgal Aid Organisation 
in the district and the police station of the 
area concerneil telegraphically within a 
period of eight to 12 hours after the arrest. 
(.S) The person turestcil must be m.adc 
aware of this right to have .someone in¬ 
formed of his arrest or detention as .soon 
as he is put under arrest or is detained. 

(6) An entry must be made in the diar)' 
at the place of detention regarding the 
arre-.t of the perstin which shall also dis¬ 
close the name of the next friend of the 
person wlio has been informed of the arrest 
and the names and particulars of the police 
officials in whose custody the arrcs'cc is. 

(7) The arrestee should, where he so 
requests, be also examined, at the time of 
his arrest, and major and minor injuries, 
if any. present on his/her body, must be 
recorded at that time. The ‘inspection 
memo' must be signed both by the arrestee 
and the police officer effecting the arrest 
and its copy provided to the arrestee. 

(8) The aiTcsiee should be subjected to 
medical examination by n trained docior 
every 48 hours during his dctcniion in 
custody by a doctor on the panel of ap¬ 
proved doctors appointed by director. 
Health Services of Ihc concerned stale oi 
union territory. Director, Health Services 
should prepare such a panel for all tchsils 
and districts a;, well. 

(9) Copies of all the documents including 
the 'Ticmoof arrest referred to above should 
be sent to the lllaqa Magistrate for his 
record. 

(10) The arrestee may be [Ximiilied to meet 
his lawyer during interrogation though not 
throughout the interrogation. 

(11) A police control room should be 
provided at all district and slate headquar¬ 
ters. where inlormation rcgardinc the arrest 
and the place of custody of the arrestee 
shall be communicatetl by the officer 
causing the arrest Within 12 hours of 
effecting the aricsi and at the police con¬ 
trol rtKim it should be displayed on a 
eonspicuo- s nolicc board. 

Failure to compl) with the rcquitcinents 
hereinabove mentioned shall apart from 
rendering the concerned official liable to 
dc|>artnicntal action, also render him li¬ 
able to be punished for contempt of court 
and the proccedingv for contempt of court 
may be instituted in any high court of the 


country, having territorial jurisdiction over 
the matter. The requirements, referred to 
above, flow from Articles 21 and 22(1) 
of the Constitution and need to be strictly 
followed. 

Section 2(1 )(d) of the Protection of 
Human Rights Act, 1993 defines ‘human 
rights’ to mean “the rights relating to life, 
liberty, equality and dignity of the indi¬ 
vidual guaranteed by the Constitution or 
embodied in the International Covenants 
and enforceable by courts in India”. The 
National Human Rights Commission has 
jurisdiction to inquire into “violation of 
human rights” (S12). It has submitted four 
annual rcptirls covering the years 1993- 
97 besides ad hoc reports. The annual 
reports record its inquiries in(o deaths in 
police custody and cases of torture. TIte 
commission acts on the petition of a victim 
“or any person on his behalf’ or suo motu, 
of its own accord, on the basis of press 
reports. 

.So far India has presented three reports 
under Article 40 of the International 
Covenant on Civil and Political Rights for 
examination by the Human Rights Com¬ 
mittee constituted under the covenant. 'Ricy 
were on July 4.1983 (CCPR/C/lO/Add 8; 
July 13, 1983), on July 12, 1989 (CCPR/ 
(')37/Add 13; October .“i. 1989) and on 
November 29. 1995 (CCTR/C/76/Add 6; 
June 17, 1996). They were examined by 
the committee on March 28 and 30, 1984, 
March 26 and 27, 1991 and July 24 and 
25, 1997, respectively. 

On each of the three occasions, the issue 
of practice of torture was rai.scd in the 
proceedings. At the la.st meeting July 25. 
1997, the committee expressed its “con¬ 
cern about the incidence of custodial 
deaths, rape and torture, and at the failure 
of the Indian government to receive the 
United Nations Special Rapporteur on 
Torture and Other Cruel, inhuman or 
Degrading Treatment or Punishment". 
Permission has been rcfu.scd, though re¬ 
quested repeatedly. The Rapporteur's 
Annual Report for 1997 recorded that he 
“continues to be concerned at the persis¬ 
tence of allegations of torture, followed 
often by death in custody, and to i egret 
the reluctance of the government to invite 
him to visit the country”. .Such criticism 
detracts from India's international account¬ 
ability. Periodic Reports to the Human 
Rights Committee are no substitute for 
lack of co-operation with a Rapporteur of 
acknowledged expertise. 

Domestically, despite the improvements 
in the la.st two decades, there has been no 
attempt at systemic reforms. The eight 
volumes of reports of the National Police 
Commission have been ignored. Nor 
has there been any worthwhile efforts 
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at prison reform and reforms in the police 
services. 

Unless acces.s to pri.sons is freely given 
to the media and concerned citizens be¬ 
longing to the medical and legal profes¬ 
sions. transparency will remain a distant 
goal. Two of the most powerful deterrents 
to the practice of torture are tran.sparency 
and award of swift punishment to the 
wrongdoer. 

The Supreme Court touched the core 
of the problem when it said in the case 
quoted earlier. “How do wc check the 
abuse of police power? Transparency of 
action and accountability perhaps are two 
possible safeguards which this court mu.st 
insist upon. Attention is also required to 
be paid to properly develop the culture. 


Tllli results of the just concluded election 
to 13th Lok Sabha and 11 th assembly from 
Karnataka has surprised many. The 
saffronisation of south India remains in¬ 
complete. The Congre.ss has emerged as 
the single largest party both in the assem¬ 
bly and in Lok sabha elections. The big 
shock came when BJP's stalwarts, includ¬ 
ing its president and the floor leader, were 
defeated in their respective constituen¬ 
cies. Leaders belonging to Janata Dal 
(United) JD(U), the la.st minute ally of the 
BJP. were also trounced, with the chief 
minister and the deputy chief minister 
losing election to unknown candidates in 
the election. 

nicction to the I .ok Sabha and assembly 
was conducted in two pha.ses; In the first 
pha.se of September S, election was held 
in 115 assembly and 15 Lok Sabha con¬ 
stituencies; 717 candidates were in the 
field for assembly election; and 72 for Lok 
Sabha election. This phase was marked by 
poll violence and repoiling was ordered 
in 40 constituencies. However, the first 
phase was also marked by a better percent¬ 
age of polling, 61. In the second phase. 


training ana orientation ot tne police 
force consistent with the human values. 
Training methodology of the police 
needs restructuring, the force needs to 
be infused with basic human values and 
made sensitive to the constitutional 
ethos. Efforts must be made to change 
the attitude and approach of the police 
personnel handling investigations so 
that they do not sacrifice basic human 
values during interrogation and do not 
resort to questionable forms of interro¬ 
gation. With a view to bring in trans¬ 
parency, the presence of the counsel of 
the arrestee at .some point of time during 
the interrogation may deter the police from 
using third-degree methods during inter¬ 
rogation.” 


September 11 election was held in 13 Lok 
.Sabha and 107 assembly constituencies. 
In ail 574 candidates contested the assem¬ 
bly election. Rcpolling was ordered in 75 
assembly segments. Voter turn-out was 
marginally better than in the first phase 
at 65 per cent. 

The C-ongress was the only parly which 
fielded candidates m all the 28 constitu 
ciicics of Lok Sabfiu and all but one of 
the 223 assembly constituencies. The BJP 
fielded 19 candidaies for the l^)k Sabha 
and 129 for the assembly. Its last minute 
ally JD(U) fielded nine candidates in the 
lx)k Sabha and 9.*' in the a.s.sembly. Janata 
Dal (Secular) - JD(S) - of former prime 
minister Deve Gowda - fielded candi¬ 
dates. along with its allies the Nationalist 
Congress Party, the CPl(M) (11 seals in 
assembly), the CPI (3 assembly) and the 
BSP (2u constituencies). Two things are 
quite obvious from the outcome of elec¬ 
tion; a shift in the voting prcferancc of 
social categories, mainly ‘MOV'D’ - Mus¬ 
lims, other backward classes, vokkaligas, 
and dalils - towards Congress; two, the 
total rout of Janata Dal ‘parivar’ or factions. 


\-OK Smiiu Rksults 

TTie outcome of the Lok Sabha election 
completely changed the political arith¬ 
metic of Karnataka in favour of the 
Congress. Of the 28 scats it contested, the 
Congress was able to win 18. Tliis is a 
much better perfonnance compared to the 
last Lok Sabha election of 1998, where 
it won only nine .seats. In 1998, inosi of 
the scats tliat (he party won came largely 
from the vokkaliga-dominatcd ureas of 
Old Mysore and its poor performance 
was largely due lu the shift and division 
in the MOVD vole.s between JD and the 
Congress (see Assadi, ‘New Political 
Alignments tif Social Groups’, /■.7'W', 
February 21,1998. pp 382-83). 'I’his is nut 
the first time that the Congress has won 
18 or the mujoriiy of scats. In 1967 the 
Congress has won the same mnnU'i- of 
scats. Earlier, in the first election in 1952 
the Congress had won 24 seats, in 1957 
23 seats, in 1962 25 scats, in 1967 25 seals. 
1997 27 seal.s. in 1984 24 seals, in 1989 
27 scats and in 1991 23 .seats. Interest- 
mgly, during the dci.adc of l98Us, when 
the Janata Party was ruling the stale, the 
Congress percentage remained steady 
around 50 jicr cent. The real turning point 
in the history of the C’ongress came m the 
199()s - in, 1991 it won 23 scats, with a 
deelining|K'rccnlageof48.1 l.in 1996the 
party sulfcrcil a .set back winning only 
five scats with a vote percentage ol 32.69. 
In last year’s election ullliough the parly 
received 38.78 |>er cent ol the vote, this 
did not translate into a big gum in the iorin 
of scats. 

In (Ills election the Congress has in- 
crcii.sed its |)crccniage of votes by 4.73 - 
(44). 

The C!(ingtess received the higliesi 
percentage of voles in Old Madras Presi 
deney area (including ceded district 
Bcll.'try) (48.87) followed by lingayal 
dominated Old Buinbuy urea (44.48), Old 
Mysore (43.86) and Old Hyderabad 
Karnataka region (41.26). Interestingly, in 
Old Madras I’residency area the percent¬ 
age of votes that the C’ongress and HJP 
received was almost the same. Despite the 
loss of percentage c)f voles in ()ld Mysore, 
the Ctingrcss has been able to w in nine 
seats - this is belter than the five seals it 
won last time. Out of the nine seut.> that 
the party won this nine, the C’ongress 
wrested two scats from the BJP and three 
from the JD. In Old Bombay Presidency 
area the Congress won lour scats, wresting 
three from the BJP and one from Lok 
Shakti. In the Old Madras Presideney area 
Congre.ss won (this includes Bellary) two 
scats, wresting one from BJP. Similar is 
the case m Old Hyderabad Karnataka 
region - it retained two .scats and wrested 
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Expanding Social Base of the Congress 
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Con’^rrss victory in the h>k Sahha ami assetnhiv electutns is 
primarily the result of a shift in the MOVD preference - Muslims, 
other backward castes, vokkalif>as and dalits. last minute 

alliance with Janata Dal (United) reduced for both partners their 
traditional support bases. This article studies the f(eof{raphy of the 
election results and e.xtracts the caste politics in them. 
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one from IJJP. Il(»wevcr, the parly was a 
runner up in 10 constituencies. 

Constitueneywise the least perccntaj’c 
of votes that the party received was in Old 
Hyderabad Karnataka region (26.63 jier 
cent in Hidar) and the highest was in Old 
My.soic (Kangalore North 51.37 per cent). 
In four constituencies, three of them fall¬ 
ing in Old Mysore, the Congress received 
more than 50 iK-rccnt of votes. Thisclcarly 
shows the location of the strong bases of 
the party. Nonetheless, in the coastal belt, 
comprising Kanara, Mangalore, and Udupi, 
the (?ongress was able to contain the 
liiiklutva forces by winning two seals 
(Kanara and lidupi). Here the margin of 
victory (MoV) was not very high - 0.96 
and 4.X7 pei cent, respectively. In fact in 
other regions loo the MoV lluctuated 
between 1.29 per cent (C'hilradurga) and 
19.90 (Bidar). However, in Old My.sorc 
region the MoV was very high in four 
coiisliluencios the MoV was more than 10 
percenKShimoga 11.39, Bangalore North 
17.37, Hassan 1.5.88 and Mandya 18.79 
[ler cent). 'I'lie paily was able to make 
inroads into ilic 'maidan' region and the 
plains areas. This is where one can locale 
the largci bases of the ('ongress. 

'file mam loser of the l.ok .Sabha elec¬ 
tion was the BJP, unlike m the assembly 
election wheie the main loser was the Jl) 
parivar. (Jnee again the BJP reverted to 
Its l‘>96 posilior., when it won six seats 
with 24.85 per cent of votes. This time the 
number ol seats lias come down to seven 
flout the l.( It was holding III l998(Assaili, 
‘.Saffrom.satioii wiili Upper Castes .Sup- 
pori’, r/’U'. March 31. 1998, pp 626-28) 
wiili the perceniage also coming down to 
26. )(i. This is slightly belter compareil to 
the assembly vole (21 ..31 per cent) 1 low - 
cvci. the last minute polilicul alliance with 
JI)(L’) had the cfcci tif ‘rebel/doublc’ 
caiuliilaies coniesling the election. In one 
parliciilai coiisliluency (Kolar) ’rebel/ 
double' ce'idulate had clieek matcil the BJ 
eandulae winning the eleelion. This prob¬ 
lem was woise in the assembly election 
than ill the Lok .Sabha election. 

Regioiuvise llic BJP received the high¬ 
est (leicentagc of votes in Old Madras 
Presideney area t45.29) followed by Old 
My SOI e (25 49 1 , Bombay Presideney 
(25 3?) and Old Hyderabad-Karnatuka 
region (20.65). Ineidenially the party 
won three .seats in Old Mysore, wresting 
one from the Congress, and rotainetl the 
iwo scats It had won last ycai. Heie it 
\evin se.its in those eonstiluciieies which 
have seen uilianisatioii/indusirialis.iiion 
Davangciv, (’hickmagalur and Banga¬ 
lore south, hi this region the party was a 
runner-up in three constituencies, with the 
margin of defeat (Mi'D) varying between 
1 47 pci cent (Mysoie) and 9.0? per cent 


(Kolar). In one particular constituency, 
which is a .stronghold of vokkaligus, the 
party receivcdjusl 10.52 percent of votes 
(Mandya). However, in other constituen¬ 
cies its winning candidates received votes 
between 43.65 per cent (Davangcrc) and 
.50.26 per cent (Bangalore soutli). In the 
Old Madras Presidency area although the 
party received an average of45.06 percent 
of voles, it was not able to win more than 
one seat. Nonetheless in the Old Bombay 
Presidency area, known as the pockets of 
BJP, the piirty liad corneicd two .scats, 
losing tw'o scats to the Congress in this 
election. In this region, its pcicentage of 
votes, coiistiluencywi.se, varied between 
31.46 per cent (Kanara) and 47.94 percent 
(Dharwad north). In two places the parly 
was a ruimei up. In the old Hyderabad 
Karnataka region (comprising Bidai, 
Koppal, Raichui and Gulbarga) the BJP 
was iioi able to make inroads, except that 
it won one seal and eomcred 20.69 |)ci 
cci.t of voles. It neither added new seats 
noi lost any. 

Aiiotlier parly badly effected was the 
JO(U) The original Janata Parly had 
undergone many metamorphoses over the 
years, beginning from 1977. the year ol 
its inception. In that year the erstwhile 
Janata Party won two scat.s. In the second 
phase which liegan in 1988, the Janata 
IXd, rechtistined after joining hands with 
V P Singh was not able to gam much. In 
the next eleelion, ihc parly was able to 
retain only one seal. The real twist to the 
Janata Dal eanie in the third pha.se m i 993, 
titter the Samajwad Party and the JD 
merged. It was in 1996 that the JD could 
manage towin 16 seats with .34.91 percent 
of votes Within two years its performance 
came down by 13.61 percent, reducing 
its seals to three. The fourth phase of the 
Janata Dal began with the vertical and 
hori?ontal split m the party, with one gtoiip 
led by lormer chief minister J H Patel 
forming Janata Dal (United) and another 
faction led by former prime minister Deve 
Gowda lloating or forming Janata Dal 
(Secular). In fact, the split was not caused 
by any ideological incompatibility of the 
groups/categories but was engineered for 
scoring personal victories. This was why 
the ID(U) so'ighl a political alliance with 
the BJP. This reluctant or imposed alli¬ 
ance from above had two effects other 
than the p dl debacle - it took away the 
anti-incumbency advantage from the BJP 
and a secular image from the JDtU). 

In the present election, the JD(U) had 
won three scats, out of which two were 
wrested from the Congress. Interestingly 
It won two seats in Ihc Old Mysore region, 
and one in the Old Bombay Presidency 
area. Howes er. its percentage oi votes has 
drastically come down to 12.82 which is 


slightly higher than the assembly election, 
it did not Held any candidates in the coastal 
or Old Madras region, as it allowed its ia.st- 
minute ally BJP to contest. Intcre.stingly 
the party received the highest percentage 
of votes in Old Bombay Presidency area 
(18.73) followed by Old Hyderabad 
Karnataka (17.23) and Old Mysoref 11.67). 
This shows that its bases are still in lingayat- 
dominutcd areas, although it won two seats 
from a vokkaliga-dominatcd area.*:. In six 
constituencies in Karnataka the JD(U) was 
a runner-up, with MoD varying between 
1.54 per cent (Koppal) and 24.87 per cent 
(Chikkaballapur). In terms of regional 
variation, in Old Mysore its MoD was 
much higher than in any other region. 
However, in this particular region its vote 
percentage in each coiisiitucney varied 
between 42.81 (Chitradurgu) and 21.74 
(Tumkur), at an average of 28.45. In Old 
Bombay Presiilciicy area, it received a 
slightly higher proportion of voles vary iiig 
between 50.92 per cent (Cliikkodi) and 
38.56 tBagalkute). In Old Hyderabad 
Karnataka its dismal perfoimancc is vis¬ 
ible in these llgures: an average of 12.68 
percent of votes witli votes varying be¬ 
tween I..54 per cent (Koppal) and 23.83 
per cent (Raiebur). This defeat or the 
margiiiali.sation of the party however has 
to be located not exclusively in the anty- 
incumbeiicy lacior, but rather in the shift 
in Ihc social bases of the JD. 

Assi-mhi V Risia is 

The same trend continued in the as.sem- 
bly election with the C?ongress winning 
132 scat.s utnl 37,68 per cent of total votes, 
much less than in the Lok Sabha election. 
This was a general tendency among all the 
political panics. Incidentally, the party 
received a higher percentage of votes in 
Old Madras Presidency area (44.46) than 
the other three regions - Old Bombay 
(41.17 |XTccnt).01d Hyderabad-KiuTialnka 
p9.6()) and old Mysore (34.20). Interest¬ 
ingly. the Congress won more seats in Old 
My sore than in any other region. 'I’hc party 
hxs successfully checkmated the advance 
of BJP in Old Madras. Here it won 18 seats 
(out of 24) of which it wrested four from 
JD. six from BJP and two from indepen¬ 
dents, and retained six. Perhaps the most 
interesting outcome of the election was in 
Bcllary. Here the party won all eight 
a.s.scmbly .segments with the MoV varying 
between 20.74 per cent (Shiruguppa) and 
23.15 percent (Kudlagi). However, in the 
coastal belt the Congress managed to win 
15 scats (Udupi six, Mangalore four, 
Kanara five) with the percentage of votes 
varying between 29.65 (Brahmavar) and 
59.86 (Banlwal). In six constituencies the 
parly received more than 50 per cent of 
votes. ITiis shows a perceptible shift in the 
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voting behaviour of miiionlic'^AvackvMuil 
tlas.scs anti partly U)cal tlotninaiit caste, 
who coiisiiluic the big chunk oi voters in 
this hell. 

Nc.iiovliclcss, in Okl Botiibay icgitiii out 
of .S'i coiistiuicncics. liie Cor.gics't won 34 
'cais, vv:cs(mg ihicc scats fioin the BJI’ 
ji'.ii 18 fn'iii the Jl) In I! ..sseinbiv 
I coiistituciicies in this region the party was 
, 1 , runner-up. Us itcteeiilage iil v<a».s ineach 
.•■.)i“.t!tueni\ varicii. in i ’ t nutitueiieies 
the t'ongre.ss received more ihaii ri'i i*ci 
an' '..-f votes and ii: ivvo a'ti.s;i;ueiiC‘v - it.^ 
peiet .it.igc of v.'.'ies vva: less titail .U' 
illavcit ■ ;i-!4 fias.iiisid - ’^70) in 

< )i.i! t-. (Ici .ii.iii Kantjtakaregion. 

•he i’ti'tv leceivei! per ivm vole-, 

• It >iiUl vv'ii r.nlv lS-,e.ils Ai.t.il'C! init; 
esii-ig letuiiic v.;;s tit.ii the p.irty was iii-i 
,:i)Ie win a -iiigli sell i” Uiiia; d- .'.n.-t, 
e'-'M liidiigh 11 tfCt'iv--d 2s 2 jtci c. til vt! 
■riial voles i-idled m the •li^ifict Hut in 

eon-tnneneics/ti-si-..ts the p.ntv's 

• veep w's '■If.ii - tinlbitipa ''W, !! toai- 
ili.'.i! 'roiii .in. ;h-i. o-tiiiiiedIsiiehnr 
sevc: line l'•'!n '!> .!''.d *'-n icitniied); 
l<ii!)piil !'ve se.it. <;w 1 . iioiii one tiont 

.'I'vl I V i.-i i>l■.■ I) f! i. 111'..-,- ..ga'-v 
st.o'vliii- •di.fi 1,1 ,• p>-.-li-ie'.i.e !’■ i-ii 

iptoroiieiiss vlosi!;i.|,iiniii;ii; I'n-gt.ii' 
111 .it 'ill rii'iv !i).,d.- 1 1 icin.' ol Sw.tt- was 
II. I (l.i Nil l'--'j'.ii!' maii-igeii 

lo V in fv'i I i.i .,1 I ■' 1.1 wi-',-'' il.i 

jii'.iv -I I'l'stL'il I -Ne.i*' l,i.i’i t'le ei .fiviiile 

.1,'Ml..- I>il. in iniiii iiie K.ll* lleie t.s) mi 

C ... ll'Ll', 111 I 'if 1 '.ll.MLl'S ’-.'.l-ed 

nrae iliau s|) p,.*r ei-i .. ii.o n- .Ci.' c -m- 

• iMieiu'e' IC'.' ih.iii per t..'.;l l-i .ins 

l••eloli die pe'v t iii.i-.c. oi .die. .iiie.i 
he!e’en 1 s;s ,! in-, p.r.'.u .i-.e! li''.d'' 
(Madlilll'.io). " .11; llle Nt- N' Ik 

I'.veen Ml! 00 1 ri.iMels'1 .md 

iK'>ii!:u'..r.:) Nuneihelcss, '.!>e .-.'riy le- 
leived nioie se.ils dii,, i(i die ii.,i m me 

III-," ii'tl, t •iiie'cs.'Iiiii'. to Ilie 

II) It is t-'eii' 'ii.ii ''le Id"!- ii.i-.e t:ri!>i> 
l.'iiiii''e's i. appaien: .ii.d c, c.in Ik; ^e•JlH>I 
an.ili icd I'lleims'-' n-I •; i.siii'be' ot tiekeis 
til'll!ilmteei iiiiil ihi- number o! P'dilgie's 
e.iiuliiiiiu-- vvhd woii 

The t.'cJngr^•^^ disuibiilcd la keis io 3}s 
“sC/S r-.. dl vvliorn 2 > gi'i elecu ..I; .'v7liili'- 
t is'd b.-i-K'v.ii J 1.1 .s n1 -ivlioni Vt were' 
sl'i'e-e-S-.f!JI 14 li • V I 4 1. a* ju,.* . f'I .'!( <1.1 2.) 

-.ve:- --IK•^•es-.!n!; >(. .n-k.-i, ;-j 
anti 13 w tirr aiul.sevwn touppei euMc.oiiiy 
Ivvi I got ei-.'cteel rhe Corigicss alsit fi.'Ide'ti 
St) lingav.us - Zb vvee .-.iiceessful. This 
ineans that Onigrese also alir.ieied ;i see- 
lion of the lingayats, who were ilisap- 
poiiUed with the lUP/JO allianee. Here is 
the anii-inciiinbeney faeior playing a role. 

The UJF-*’s ease vvas <li<Tfrcnl. Although 
tivcr the years its scats in the assembly 
have been in-.-rcasing ( 198 i - IS, |'3:v5 - 
02; i9h9-tl4 and 1904 40). the party 


has rn)t been able to capture ptiwcr. It won 
44 seats in this election, which is four 
more than in the last election of 1994, Us 
social buses ca.i be liK..ited largely among 
the T.lBR,-\' - lingayats and bralimms 
(upper ca.s'.e), and partly other local 
dominuni ca.ste. middle cla.ss/upperclass 
This time 17 lingayats. alvtng with eight 
vokkaligas, seven back ward class and four 
hrahniins have won the election on the 
liJl’ ticket .WtiKlheiess, the parly had 
lee-'-ivvd 2i.3! pei cenl olTolal votes, and 
it reeeived me highe.-.i pciccnlageof voles 
III Old Madia.s aiea '.M 08) folbwed liy 
Old liombai (22 Old My sore (19 43) 
..ndOld Hvdeiab.ui K.iinalaka(17.9(i). In 
icinis ill lota! SI ais, iii, iarge.st miml-ierol 
itaii the parly -.'lOi: '.a> in Old Mysore 
I ' i tdllovved !>.. iiiiie Old Bombay, siv 

Old tlydciabad I,..' tataka region ami 
five n: Old Madi., ’’ Old Mysoie. the 
p.iity vvre-.ted i ! si... lioiii the JL). tw'o 
finni Congii-ss. .(lid leit ol die seats it 

letuinevl 

liKidi'iit.illy lhci;,!i‘'' v'lcii'ry eaiiielroiii 
.'1m. e ire.is vvhicl' .-.ii . iiltet close to Old 
Oiiiiib.iy/Old i!;. di-i'il'.-ii Kariiataka legion, 
ii’uvvn as lii-.gie.at d..niinated aieas or 
r n- wM as udi.i:, p. k l.i is'ind'.islrial bills 
(I'iivaiigere, t di.iialielii, Kaiaji Niipar. 
t'lii- l.pei, Hasai .11 j'lKii.eU : \onelhete-.s 
■I ' '!.! M'si.i'e. c'dil e the <'oiigiess, llie 
I'd" cTieived iii'.i;i '•'an s|) pi-r eeiil i,l 
' I'-e: iirdiiceciiiio.!tueiu.ies. and less than 
I" per cent in m\ mi-siil'jcneics. Us pci- 
, ciiiagi I'fvdii". IP I .'.-.•li of tin -lecdn-.iitu 
ciiCK--. varied Ik iwei,!. ' 42(Nagainaiigiila) 
ii.J ■>4 '>2 (Ddildii U.iii.i|>ura). The BJP in 
' >!'! Mad.-.v. ictaiiiid imI only ihe livesv'als 
it ivnii lad tiiiii I'll' icceivod more Ilian 
'’ii |)'.! -ceil! dl I'l." Ill two constiiiii-n 
, te-. In 12 idifliUiem les the parly was a 
. unner up, vvilli Mol) tanging belweenO.S 
per ceil! (bdnp, i aii-.'. Ui.SS (liaiit'.val; pel 
ecni -N siniiMr tiiiid i > disternibk- in Old 
Boniiia')' 111 ivvr ecu 'ilucneies die p.iiiy 
'ceeiv -d more ik.ii’ per cent -il voles. 
Oiil ol ihc nine scat', that Ihe paily won, 

wrested iw-i seal-- Irotn ID. one Inmi 
•' ongicis. Ill 12 coii-iitueneies die parly 
.v;is a runiicr-up wim the MoD ranging 
bflwoeti2.SSpere.-ti (B!iatk:iiiand2<i.75 
per cell'. (Hirckeiui i its voting pcieenlage 
ineaeli!L'lis-.itueik-) v.'ryingbet-wcenoO78 
TIubli Ruiall and 4 42 iNaigimtl) - the 
latter is iiic lowest ihal the parly reeeived 
m tiiy region .-Nn iiilcresting aspect or 
outi dine of the cleeii-m is apparent in Old 
Hyderabad Karnai.ika rcgidti. In this par- 
licuiar region c.'ecpi lor Bidar, wlieic it 
-.von six scats, the UII’ was not ibk- to win 
a single seat in Ik- other three distnets. 
Almost similar w.is the ca.se widi its ally 
.I|)(L:). 

'Ine .‘plil in die erstw'hile Janata Dal. 
making two factions, has had an efii'et on 


the electoral outcome. Neiilier ol the 
hreakwaygroup.s-JD(U)andJD(S) wa.s 
able to reelaiin or reach the percentage of 
votes that the party received in the la.sl 
assembly election of 1994. In 1994 llie 
ersi while JD polled 24.69 percent of vole.s, 
hut won 112 seats and the party was a 
lunner-up in 50 places. Tliis lime, the 
Jl)i D) eontesicd in 95 constilueneies, and 
it won 19 scats. The party was not able 
to win a single seat in Old Madrus/couslai 
region. Similar is the case of JI)(.S) 
Niiiictheless. the JI)(U>’.s voting percent¬ 
age vvas far betlci than that of the JDlS), 
II vv as ranging lielvvcen 23.33 (Siruguppa) 
and 46.80 (Hadagali) A sligliily dil'Iereiii 
tieiid is visible in ()kl I lydei abad Karnuiaka 
legion. 1 lore the JD(S) has won three .seats 
e.veluMvely lioni twodislriels- Bidar (2), 
('mlbaiga (I). i'hc JI)(U) won lour seats 
exclusively from the other two disliiets - 
Raic'hui (I) and Koppal (3) lleiv too the 
peieeiilagc of vines ot JDtU) varied be- 
iwecii 45.09 (Siiulhaiiooi) and 29.03 
l(■u^umitkul) l'\eiitliec«eieenlageofvolei- 
ol il)(S) valu'd between O.OOtSindhaiHHir) 
and 62 <89 (Basavakulyana). Here too the 
Mol) wa^ very high foi J1)(IJ) 62.89and 
this IS the highest Mol) in any eoiistitn 
eiicy in Karnataka In the ease of ll)(.S) 
die Mol) was 30.41 (('liiiidiholi). 

However, in Old .My.soie the pic'lure is 
almost the same vviili the JI)(S) witming 
kuii' seals lioin thiee distnets (Tumkur 
two, riiikkuballupur one and 
Chiekmugaltii one oui of 14 disiriets/l 12 
assemblysegmeiils. l-'.veii though die JlJt I!) 
won 11 seals, these eiiine from scv'eii 
districts. Ill tins region liic cislwhile Jl) 
hail lost 23 seals, mainly to the I'ongress 
:md partly to BJR. Nonetheless, moie than 
the JDtlJ). the J1)(.S) is ileeimaleil in Old 
Mysore - in 42 cimstitueiieies the JI)(S) 
received less than 10 pereeni. the JD(U) 
in nine eon.slituencies. lii tile vu.sc of (he 
JDiU) Its percentage of votes varied be- 
I ween 52 96 (Kolai) and 11.63 (Kailur) and 
ill dll' ca.se iifJDt.S) it varied Ix'tw'cen 
42 38 (Kunigal) and 0.73 (Chilradmga). 
Alniusi a -.imilur pattern is obv lous i,i Old 
Biimliay ihcJDt.Stvictoiyolivvoseats ex 
cliisively came from one district (I)hiii Wild 
south) ami ihe JI)ill)'s live seals came 

from twodislriels (Hcigaumi wo,C hikkodi 
ihiei'i Here Uhi the Jl) parlies weie not 
able lo wrest any seals from oili-f parties. 

Other iiaiioiial/regioii.il |Mrties fared 
badly in Karnalaka, .AID.MK, B.SI', RJIJ, 
SP, NC'P and (.'I'l. v' I’UM) ami even a 
peasant parly like KRR.S. Except the 
AIDMK, which won a single scat in the 
assembly. no oilii r party won any seats in 
either llu-assembly or Lok .Sabha election, 
lixei'))! the O.SP m one constituency and 
the KRR.S m two constituencies, tlie rest 
of Ihe eaiKliilalcs forfeited their deposits. 
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Many of (hem had an electoral under¬ 
standing with other parties. One such party 
was the Nationalist Congress Party, which 
had an electoral tie-up with JD(S). llie 
party contested nearly 20 constituencies, 
and won none. The reason for its debacle 
is obvious: Karnataka has never allowed 
any breakaway Congress to take root. This 
was once tried by former chief minister 
Deveraj Urs in 1070.S, but it backfired. 
However, this election also saw the steady 
marginali.sation of communist panics (CPI 
and CPI(M) and also a progressive move¬ 
ment like the peasant movement. Their 
marginalisation has been the gain for the 
Congress Pany. At the same time electoral 
politics has undergone tFemendou.s change. 

Changes and Fi^a curks 

Karnataka politics revolves around the 
politics of sub-castes or sub-.sccts. While 
a large number of enlistul categories - 
kurubas, nayakas, idigas, billavas, vysyas, 
be.stas, thigals are demanding and assen- 
ing their identity as separate castes, sub- 
secisfsub-castcs within the dominant castes 
are also demanding a larger share. Now 
the selection of candidates is done not on 
the basis of the larger communities alone, 
hut according to the prospects of winning 
over sub secus/.sub-ciUitcs in particular con¬ 
stituencies. This has given rise to competi¬ 
tive politics among the sub-socts/sub- 
castes. in a constituency like Bijapur, for 
example, parties have been fielding can¬ 
didates cither belonging to panchaina.shalis 
or kuduvokkaligas - sub-sects within the 
linguyat community. In other places like 
Davangere the competition has been be¬ 
tween two sub-.sects of the dominant 
community, e g, ,sudr lingayats and banajiga 
lingayats. Any shift in (he parties' prefer¬ 
ence will affect electoral outcome. 

There is also the rebel or ‘double’ 
candidates factor. This cuts across castes 
and communities, but revolves around 
political parties and around individual 
disappointments. Among the parties most 
affected by ‘double’ or rclrel candidates 
wasthc BJP/JDcombinc. InoncLok.Sabha 
constituency ‘rebel or double* candidates 
contained the BJP(Kolar). In the assembly 
election the BJP/JD combine faced the 
problem of ‘double’ candidates in 30 
constituencies. Old My.sore recorded the 
highest number of such candidates (18). 
followed by Old Bombay (6), Old 
Hyderabad (.S) and one in Old Madras. In 
nine constituencies the double candidates 
checkmated the BJP/JD, winning the elec¬ 
tion. However, in four constituencies it 
has really helped (he BJP. The Congress 
faced a different problem; of ‘rebel can¬ 
didates’ in nearly 30 constituencies. Inci¬ 
dentally nearly 14 won the election as 
independents. 


One of the features of this year’s elec¬ 
tion is the increasing number of new voters. 
This year the number of voters has in¬ 
crease by 13.52 lakhs with highest in¬ 
crease being in the vokkaliga-dominated 
area of Kanakapura (1,79,6W), followed 
by Bangalore North, Bangalore South and 
Mysore. Incidentally these are the con¬ 
stituencies won by the Congress in the Lok 
Sabha election. The lowest was reported 
in Chickmagalurc (27,449) where the seat 
has gone to the BJP. However, in six out 
of the 28 constituencies, women out¬ 
number men (Udupi, Mangalore, Hassan, 
Chickmagalur, Koppat and Raichur). 
De.spite this, none of the parties fielded 
any women candidates in these constitu¬ 
encies for the Lok Sabha election. In fact, 
women continue to receive a raw deal in 
electoral politics, despite the pronounced 
support by all the political parties for the 
cause of women’s issues, principally the 
is.sue of 33 per cent reservation. The JD{S) 
made promi.ses such as free education for 
g'rls in rural areas, the establishment of 
special courts to try criminals/crimes re¬ 
lated to communal and caste violence, etc. 
However, it did not Held any women 
candidates for the Lok Sabha. In the 
assembly it fielded seven women candi¬ 
dates, which was better than any other 
party except the Congre.ss. All its candi¬ 
dates forfeited deposits. Similar was the 
case with communist parties like CPI and 
CPI(M), even though they too made pro¬ 


mises like equal rights in property, in¬ 
creasing employment, establishment of 
special courts to investigate atrocities on 
women, law against sexual abu.se, etc. ’The 
BJP came out with another list of prom¬ 
ises: Strengthening the Women’s Com¬ 
mission, supporting women’s education, 
establishing women’s hostel, providing or 
giving priority to widows in government 
jobs, establishing mote women's police 
stations, special courts, free education up 
till graduate level, supporting women’s 
awareness programmes, etc. However, it 
fielded a single woman candidate in the 
Lok Sabha election (Bellary). This is where 
the party tried to club the issues of 
‘swadeshi/vidheshi’, ‘bahu beti’ and at 
the same time the party tried to project its 
high profile candidate as a typical and true 
representative of Indian womanhood. 
Despite these attempts its candidate failed 
to win receiving 42.34 per cent of votes, 
with the MoD of 6.63 per cent. This is 
better than in the last Lok Sabha election 
of 1998, when its ally Lok Shakti candi¬ 
date received 29.96 per cent of votes. 
Nonetheless, a similar treatment was hot 
meted out to other two women candidates 
contesting under the banner of the BJP in 
the assembly election (Chamrajpet and 
Bantwal). In the last assembly election it 
fielded only one woman candidate. In the 
present election, none of them got elected 
except that they received a better percent¬ 
age of votes - 43.26 and 39.30. The JD(U) 
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fielded only three candidates - last time 
it had fielded a single woman candidate 
who received just 10.90 per cent of votes. 
This time in one particular constituency 
its candidate received more than 40 per 
cent of votes (Muddebihal). Even other 
parties like AIDMK (2). BSP (1). KVCP 
(I) fielded women candidates, but none 
of them retained their deposits. The same 
was true of 13 independent candidates. 
The Congress fielded 12 candidates for 
the assembly and two for the I Sabha. 
In the latter case, one particular constitu¬ 
ency received national/intcmational atten¬ 
tion - Bcilary, with Congress Party presi¬ 
dent Sonia Gandhi contesting. Other con¬ 
stituencies were simply reduced to insigni¬ 
ficance. Nonetheless, the Cungres.s ad¬ 
dressed the issue of women in different 
ways, e.speeially making every ticket seeker 
sign a declaration that they would not ill- 
treat women, believe in simple marriage, 
and .shun dowry marriage. It is interesting 
that all the six members who got elected 
to the 11th assembly came from the Con¬ 
gress (Chik kabal lapui a, Hospet, Sriranga- 
patna, Virajpel. Mudigerc). This number 
is less compared to In.st time (H). This 
clearly shows that the parties still practise 
the politics of gender bias and tokenism. 

Sinn IN ‘MOV'D’ Votks 

More than the anti-incumbency factor, 
the victory of the Congress both in the 
assembly and the Lok Sabha has to be 
analysed in terms of the shi ft in the MO V D 
preference to Congress. There are two 
political coalitions of social groups oper¬ 
ating in Karnataka fur the last couple of 
years; LIBRA and MOVD. l.ast year the 
LIBRA identified with the Lok Shakti and 
the BJP combine, and that gave the BJP- 
Lok Shakti combine the winning majority 
of seats. In fact, unlike LIBRA, MOVD 
is a shifting coalition - shifting between 
two centrist parties, mainly the Congress 
and the JD. i.ast time the division in the 
MOVD votes helped the BJP/Lok .Shakti. 
This year MOVD has completely identi¬ 
fied with the Congress, rejecting the JD, 
especially JD(S). 

There arc reasons why vokkaligas, who 
constitute around 12 per cent have shifted 
their preference to the Congress rather 
than to the JD, mainly the JD(S), when 
the latter is led by former prime minister 
Devc Gowda, a vokkaliga by birth. This 
.shift in the preference can be seen in terms 
of the voting percentage of JD(S) in a 
predominantly vokkaliga area of Old 
Mysore. Here the JD(S) has received 7.49 
per cent of votes in Lok Sabha and 11.17 
per cent in the assembly election respec¬ 
tively. In 38 as.sembly segmcnts/constitu- 
encies his party received less than 10 per 
cent of votes, and in four constituencies 


its voting percentage was less than I per 
cent. Similar is the case in the Lok Sabha 
election - here, out of 14 constituencies 
the JD(S) received less than 10 per cent 
in six constituencies. Tliis loss has been 
the gain for the Congress ~ the latter lia.s 
won nine Lok Sabha seats wre.sting three 
seats from the JD and, in the assembly 
election the Congress had won 60 (out of 
112) assembly seats, out of which it wrciited 
30 from the erstwhile Janata Dal. 

This shift has to be viewed in terms of 
the loss and recovery' of the political self 
of the vokkaliga community. After Devc 
Gowda became the prime minister of India, 
there was a power vacuum for the 
vokkaligas at different structural levels. In 
fact, reorganisation of My.sorc stale had 
given a blow to the vokkaligas, us it had 
made them a numerically smaller group 
than the lingayuts. although they have 
remained one of the dominant castes in 
Karnataka. Thi.s displacement has'had a 
spillover effect on structures of power - 
rural panchuyals. taluk development 
boards, bureaucracy, etc. In addition, 
vokkaligas have t)cen treated and Imikcd 
upon as rustic than as modernising catego¬ 
ries. Devc Gowda embodied or.symboli.scd 
the rustic nature of the community. A shift 
in the trealmciil wu.s es.sential and desir¬ 
able to compete and have an edge over 
other categurios/c.ommunitics. However, 
the Congre.ss projection of S M Krishna, 
a western educated Fullbright .scholar/ 
intellectual, hel|)cd identify the commu¬ 
nity and recover the loss of political self 
of the community. Incidentally, under the 
Congress rule, except Kcngal 
Manumanthaiuh, nobody from vokkaliga 
background had been made the chief 
minister. It is in this background that 
MOVD was .strengthened. 

Another impoiiant category is the 
Muslims and other minorities in Karnataka, 
who have once again gone back to the 
Congre.ss fold. Muslims constitute almost 
16.5 per cent of the total electorate and 
can undo the electoral arithmetic in more 
than 100 constituencies, lliis is the rea.son 
why any shift in .Muslim votes al.so has 
profound influence on electoral outcome. 
In 1985 and 1994 Muslim votes helped 
the Janata Party. In 1989 Muslims went 
back to the Congress, against the backdrop 
of rath yatras. However, in the last Lok 
Sabha election Muslims voted for the JD. 
as against the Congress. There tire factors 
why Muslims this time preferred to vote 
cn bloc for the Congress than for the JD. 
thereby strengthening MOVD political 
formation of stKial groups. 

More than the anti-incumbency factor, 
the Kargil issue and the selective attack 
on minorities elsewhere had an effect on 
voting patterns. Kargil, while creating a 


.sense of nationalism, also created a .sense 
of alienation and of abstract threat. In 
other words, Kargil while unfolding ultra- 
nationalism at one level was also chal¬ 
lenging the integrity of individuals at the 
larger level. Thi.s was compounded by 
three more factors; one, treatment of 
democratic institutions as hide-outs of ISI 
or militants. Here, in the immediate con¬ 
text, individuals became the targets, how¬ 
ever at the larger level they were taken to 
mean the whole community. Second was 
the larger agenda of the new' hindutva 
forces to saffronisc Karnataka. Thi.s came 
to the surface when new hindutva forces 
attempted to take over, in vain. Baba Builan 
Giri in Chickmagalur - a place known for 
syncretic culture; disrupt the bicentenary 
celebrations oi Tipu Sultan, and engineer 
communal riots in coastal belt. Although 
the erstwhile JD government tried to 
contain these forces the political align- 
incut of the JD and the BJP completely 
changed the scenario in favour of (,'on- 
grcss. Third was the argument ofswadc'.hi/ 
videshi. Here the. attack on an individual 
(Sonia) was taken as a thieat to the com¬ 
munity at later date. This fear grew with 
the systematic attack on evangelical 
churches in Maiigulore, threats lochuicit/ 
schools in Mysore/Bangalore. Thi.s is why 
minorities like C'hri.stiuns joined and 
strengthened the MOVD lonnalion. It is 
on this basis of rccon.solidation o( MOVD 
that the minorities demanded 28 tickets in 
the assembly election - with one candidate 
in each constituency -■ from the Congress. 
The Congress did not di.suppoint them for 
the Lok Sabha it fielded four minority 
candidates (two Muslims and two Chris 
tians) and 16 for die assembly. 

Other than these two categories support 
was also extended by other backward 
classes and the dalits. Unlike lust time 
dalits and the dalit movement largely 
favoured the Congress (partly the JDiS) 
and H.SP in selected constituencies) to 
contain the hindutva forees, mainly the 
BJP, taking over Karnataka imliiics. Other 
backward cla.sscs/castcs like bidavus, 
koramas, idigas, etc, saw in the Congress 
a party which could provide the calegi u les 
due representations and or sust.iin the 
.secular idiom of the politics. It is .igaiiisi 
this background or context of a feat of 
hindutva forces taking over Die politics of 
Kaniaiaka. challenging ili'- iiiiegrity of 
individuals and recovering Die political 
self of the community that MOVD was 
.strengthened ami coriereti.sed into a politi¬ 
cal victory to Congress. Along with that, 
MOVD was able to attract some sections 
of libra, who were disappointed with 
the JD/BJP alliance. Karnataka has there¬ 
fore chosen once again to revert to the 
dominant system of Congress rule. 
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Insurance Regulation and 
Development Bill 
An Appraisal 

Niraiijan I’ant 


Liberalisation of the insurance sector in India will see the increashi}’ 
involvement of the large and powerful insurance companies of the 
world in the Indian insurance industry. It is essential that we turn 
this involvement into a positive factor for the growth of the Indian 
insurance sectoi in particular and the Indian economy in general. 
Such an effort would, however, retjuire the support of a clearer and 
more cogent legislation than the Insurance Ilegulation and 
Development Hil! 19W. 


ON October 21, IWV) the governnu'nl 
I'iiuilly ofl'ereil the Insurance Regulator) 
ami Development Authority (IRDA) Bill 
t'orihceonsiderntion ol'the new pat lianicnt. 
Various political configurations, while in 
governmem, have shown remarkable unity 
of purpose in upholding the need to 
establish prol'essional regulation of the 
insurance sector. The Conimiltee on 
Reforms in the Insurance Sector (the 
Malhotra Committee) had made a strung 
case way back in l‘)‘>4 foi activating 
professional regulation as a matter of 
prioiily, almost as a condition precedent 
to the liirther opening up of the insur¬ 
ance sector to private participation. One 
should hope that the time taken to tians- 
cend iii'pediiiienls in the passage of the 
regulation bill would be compensated 
by enhanced understanding of the 
underlying issues by opinion leaders, 
legislators, policy-makers, the executive 
and, not the least, by the nianagers 
and personnel ot national insurance 
iiidustty. 

■file bill No h6of IW) awaiting the luid 
of the paiiiament to become an Act. is 
iiiileed an iiiiprovenient on its predecessor, 
bill no 1 .Ui i f IW6. The new bill is called 
the Iiisurance Regulatory and Development 
Authority tIKDA) Bill while the earlier 
one was (ust the Indian Regulatory 
Authoiity tlR.-\) Bill. The new bill is 
broader not only in its title but also in its 
leacli and content; and also covers major 
aiiieiicfinents to the liisuiaiiee Act iy.^8. 
the Lie Act 1956. and the (ilC Btisiness 
(.Nationalisation) Act 1972. it shows a 
u eleoiiie resolve on the part ot the eeiitral 
goveriiiiient to rid itself of many functions 
.iiid powers 111 favour of •! professional 
IRI').^ 1 he new bill akso draws from the 
recoiiiiiieiulations of the Standing 
Coiniiiittee on loc Ministry of Finance ot 
Parliament headed by a leader of the mam 
opposition and may therefore be taken to 
rcpre.seiit a w ider consensus. This is vital 


for any major legislative effoit. Yet quite 
a tew i.isues remain which we sluill discuss 
in this article. 

Ill India we have yet to absorb the 
meaning and implication of the term 
‘regulation’ in full measure and in the 
contemporary perspective. The concept of 
absolutism of government authority is so 
deeply and historically ingrained in the 
Indian psyche that the idea of prudential 
hold over any public enterprise by an entity, 
which may not he technically ‘govern- 
iiient’, does not find ready followers. The 
divide between governance and regulation 
is indistinct. No wonder that late attempts 
toset uprcgiikitorybiKliesiii various sectors 
of public enterprise have run into rough 
weather, exacei haled by inlerjHirsonal 
imbroglios. The bureaucracy, political and 
permanent alike, has consciously or 
subconscio<isly resented inroads into 
its power. On the other hand, the fiedgling 
regulatory boilies have been unsuic ot 
their role, [miwci , functions. resjMinsibility 
and accountability. The absence of jieer 
institutions, which a competitive market 
of some standing could have provided, 
IS one cause for this uneertaiiily. 1 he other 
likely cause is insufficient expression 
of legislative inieiii in the relevant acts, 
vvhich are often copious in details of 
form but are sketchy and muddled on 
substantive issues. Twenty-seven clauses 
of the 1996 version of the bill had run 
into 14 foolscap pages, but the bill had 
only one half-a-pagc clause on ‘Duties, 
Powers and Functions of Authority'. It did 
not serve the pur|H,se of draw ing a clear 
line as to w’ :re ‘government’ ended and 
‘regulation’ began, fhe new bill, while 
still devoting only a little more than half 
a page to ‘Duties, Powers and ITinclions 
of Authority’, makes up considerably by 
linking it to comprehensive and speaking 
amendmciils of the three pillar legislations 
on insurance, in three schedules appended 
to the bill. 


It is easy to see that a financial institution 
(FI) is more of a trust institution than an 
‘owned entity’. It mobilises savings from 
the public at large for its onward circulation 
in the economy. To that end, an FI is 
always a public enterprise, incspectivc of 
whether its seed capital is provided partly 
or fully by the government or by private 
sources. This premise is all the more 
applicable to FIs dealing with contractual 
savings, such us insurance companies. 
Insurers are important financial inter¬ 
mediaries selling promises of future 
delivery. They are subject to regulation in 
every significant market, although the 
degree and tenor may vary with each 
country’s social, economic and political 
environment. Indeed there are serious 
differences, especially among the eco¬ 
nomists, as to the very rationale of 
regutation. .Some economists, of the 
developed economy variety, believe that 
an efficient market is the necessary and 
sufficient condition for healthy growth ot 
insurance. They believe that competition 
will generally produce the grcatc.st benefits 
to .■'.ocicly. Yet even they agree that some, 
fonn of regulatory control is necessary. 
They want regulatory control which 
maintains and furthers competition and 
counters developmen' of monopoly. An 
other set ol economists does not fully trust 
the market. They believe that the lesson 
of hisloiy is that proactive regulation is 
needed to prevent the abuse of consumers. 
They outline that insurance is a business 
different from any other, primarily because 
ofits fiduciary nature and the uncertainties 
inherent in the insurance pricing process. 
F’urther, it is much more pervasive in 
intluence over individuals and the economy 
than banking. Insurei failuies would effect 
a larger body of persons thtin those diicct 'y 
involved with the insurance transaction. 

VVhctherproactive or reactive, regulation 
of economic affairs such as insurance has 
essentially a prudential air about it. This 
is where it is diffcient from ‘government', 
which is mainly an administrative device. 
Although, therefore, in the tripartite 
division of state polity into legislature, 
judiciary and executive, the economic 
regulatory institutions are clubbed with 
the executive; the need to insulate 
‘regulation’ from the core executive is 
being progressively recognised every¬ 
where. Regulation is not as much about 
enforcing pre-set laws, as it is about 
promotion, development and facilitation 
of the spread of prudential practices of 
business and financial reporting. This 
rcr|uircs the regulators to develop acutely 
sensitive eyes and ears for market 
developments. Regulation must provide 
legal, non-arbitrary, policy responses to 
the madblotks of tlic business, especially 
where business itself fails to respond by 
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its self-fixing mechanism. 

In a parliamentary form of democracy 
such as India, the dividing line between 
the functions of the political and permanent 
executive has progressively become thin. 
Further, here the political executive retains 
the legislative initiative for economic 
affairs. Regulation of insurance, u.s indeed 
of the whole financial sector, is essentially 
an economic affair. It is necessary to 
minimise, if not prevent, conflict of role/ 
interest between the legislative intent and 
executive action in regulatory matters by 
making the former as explicit as possible. 
The assertion of the developmental nature 
of regulation by insertion of 'development’ 
in the title of the IKDA bill is a welcome 
step. Yet the new bill needs a closer 
scrutiny, es|iccially in the context of the 
argument of clarity iti legislative intent 
and autonomy of IRDA. 

The Preamble 

The preamble of the ItJW bill goes to 
stale as follows: 

I'hc Insurance Regulatory Authority Bill 
1999. A Bill to provide for the 
establishment of an Authority to protect 
the intereMi oj the holders of insttraiiee 
policies and to regulate, promote and 
ensure orderly growth of the insurance 
industrs and for matters connected 
therewith or incidental thereto... (emphasis 
added). 

Now, 'holders of insurance policies’ is 
certainly a very important constituency, 
perhaps the most iniportani conMituency, 
which IKDA has to look niter, hut it is not 
the only one. The sttiletiient in the manner 
us above in the preamble of the bill makes 
IRDA’s responsibility rather lopsided, and 
lakes the ftKus away from IRDA’s main 
function, i e, to regulate the business of 
insurance all around. Semantically, the 
term 'to regulate’ by itself means ‘to put 
in gooi! irder’, and it may not be necessary 
to labour this point further by asking IRDA 
to "ensure orderly growth of the insurance 
industry and for mailers connected 
therewith or incidental thereto...’’. Indeed, 
“interest of the holders of insurance 
{K>licic.s’’ is rather an omnibus phrase and 
needs to be qualified by the adjective 
‘righlful’. IRDA’s concern foi the interest 
of the holders of in.surance policies must 
be tempered with the 'rightful’ interests 
of other stakeholders. Secondly, it would 
be more appropriate if the bill cmphasi.sed 
the facilitating role of the regulator. 
Insurance is a business of 'utmost trust’, 
and the law must place some trust on the 
scif-eorrcction machinery of the industry 
(of course, after consciously promoting it 
in the first place). Inclusion of the term 
’ensuring’ in the wording of the preamble 
would also suggc.sl, rather unfairly, that 
IRDA would bear the mandate and onus 


of 'orderly growth', etc, all upon itself. 
Would it not be a little more appropriate 
and reader-friendly to re.statc the preamble 
on the following lines? 

TTie Insurance Regulatory and Develop¬ 
ment Authority Bill 1999. A Bill to pro 
vide for the cstahlishincnt of an Authority 
for regulating the business of in.surance to 
protect the righlful interests of the holdci's 
of insurance policies, and to facilitate a 
healthy growth and development of the 
insurance industry, and for innticrs 
conncclcd...ctc. 

It is very well to establish IRDA as a 
body corporate, having perpetual 
succession and a common seal, etc, with 
power to sue or (w iih the liability to) be 
sued (clause .3(2) of the bill). But one 
needs to be a little more explicit in regard 
to the professional accountability of IKDA. 
and to that end evaluate the wherewithal 
available with it. The first step in this 
direction would be to make most of the 
things pertaining to IKDA. which are still 
as.signcdtothc central government’ in the 
new bill, explicit in the hill itself. It must, 
however, be .said that the new bill is an 
improvement upon the 1996 bill, which 
often gave one the impression that IRA 
was being set up on sufferance, more as 
a regulated than regulatory authority! 

AppottUtnent of Full-time Members 
oJ IRA 

We are still lar ttff from establishing 
broad-based appointment panels foi 
appointment of statutory officials such as 
C’lic, fit’s, C’AG, etc. although a beginning 
has iscen made in having an appointment 
panel for CVC. The appointment of 
chairperson and full-time membeis of 
IRDA should also be made alter obtaining 
recommendation fioin an appropriate 
broad-biLscd apfKiintment panel, ratherthun 
leaving it solely to the 'central government' 
in an ad hoc manner. With the growth of 
insurance business in the country, the 
sensitivity of these appointments would 
grow, and a corresponding .sensitivity in 
the manner of then appointments would 
be in order. The legislative intent ol 
appointing of the 'persons of ability, 
integrity and standing, etc’ must be 
in.stitutionally socuied rather than be left 
to bureaucratic pioccdurcs and narrow 
pulls and pressures at a panicului point 
in time. 

The 1999 bill does well, unlike 1996 
bill, to uncquivocully state the power of 
the chairman of IRDA in regard to “general 
superintendence and direction in respect 
of all admini.strative matters’’. It also seeks 
to create a more broad-basctl Authority by 
providing for a ma.ximum of five full-time 
members than one with three full-time 
members, which the Malhulni Committee 
and 1996 bill had proposed. The new bill 


gives a five-year term each to the chair¬ 
person and full-time members, with the 
upper age limits ot 6.S and 62 years, 
rcsiiectivcly. The bill diKS not ensure any 
fixity of term to chairi>er.soii and members. 
It rather indicate: that IRDA can be 
superseded by the central government 
almost at will. It is ironical that the bill 
vaxes more elmjucnt on the ‘Powci of 
('entral government to supersede the 
Authority’ than on the 'Duties, Powers, 
and l■uncllOlls of the Authority' it.self in 
the main body of the bill! 

Another new feature of the 1999 bill is 
the restriction on the chairiK'ison and full¬ 
time members accepting government or 
private employment foi two years .ifler 
their term in IRDA, and not for all time 
to come, as was done in the 1996 bill. This 
provision in the new bill conflicts w ith the 
objective that IKDA appointees dischaige 
their duties fairly without fear and favoui 
in a very sensitive area; as the cariot ol 
financially inoie lucrative re-cmploymcni. 
albeit after two years, would dangle bcfoie 
them during the ix'iiod they vvoik in ibc 
Authoriiy. As it is, many retiri'd govern 
ment and f^.Sli employees heat this 
restriction by working as consultants. It 
IS lime that one found a belter solution to 
.securing more capable and dispassionate 
as.socialion of appointees, not only in IKDA 
hut also in siinilar other icgiilatory 
institutions. Such solution could include 
making the term of IKDA up|H>intee.s more 
assured, doing away with the provision ol 
superseding IKDA through executive fiat, 
removing the upper age limits ol (>.5 and 
62, an appropriate remuneration policy, 
and assignment of suitable otficial .status 
to them, 'fhe matter of salary and 
allowances and other terms and condi¬ 
tions of service of IRDA chnirpei.son and 
full-time members needs to he icsolved 
.squarely and definitely in the legislation 
itself, esjvecially in view of the fact that 
IRDA would have its own .souices ol 
funds. The bill, liow'evci, afloids IRDA a 
welcome leeway to determine appmpriale 
remuneration policy, etc, lor its own 
employees. 

Duties, Powers, and Functions oj IRDA 

There isjust one clause, No 14, with iwo 
sub-clauses, which runs a little ovci hall 
a page in the new bill regarding ihc ‘ I luiics. 
Powers and l•unction,s’ ol IKDA. The 
words 'duties’, 'powers’ .iiul ■lunctions’ 
have been u.scd rather loosely and some¬ 
what interchangeably in the bill. In the 
context of Icgislaiivc empowerment, alt 
these three wools aie quite sacred, and 
must be uscil moie carefully, cogently, 
exclusively and explicitly. The sub- 
clause I ol the clause 14 begins by sternly 
telling that IKDA shall have the duty to 
ensure orderly growth ol the insurance 
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market. While the intention of this sub- 
clau.se i.s well taken, its simplicity bctray.s 
a lack of appreciation of the bu.siness of 
insurance. In.surancc business i.scs.sentiaily 
cyclical and i.s dependent on a host of 
internal and external faetors. It is the 
primary function of insurers to contain 
this cyclicality by loss control and risk 
management devises. IRDA could at best 
have ‘the duty’ to regulate, pnjmotc, and 
‘facilitate’ orderly growth of the insurance 
business. It would be neither correct nor 
justinable to assign the duty of ‘ensuring’ 
the orderly growth, etc, to IRDA, which 
it would not be competent to discharge 
even with the best intentions and resources. 

In the next sub-clause, the bill lists out 
certain general and specific ‘powers and 
functions’ (in one breath!) of IRDA. This 
listing, from item (a) to (q) is a curious 
mix of substantive matters, trivia, and 
generalities. Item no (b) says that the ‘power 
and functions’ of IRDA shall include 
“protectionofintcrcstsofthe policy holders 
in mutters conceniing assigning of policy, 
nomination by polieyholdcis. insurable 
interest, settlement of insurance claim, 
surrender value of policy, and other terms 
and conditions of contracts of insurance”. 
Tlie definition of intere.slsofpolicyholders 
need not have been clarified in such a 
lengthy yet incomplete manner. All these 
functions arc the primary responsibility of 
the insurance companies themselves, and 
of the 'Ombudsman' who arc likely to be 
appointed for first hand external redress 
i»f consumer grievance, as per the 
recommendations of the Malhotra (.'rrm- 
mittee. Itcnt (e) lists “promoting efficiency 
in the conduct of insurance busines.s” as 
one of IRDA functions. This is a valid 
function, but should be mentioned in con¬ 
junction with the function of promoting 
‘effectiveness andeconomy’ in the conduct 
of insurance business. Lately, promoting 
(and soinciimes ensuring) availability and 
affordability of insurance to the needy 
groups has emerged as a valid function of 
iiisur.incc regulation even in the developed 
markets, hence the term ‘effectiveness’. 
It is also necessary to ensure that a trust 
institution such as an insurance company 
dtxrs not go haywire in its management 
expenses; hence ‘economy’. 

The item (f) r>l the second sub-clau.sc 
of elau.se 14 gives IRDA the power for 
“promoting and regulating professional 
organi.sations connected with the insurance 
and reinsurance bu.sines.s”. Over a period 
of time one expects that non govcnmicni 
bodies such as insurance rating bureaux, 
academic .ind R and D bodies relating to 
insurance, and self-regulatory bodies 
would come up in India also in the manner 
of countries wnh developed insurance 
markets. IRDA mas evince promotional 
and optional interest in such institutions 
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(with their agreement!). But it is a dif¬ 
ferent thing to pre.scribc regulation of such 
bodies by IRDA; it may neither be desirable 
nor free from questions of propriety. 
Similarly, provision in item (h), which 
give sweeping powers to IRDA to seek 
information from, undertake inspection 
of, and conduct enquiries and investi¬ 
gations including audit of “other orga¬ 
nisations connected with insurance 
business”, may likewise he both un¬ 
necessary and quc.stionablc. 

Insurance product pricing is a matter of 
considerable sensitivity, and there are 
various views as to whether, in the long 
run, hands-on regulation of rates would 
better serve consumer interests, or an off¬ 
site speed controller’s role for the regulator 
would be a better option. Even now a good 
number of items tire outside the tariff 
regime of the Tariff Advisory Committee 
(TAC). The Malhotra Coininittec had 
discus.sed the matter of insurance product 
pricing at great length. In consideration of 
till cuiTcnt state of the Indian market it 
did advise against total abolition of the 
tariff regime, but had .suggested that the 
area under tariffs should be progressively 
reduced to promote competition and to 
improve underwriting skills. The com¬ 
mittee had recommended that f AC should 
be delinked as from GIC and should 
function as a separate body under appro¬ 
priate supervision of IRD.A without 
actually becoming a part of it. It had 
apparently in mind the quasi-judiciai 
responsibility of IRDA in regulating the 
insurance product pricing and in clari¬ 
fying the nature of its association with 
TAC. It did not apparently want IRDA to 
be encumbered with any hands-on control 
of “rates, advantages, terms and condi¬ 
tions that may be offered by insurers”, as 
suggested in the new bill (item (i), sub- 
clause 2, clause 14). 

It was necc.ss.iry to have mentioned the 
exact nature of as.sociation of IRDA with 
TAC than to have summarily stated in the 
bill that the former would supervise the 
latter. T AC’s ftmetions have aclo.se bearing 
on the product pricing of the non-life 
insurance .sector. While it is in order for 
IRDA tocxcrci.se promotional supcrvi.sion 
of TAC the latter needs its operational 
autonomy. IRDA’ssujiervi.sory association 
must remain at arms-lcngth with TAC. A 
hands on supervision and control by IRDA 
of TAC would conllict with its regulatory 
function iinsurance pricing; and would 
perhaps also not be in tunc with its 
developmental role. 

Items (k). (I) .and (m) make a sketchy 
one-line mention of regulation of invest¬ 
ment of funds, maintenance of margin of 
solvency, adjudication of disputes between 
insurer and intermediaries. Copious con- 
temptvrary legislation of other developed 


and emerging markets is available in these 
areas. It is necessary to make the legislative 
intent more explicit and clear in the bill 
after due diligence, deliberation, and 
thought, with due regard to our own 
national requirements. Leaving them 
incompletely stated would leave the scope 
wide open for extraneous interventions of 
executive fiats and avoidable litigation. 
The 1999 bill also leaves untouched the 
niatterol’original and appcilatcjurisdiction 
in regard to the exercise of adjudicatory 
powers and other quasi-judicial functions 
by IRDA. 

A new insertion in 1999 bill is about 
the power and functions of IRDA for 
“specifying the pcrcentagcof life insurance 
business and general insurance business 
to be undeitaken by the insurer in the rural 
and social sector". It is not clear what these 
two sectors stand for in the context of 
insurance business. Agricultural insur¬ 
ance, for instance, is largely govenimcnt- 
administered insurance in many countries, 
even in the US and Canada, but the private 
insurance companies are required by law 
to market and sell the related insurance 
products. Similarly there are provisions in 
US insurance laws to make affordable 
insurance services available to under- 
serv cd segments of society. Insurers lacing 
competition would certainly cover 
population and enterprise i n the rural areas 
on their own for their own good, as indeed 
is being done by all significant consumer 
goods companies in India. Rural sector in 
India is a multi-dimensional thing, and 
denotes a wide sirectruin consisting of the 
rich countryside of Punjab and Haryana 
as well as interior tribal villages of 
Kalahandi. If the intention of the bill were 
to enable IRDA to prescribe marketing of 
insurance products amongst under-served 
segments in rural areas in a concessional 
and affordable manner, it would need to 
be .spelt out more cogently. 

The term ‘social sector’ is indeed a 
unique invention of this bill. Insurance by 
itself i.s a social hiisine.ss. Presumably the 
intention of the bill i.s to enable IRDA to 
prescribe minimum insurance coverage of 
deprived and underdeveloped segments of 
the society, both rural and urban, by the 
commercial insurers, at prices affordable 
to the target groups. It would, however, 
need to be spelt out more cogently and 
specifically. The one-line insertion of 
item (p) in sub-clause (2) of clause 14, 
defining powers and functions of IRDA 
for specifying the ixsrcentage of life insur¬ 
ance business and general insurance 
business to be undertaken by the insurer 
in the rural and social sector, is insufficient. 
It also gives an uneasy feeling that the 
government may be paying only lip ^rx'ice 
to a vital concern of insurance regulation, 
to quieten the critics of the bill. 
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Itis necessary to define the powm vested 
with a statutory body such as IRDA with 
precision in the legislation itself, and to 
avoid saving clauses such as “exercise 
such other powers as may be prescribed” 
(as in item (k) of sub-clause (3)). All 
bodies created by the statutes deri ve power 
vested in them by sovereign power of the 
people, i e, the parliament, as embodied 
in the relevant legislation. Such vesting 
must be exhaustive and exceptional in the 
Tii-st place. iLs amplification or modification 
should also be done by supplementary 
legislation only after due thought, 
deliberation, and diligence, and not by 


executive fiats or subordinate legislation. 

Big insurance companies of the world 
deal in huge corpus of funds and have 
tremendous financial and political clout. 
Liberalisation of the insurance sector in 
the ultimate analysis will see increasing 
involvement of these powerful players in 
the Indian .scenario. It is necessary that we 
turn this involvement and association into 
a positive value addition to the growth of 
the Indian insurance .sector in particular 
and Indian economy in general. Such an 
effort would require support of more 
puis.sant, clear and cogent lcgi.slatioii than 
what the 1999 IRDA bill provides. 


JAMMU AND KASHMIR 

Message of the Lok Sabha Election 

Balraj Puri 


The weakness of India's position in Kashmir is not that its most loyal 
leader there, Farooq Abdullah, has reached the lowest ebb of his 
popularity. It lies in the virtual collapse of all democratic iind secular 
opposition to him. The failure of the Indian system to provide a 
viable democratic and .secular outlet forces it to .seek and .strengthen 
the communal channel in Jammu and the secessionist channel in 
Kashmir. 


THK National Democratic Alliance has 
swept all the six Lok Sabha .seats in Jammu 
and Kashmir. What makes this sweeping 
victory so conspicuous is the fact that the 
Muslim population is around 30 per cent 
in ihclwoconstilucncies of Jammu region. 
48 percent in l^adakh and over9.'i percent 
in all the three constituencies of the 
Kashmir Valley. There is hardly any 
constituency in the rest of the country with 
such a large Muslim percentage where the 
BJP or any of its allies has won. 

It wi.'dd seem that the anti-incumbency 
factor - against the central and state 
governments - did not work in J and K 
state. Indeed, the BJP increased its lead 
in the Jammu-Pooncli constituency from 
1.28 lakh in 1998 to 1.40 lakh in 1999 and 
in the Udhampurconstitucncy from 68.(XX) 
to 1.18 lakh. The party also led in the 
Mu.slim majority assembly segments of 
Poonch, Banihal, Doda, Indcrwal and 
Ki.shtwar. 

Similarly, the National Conference 
increased its tally from three to four seats 
within a year. Its candidate from Srinagar 
constituency, Umar Abdullah, stood eighth 
in the country in the size of the margin 
over his adversary which was 38 per cent. 
In Anantnag it trounced the veteran 
Kashmiri leader Mufti Mohammad Sayeed 
who had won the seat in 1998. In 
Baramullah, the sitting MP Saij-ud-Din 
So7. lost his security depu.sit at the hands 
of the National Conference - as if the 


Muslims of the constituency wanted to 
punish a man whose vote had bn)ught 
down the BJP-led govcnimcnt. 

The.sc partial tacts present an inexplic¬ 
able picture of the electoral behaviour of 
the people of the state. The NC-B JP all iance 
at the centre should logically have been 
popular neither with the Musliuis of 
Ka.shmir nor with the Hindus of Jammu, 
the respective bases of the two parties. 
Some more facts may be considered to get 
a fuller view. 

The NC won the Srinagar scat with less 
than 10 per cent of the total votes. Only 
5 per cent of the votere cast their frunchi.se 
in favour of the ruling party in Anantnug 
while it secured just 11 percent of the total 
votes in the Baramullah constituency. Tlie 
percentage of votes polled has been rapidly 
falling in the three constituencies of the 
Kashmir region liom 1996. In Srinagar it 
was 34.91 in 1996, 30.06 in 1998 and 
11.96 in 1999. In Anantnag the percentage 
was 50.13, 28.1.5 and 14 rc.spectively in 
three elections while in Baramullah it wits 
41,42 and 27.8. The percentages do not 
repre.scnt the ptisiiion in all the assembly 
.segments and include .some ‘special’ 
segments where the polling was unusually 
high. In the Srinagar constituency, for 
ittstance, in the Charar-e-Shrief .segment 
which has a high army pre.sencc, polling 
was as high as 46 per cent. Otherwise it 
ranged from 0.5 to 5 per cent. In the 
Jammu region, unlike in 1996 and 1998 


when Muslims voted heavily for the 
National Conference, this time there was 
a precipitous fall in the voting percentage 
in the Muslim majority assembly .segments. 
In Banihal only 7 per cent voters cast their 
votes. In mixed cotistitucncics the voting 
percentage was 35 in Doda and Kamban, 
26 in Bhaderwah, 24 in Kishtwar, 23 in 
Inderwal, 21 in Surankot and 26 in 
Mcndhar. 

There is no doubt that the thretit of the 
militants and the campaign of the .seces¬ 
sionist groups against participation in the 
election mattered in reducing the polling 
percentage. Political workers and voters 
were threatened and killed for election 
aclis'ity. But this factor must bedi.seounted 
by two contrary factors. First, according 
to government claims, militancy has 
tleclined since 1996. Secondly, the press 
has extensively retxirtcd large scale use of 
threat and violence by the security forces 
to ccKM'ce people to vole. The lact mat a 
large number of voters iiivaliduied their 
votes would confirm that they had not 
willingly come to vote. Most of them told 
media persons that they entered Uic polling 
b(H>th to get indelible ink on their lingers 
winch they had to show to the security 
forces toesca(ic their wnith, but had record¬ 
ed their protest by invalidating their ballot, 
rite percentage of invalid voles tiuiched 
9.6 III Baramullah, 11.5 in Anantnag and 
4.8 in .Srinagar constituencies. 

Wlwt about the 5 to 10 per cent votes 
polled by the ruling party in Kashmir 
region? The four senior IAS olficers 
deputed by the F.lectioii Commission us 
ob.servcrs to Anantnag conlirm in Iheir 
report that “The election was neither tree 
nor fair but full of violence. ..the electorate 
were coerced by the security forces to 
vole. The presiding officers at several 
|)olhng booths, corroborated the chatges 
of coercion made by the voters.” I’lie 
observers found even minors in the queues 
and .several “mobile voters”. They said 
vehicles carrying women voters had been 
intercepted by them (77ie Times oj India. . 
October 6, 1999). 

Thus it is obvious that even the 5 to 10 
per cent voles secured by the ruling party 
in the Kashmir Valley were not entirely 
genuine. Observations of media persons 
and allegations of the opixisilion need nut 
be cited as further evidence to piovc this 
fact. In the Jammu region, even the o/ ficial 
figures demonstrate a precipitous decline 
in the strength of the paiiy it led in only 
six out of 37 as.sernbly segments while it 
has 19 MLAs Iroiii the region. 

There is only one constituency, Ladakh, 
where the National Conference victory 
has a pluu.sible explanation and legitimacy. 
Muslim and Buddhist candidates of the 
NC and the Congress, respectively, had 
almost polarised the electorate on 
conmiinal lines. The Buddhi.st vote for the 


Economic and Political Weekly November 6, 1999 


3169 



NC secured by the two Buddhist ministers 
of state in Farooq’s ministry and a Buddhist 
member got elected to Kajya Sabha by the 
NC tilted the balance in favour of the 
Muslim candidate of the ruling party who 
got 52,187 votes against 5().()97 votes 
|)olled by the Congress, i c, 45 per cent 
and 45 percent, respectively. The allega- 
iif)ns made by the rrpposition regarding the 
use of the official machinery to influence 
and mobilise voters here pale into insigni¬ 
ficance when compuR-d to what happened 
in the Valley. 

As far as the BJP is concerned, though 
It pul up .some Muslim candidates in the 
Valley and its candidate at Anantnag was 
killed by the militants, it is essentially a 
party ol Jammu Hindus. It claims to fa: 
fighting fur the cause ofllindus and Jammu 
against what it calls Kashmiri Muslim 
rulers. For its alliance with the .same rulers 
at the centre, it has been mauled by the 
voters, though to a lesser degree than they 
have done ihe NC. Its votes declined quite 
drastically IVoiii 7.8*1,529 in Jammu PiKineh 
and 5,2.5.610 in Udhainpui in 1*198 to 
2,89,412 and 1,*J4.678. respectively, in 
l*;')9. 

The electorate in J and K state, has thus 
registered a vole ol protest against Ihe 
ruling parlies in the state and at the centre 
and more particularly against an alliance 
between them and against the 
csiablishinent and the system. True, the 
lower percentage of votes polled in Jammu 
and the fall in the votes of the HJP do not 
contradict the fact that the popularity of 
the (ither parties has fallen even more. 
Oespiie the decline in its voles, it haf 
increased its lead over its nearest rival, the 
NC. because of Ihe much .shar|ier decline 
ol the Muslim votes polled. Similaiiy, the 
much smaller percentage of votes polled 
by the NC and the glaring malpractices, 
much larger percentage of boycott and 
invalidation of votes in Kashmir valley do 
not automatically and convincingly 
establish the claim of the opposition 
candidate .or the Hun iyat Conference and 
other anii-clection and anti-India forces of 
a better support for theirrcsiKclivc causes. 

The decline in the si/e of total voles 
polled in 19*J6, l*)98 and 1*>99 in no way 
measures any proportionate rise in anti- 
India sentiment. For a much larger 
percentage of Kashmiri Pandit migrant 
Miters, who could neither be iiillticnced 
by secessioni.st appeals nor threatened by 
militants, boycotted the poll. The mimbei 
of Ilmdn migrants living outside the 
Kashmir \ alley who caste their votes was 
l.tKM) in .Snn.nzar, 1,250 in Anatnag and 
1..500 in Baiauuillah. In all the three 
constituencies 2,7.sO voters out of 1,00.(K)0 
registered volets, i e, only 2.7 per cent 
voters, partieipaictl m the polling. 

li is therefore fair loionclude that both 


Hindu and Muslim voters who decided to 
boycott or invalidate their votes did so 
because tliey did not have an alternative 
choice. The written message dropped in 
the ballot ixixcs by some of those who 
were forced to vote give an inkling of their 
mind. Perhaps one such me.ssage which 
said 'aapsabchorhain’ was representative. 

The weakness of India’s position in 
Kashmir is not that its most loyal leader 
there, F'arooq Abdullah, has reached the 
lowest ebb of his popularity. It lies in the 
virtual col lapse of u democratic and secular 
opposition to him. The failure of the Indian 
system to provide any viable outlet forces 
it to seek and strengthen the communal 
channel in Jammu and the secessionist 
channel in Kashmir. 

The '.secular' opposition is as much 
responsi bic for the collap.se of the electoral 
experiment in Kashmir as is the BJP-NC 
alliance. While persons like Mulayam 
.Singh Yada V and Sharad Pawar were accu¬ 
sed of suspected or secret understanding 
w'di the BJP, no secular voice was raised 
against Farooq Abdullah when he openly 
sang paens in praise of the BJP and the 
RS,S. Not a single 'secular’ leader visited 
the Kashmir Valley during the election 
campaign to give vent to the anti-incum¬ 
bency sentiment and expose the 'anti- 
Muslim' motives of the BJP. The failure 
of the secular parties to come to the rescue 
of poor.Saif-utl-Din Soz, who proved their 
saviour at the time of the voting on the 
confidence motion of the then BJP-Ieu 
govemment, would prove a deterrant to 
all potential dis.sent within the NC and 
force its ranks to act like bonded slaves. 
.Simil.irly, the failure of the secularists, 
liberals and civil rights activi.sls to expose 
the larce of ihe election might lead to loss 
tif faith among Kashmiris in the Indian 
people and Inilian institutions as a whole. 

The Congress Parly, the only effective 
opposition, parted company with its tallest 
leader. Mufti Mohd Sayecd, on a non¬ 
issue. It rejected his demand for a dialogue 
with the mililants and the .scce.ssionist 
groups without pre-conditions. The party 
leadership in Delhi did not know that such 
an offer had lieen made by the Congress 
government in 1*W5 but was outrightly 
rejected by all the groups unless Pakistan 
also joined the dialogue. The ball was, 
thei cfore, in tiieir court. When the Congress 
returned to power, it could consider the 
reque.st for a dialogue if and when it was 
made by ti esc groups instead of making 
the issue as a breaking point with its most 
effective lender in the state. 

The Mufti was equally tractless and 
reckless. His group left the Congress and 
floated a regional outfit called People’s 
Democratic Party. It had no time to build 
up an organisational and election machi¬ 
nery throughout the state. Politically it fell 


between two stools. In the abtsence of any 
substantial base in Jammu and Ladakh and 
the moral support of a national party, its 
claim to be an alternative to Farooq’s 
“corrupt, inefficient and anti-people 
government" did not inspire confidence 
among even the voters in Kashmir region 
and the ambitious claim to resolve the 
Kashmir problem not only lacked credi¬ 
bility, given the past record of the Mufti, 
but also threatened and provoked the 
secessionist groups who declared that he 
was a greater enemy than Farotx] and thus 
intensified a more violent form of the 
election boycott campaign. His daughter 
Mehbooba had certainly carved out a 
popular base in Bijbehare which she 
represented as a Congress MLA. Her per¬ 
formance as leader of the Congress legis¬ 
lature party si nee 19‘J6 added to the prestige 
of her father who was elected to parliament 
in 1998 from Anantnag con.stitucncy of 
which Bijbchara was a part. But that made 
the duo more ambitious and over -confident 
than the cireuinsiances warranted. Mch- 
booba resigned from Ihe assembly and 
contested from Srinagar for parliament 
against Umar Abdullah, son of the chief 
minister. It undermined the moral legiti¬ 
macy of the Mufti’s campaign against 
what he used to call the family rule of 
Sheikh Abdullah family and divided the 
opposition voles. 

■The Congress, which c,\clusively relied 
on Jammu voters, did not take a positive 
stand on regional autonomy, the only 
antidote to the communal stance of the 
BJP. Nor did it oppo.se the NC govern¬ 
ment’s plan to divide Jammu into Hindu 
and Muslim majority regions. In the 
ab.sence of much support in the Valley, the 
Jammu Congress could not be a credible 
alternative to the NC and in the absence 
of any stand on regional aspirations, it 
could not compete with the BJl^ in Jammu. 

Thus neither the Congress nor the Mufti’s 
regional party could make much dent into 
the NC-BJP polarisation in Jammu and 
NC-Hurriyat polarisation in Kashmir. The 
election has re-established the dominance 
of the Farooq-Hurriyai-BJP triangle. None 
of them threatens the other and each is a 
source of strength to the other two. They 
arc like three poles which apparently arc 
opposed to one another, but each gets 
support from the other two. For neither the 
llurriyat nor the BJP is an alternative to 
Farooq. Neither BJP nor Fanwq is an 
alternative to the Hurriyat. And neither 
Farooq nor Hurriyat is an alternative to the 
BJP. The three have a vested interest in 
the statusquo and in preventing any secular 
liberal opposition from growing. While 
the NC-BJPcoIlu.sion isopen, their.similar 
collusion with the Hurriyat may not be 
con.scious. But the convergence of their 
interests is obvious. 


jro 
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KASHMIR 

All-Round Failure 

(iautam Navlakha 

Unlike other states, it was nor this or that party which lost the 
election in Jammu and Kashmir - it was the Indian state. The low 
voter turnout .showed that the people of Ka.shmir cannot accept the 
rituals of the democratic process unless their rights are respected and 
the 'security ’ forces are contained. 


IF a war over 340 sq kms of the Kargil 
sector of the line of control can be termed 
a great victory' by the government of India, 
then the low turnout of voters in the two 
consliiueneies of the Kashmir valley 
signals a defeat. And if people matter 
more than the inhospitable disputed ter¬ 
ritory acquired in 1971, the 13 per cent 
turnout in the elections in Srinagar and the 
37 (ler cent turnout in Buranu'la are a 
chilling reminder of the alienation of the 
Kashmiris. Hven this low poll was accom¬ 
panied by allegations, reported widely in 
the press, of the security forces forcing 
people to vote. Chief minister F'arooq 
Abdullah had himself declared on 
September 15: “militants arc thrcaieiiing 
you not to cast your vote. 1 will do the same 
to make you vole”. Rven as election 
rhetoric, this statement raises inconvenient 
questions. Arc 2,000-3.01)0 inililants 
capable of holding lakhs of fieoplc who 
desire to vole to ransom in a place which 
has more, than three lakh Indian security 
personnel? Was the government lying 
w hen it claimed as recently as in April this 
year that militancy had been contained? 
If we accept for the sake of argument that 
elections were ‘free and fair’ in 1996 and 
1998 with 40 and 30 per cent voting, 
respectively, does it mean that there ha:, 
been a sharp deterioration in the last IK 
months? Whatever be the answer, this is 
clinching proof of the failure of the 
government’s 11 years old militaristic 
appiojch and the now-on-the-ri.se. now- 
in-dccline claim.s about militancy as a 
matter of political expediency. 

The current situation approximates that 
in 1989 when elections were boycotted by 
more than 93 per cent of voters. Then as 
now, refusal to recognise the movement 
as a material force compountied the prob¬ 
lem. Because even then the onus was placed 
on the fear of the militants, although they 
did not number more than .3(10! In this sen.se, 
the government is a victim of its own 
making. First militancy was privileged over 
the popular movement. Then militancy 
was projected us 'Pakistan inspired’. Sub¬ 
sequently, militancy has been dubbed as 
a ‘proxy war’ by Pakistan. Now fear of 
Taliban-like forces haunts the Indian 
government. And since ‘jehadists’ arc said 
to have hijacked popular aspirations, .saving 
the Kashmiris from the ‘mujahideen’ even 
through coercion is justified. The ‘victory’ 
in Kargil came in handy to reinforce the 
demand that the Kashmiris have to recon¬ 


cile themselves to remaining a part (4 India. 
No woiidcrlhe government failed to notice 
that while there w.is rcscnimenl against 
Pakistan for undermining and discrediting 
the movement Ihnmgh their act of adven¬ 
ture in Kargil, there was no commensurate 
enhancement ot confidence in India. 

Before the elect h )ns, die RC' had declai cd 
that more than 7l)pei cent of 6,511 polling 
.stations in J anti K wore .sensiti ve or hyper¬ 
sensitive: thi.s iiicliuled 85-90 pci cent in 
the valley’s three and .50 pet cent in 
Jammu’s two l.ok .Sabha constituencies. 
Thccategory ol seiisiiivcorhy|x*r.senMlive 
polling stations oulinarily means areas 
where there is tlirea' of rigging or voter 
inlimidiitioii. In the context ot Jammu and 
Kashmir where tlieie has been a decade 
long movement ilcnianding the right of 
self'delcrminatioM. this acquires another 
slant. It should lie icnd to mean that the 
jieople want to cast their voles but the 
presence of armed militants acts as adeter- 
rcni. This justifies ihc use of force against 
the voters ‘in onlci to save them from the 
wrath of the militants’. Although the 
popular mood was plain enough long 
before the date ol the election. In a telling 
comment on the National Conference, at 
a lally in Faro(H| Abdullah’s assembly 
con.siitucncy, (ianderbal, on August 31) 
hardly anyone iiirned up. Media has also 
reported use ol loice to create crowds lor 
election meetings. 'I’his exposes the hiatus 
between an estranged people and an 
in.scn.sitive government which dismi.sses 
the need to regain their confidence and 
engages instead in imposing its authority. 

Also ignorcfl were some other subtle 
signs of change, namely, the rise ill credibi¬ 
lity of All-Pariv I lurriyaiConference. The 
APHC had conic under a cloud for neiibcr 
being able to isintrol the militants nor 
willing to di.stai'cc it.selt from them. Some 
of its leaders came out in support ol the 
intruders in K.irgil only to realise that the • 
call for public support received no 
response. Once it became clear that the 
intruders had heeii sent by the Pakistani 
army, the APHC realised its folly and 
faced isolation Irom the public it claimed 
to represent. At the first opportunity the 
APHC distanced itscK from the ban 
announced by llarkat ul Mujahideen 
against the Amarnath ‘yatra’, launched a 
campaign to highlight the cost to India ol 
fighting milituiicy and the Kargil ‘war’ 
and, most recently, condemned the call tot 
jehad by Osama bin Laden by asserting 


that theirs is a political movement and not 
a religious war. This is an attempt to 
demarcate itself from the armed groups, 
to reach out to the Indian public, and to 
regain the trust of the people. Therefore, 
in the wake of Kargil it gained in credibility 
even as the National Conference has been 
politically decimated and confidence in 
the Indian government has reached its 
lowest point. 'I’he poll boycott campaign 
of APH(' was .sought to be countered by 
detention, anvst and restrictions on move¬ 
ment. In the name ol comhuling militants, 
demonstrations and processions by APHC 
were banned. The Flection Coiiimi.ssion 
had clarifieil that a person has the right 
to boycott us well as campaign lorclcction. 
Yet on August 37 the state goveriimeiil 
presented APHC from holding an anti¬ 
election rally at Sher-e-Kashmii p:iik in 
Civil Lines urea of-Sriiiagar and detained 
its leadcis. In fact APHC was preventeil 
Irom holding meetings elsewhere in the 
valley loo But the crackdown could not 
sUip it from undertukiiig door-to-dooi 
campaigns for poll boycott which requiies. 
in llic conditions prevailing m Kashivii, 
a large number of soluntcers. It •*as 
eficctivc preci.sely bi-cause the campaign 
converged with Ihe mood of the people 
who. caught between the Indian security 
torces and the mujuliideen and IkHwccii 
Ihe two obdurate and iries[>oiisiblegovei ii- 
inents of India and Pakistan, w'anled to 
express their desiie fur a solution that ad- 
die.s.sesthcii concerns and aspirations. Tins 
galvaniseil the API IC’ which was then able 
to organise itself well enough to hold a 
press conference an hour alter polls closed 
with reports, video prcsenlaiion, etc, 
whereas the Chiel Fleeloral Oflicer noi 
only cancelled his piess coiilerence bin 
Ihe FC ruled that llierc would he no polling, 
day press conferences in the stale. 

What has sustained the alienation is ihe 
record of the Indian security forces, f he 
bricfgi veil loihe armed forces is to suppicss 
the niovciiieiil lor right ol sell deierriiin 
atioii. The hours of duly are long, facilities 
for soldiers arc minimal, .salary and perks 
arc low. All tins is de.-tigiied to make them 
a trigger-happy force. And since the bulk 
ol the counicr-insuigcncy operations takes 
place among unarmed civilians, they 
behave as an alien force amidst an ‘enemy’ 
population. Such a force is dc.signed to 
instil fear, not inspire confidence. II ‘loieig- 
ners’ lule the roost, how come the security 
forces kill more Kashmiris than loieignei's? 
A perceptive report in /'/;<• Sitiiesman 
(September 23) ixiints out dial between 
January 1997 and August 1908 out of the 
1,562.so-called miliiaiiis killed. 1.1.34 were 
localsand only 338 weielorcigners..Simi¬ 
larly, between J.inuary and August 1999 
out ol 30.5 alleged iiiililunis killed, 260 
were local and 4.5 were forcigncis. These 
figiia-s suggest that cither the govern mcni’s 
claim about a ‘proxy war’ is misleading 
or ihai killing of non-combatant locals is 
being passed off as that of militants to 
i void charges of atnreities. 
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Besides the trend of attacks on the army 
posts raises doubts about the government’s 
claims that militancy is being run by 
'mercenaries'. Generally in such attacks 
attackers outnumber the target by 2; 1. But 
in Kupwara’s C'hak Naiusa RK camp which 
came under militant fire on August 6 and 
7 lor two days 30 militants struck at 90 
soldiers in the camp, a reversed ratio of 
1 (In the/irst half of August there were 
live attacks on security forces’ camps.) 
Mercenaries would be averse to under¬ 
taking suicidal missions. In a recent inter¬ 
view even the director general of BSF was 
constrained to say, “I think it is wrong to 
call them mercenaries". To the acts of om- 
nussion or commission are added intei- 
necincbickenngamongthe security forces. 
During 'Opciation Vijay 11’ corpscomman- 
dets were leplaced with diiector general 
ol Kashtiiya Kitles to head the unified 
headquarters in I and K without anyone 
botheiing to inform the state government. 
Now the corps commanders arc back as 
securiiy advisors but heads of other ‘armed 
lorces ol the union’ demanded that they 
will lake orders on deployment of irraips 
from the army only if the orders aic in 


K)« well o\ei a century, the Jats of north 
India have txien engaged m two parallel 
piocesscs They have, via the Arya .Samaj 
movement, clamoured loi Kshati lya status, 
which was denied to them by the forward 
casies as well as the colonial authorities. 
At the same time, they have (lersistently 
appealed lor reservations and fought for 
then siaius, in eolonial India, as an agn- 
eultuial caste The All- India Jut Mahasabha 
founded in loiccfullye.xprcssedthc.se 
two deniamts. 

The sole spokesman ol this demand, in 
the l92Us and <l)s, was Sir C'hhotu Ram. 
the Jat supremo m Puniab More than two 
decades later. Chaian Singh followed in 
his tooksteps. Yet his principal concern 
was to build a coalition of Aims, Jaks, 
< lujars and Rajputs (AJGK). Today the Jut 
eoinmunitics do not have a leader of their 
staiuic, but the Jat Mahasabha. with its 
ti.ins legional networks, has emerged as 
a.stronglrods w ith an impressive follow mg 
in flaiyana, western Uttar Pradesh ami 
Rajasthan. This is illu.stiated by the 
enthusiasm geneiaied by its campaign, 
mounted initially lu Raiasthan for grant 
of OBC’ status to Jats 

The strategy of the new ly emergent Jat 


writing. Indeedcach force wanted indepen¬ 
dent command to he given to it fur one 
area or die other. The fringe benefits that 
accompany 'independent' charge obvi¬ 
ously outweigh ‘national security' con¬ 
cerns. This has been accompanied by a 
breakdown in command and discipline. 
On July 14 the National Security Guards 
ra4cd a building after firing rockets fur 
four hours to rescue hostages from a single 
militant at Bandipirc. Army commandos 
“rescued five hostages" on September 4 
who were, according to the DO of BSF, 
not “actually held hostage". More ludicrous 
was the exchange of Hue on August 17 
between the Punjab police of Bataladistnct 
and J and K police of Kathua district over 
credit foi recoveiy of 20 kg RDX and two 
AK-47 rifles. On July 19 in the Akhnoor 
sector ol the Jammu region an army patrol 
came under BSF gunfire which killed an 
army officer and two soldiers. To make 
matters woise, the army and BSF arc fight¬ 
ing over who is to conduct the inquiry. All 
this is a fallout of deploying a large force 
for over 11 years without fearof pnssecu- 
tion lor crimes and often fighting among 
tlwinsclvcsovercrcilit, rewards and protocol. 


leadership has changed from the days ol 
Chhotu Ram. Tintay the Jat Mahasabha 
IS no longer interested, as was the ca.se 
earlier, in as.scrting the Kshatriya status of 
its followers Its chief concern, one that 
is not so oltcn aired in public, is to access 
state resources, homogenise Jat society 
vis-a-vis the others in the scramble for 
power and influence, and restore the 
political and social equilibrium that w'as 
partially disturbed by Mandalisalion. No 
wonder, the demand for reservations has 
gathered momentum, while the earlier 
clamour for Kshatriya status has been 
relegated to the ‘private sphere’. 

Two rcasoni explain this reordering of 
priorities. Fir.st, everybody recognises that 
Maiidali.sation is a fact of life and cannot 
Ih“ rolled bark. If nothing else, it provides 
a convenient reference point to various 
castes and communities, not just the OBCs, 
to stake their claims in ^e urban and rural 
ptswci structures. .Second, the reservation 
issue has gained, quite predieiahiv. much 
salience in electoral politics. .Such is the 
caste arithmetic and political parties - 
fn*m the left 'o the right - can ill-afford 
to Ignore It. Jat votes matter in several 
parliamentary' and as.scmbly con.stiiuen- 


cies. (At least in Rajasthan, it is believed, 
the Jats significantly influenced the out¬ 
come of the parliamentary elections.) This 
has vastly enhanced the bargaining power 
of the Jat Mahasabha and other Jat outfits. 

ITic Jat demand will not add up to very 
much in terms of government employment. 
But what is at stake for their leaders is not 
the percentage of jobs but political and 
social empowerment. .So the issue is not 
whether they are entitled to re.scrvations 
or not, but their perception of their future 
role in their strongholds. On this point, 
there is a remarkable consensus among the 
Jat leadership. They will not give up what 
they think is theirs. 

In the political market-place, there are 
enough parties, the BJP being the most 
recent, to go along with them. It suits them 
to do so. Yet me central question is this; 
why has the BJP, having brought down the 
V P Singh government on the M.indai issue, 
executed a volte face on the reservation 
i.ssuc'.' 'fhe explanation is not far to seek. 
The BJP, under Atal Bchari Vajpayee’s 
leadership, has made systematic efforts to 
change iks image of a forward caste party 
and wean away those castes which had, in 
the past, rallied around theCongress banner. 
This suategy worked in I Jttar l^idesh some 
tunc back, and more recently in Raja.stlian. 
Yet the issue confronting the BJPleadcrship 
is whcthei such support structures can lx; 
sustained thnxighrcservationsalnne. Doubts 
may ari sc after 1 aloo Prasad Yadu v's rclati ve 
political eclipse, and the political tumioii 
that has nx:ked Lucknow alter the general 
elections. .Some reports suggest tliat sec 
tions within the amorphous OBC category, 
having linked their fortune with the BJP, 
arc now beginning to consider alternative 
political stratcgie.s. If so, much would depend 
on Kalyan Singh's fate in the weeks to 
come If he is diskxiged, there may well be 
a major reconfiguration of caste al igninents 
in UP. This may not be to the BJJ s 
advantage. 

Even if such things do not merit 
consideration in the world virealpohtik, the 
fact is that Jats cannot be categonsed, 
objccti vely speaking, as a umficd aid homo - 
geneous entity. They are an internally 
differentiated community. What must also 
be considered is the cxpenence of UP and 
Bihar, where reservation has become the 
wcaponof the strong. Asaresult,theorigimil 
meaning of affirmative action has been io.sk 
In other words, reservation cannot be a 
.substitute for tangible economic measures 
that alone can bridge the gulf .separating the 
prosperous Jut peasantry and the landless. 

Unless some corrective measures ate 
taken at the earliest, the BJP’s recent moves 
may well backfire. In most states, the 
forward castes will not relish the prospect 
of the limited jobs that remain being 
distributed furtherfor newer groups joining 
the OBC category. Already angry Rajput 
and Brahmin groups arc beginning to flex 
their muscles. This may not be go^ news 
for a party that is so dependent on their 
goodwill and electoral support. 


Jats: Trading Caste Status 
for Empowerment 

Nonica Datta 

77ii' Juts of north India, who through the Arya Samaj movement used 
to clamour for Kshatriya status, are now demanding to he included 
among the OHCs. The demand will not add up to much in terms of 
govenanent jobs, but what is at stake for the Jat leadership is not the 
proportion of Jobs hut political and social empowerment. 
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PAKISTAN 

Democracy, Development 
and Dictatorship 

S Akbar Zaidi 

An excursion into Pakistan \s economic history sugftcsis that, rather 
than military governments per se, specific socio-economic comlitions 
prevailing during these regimes were the cause of Pakistan's high 
growth rates. Hut in the current compleli ly different .\et of 
circumstances, all those who cherish high hopes of economic revival 
under general Musharraf may well he in for disappointment. 


I'OIi all iliosc who believe that the ends 
jusiily the means, the military coup led by 
General Perve/. Musharraf has Hrouphl 
welcome roliel from the anarchy and 
mi.>fiovernment that prevailed prior to 
October 12. The expectations from this, 
the third successful mdit.iry takeover since 
1447, are particularly high, for them is a 
general helici that things have never been 
as bad as they arcat present - ‘rock bottom’ 
IS the [xipular cliche these days ■ and 
hence, the unetiuivocal support for the 
military coup from all quaners. Dissent, 
leave alone opposition, to the unconsti¬ 
tutional intervention by the chief of the 
army staff, is difllcult to find at yet another 
‘critical juiiclinv' to repeat the chid 
executive’s outworn cliche in our brici' 
.‘i2-ycar existence. 

Yet, even a cursoi'S' look at Pakistan’s 
history ovci tlie previous decades, anil 
especially so since 19X5, shows that we 
have been here time and time again. The 
chief executive’s first si>ecches conveyed 
nothin;’ but a sen.se of deja vii, both 
in teiiiis of the nature ol the problems 
ami the issue.s. us well as the .solutions. 
Accountability, better governance, de- 
centralisution, icform, revival of the 
economy, and a host of other promises and 
solutions to deal with Pakistan’s now 
familiar problems. Whether it was Jiinejo 
in 1985. Bcna/.irin 1988, Moecn Quraishi 
i:> 1993, or especially Nawaz Sharif in 
1997 with an unprccciicnted mandate never 
to be repeatcti again, this song has been 
sung itwiiy times over. So in terms of 
content and promise, Perve/ Musharraf is 
just old news. 

What seemed to make the difference 
between General .Musharraf and his pre- 
deee.s.sors. however, may have been his 
apparenteonviction, and pcrhap.s perceived 
sincerity and his ability to deliver on the.se 
promises. However, in the three weeks 


since the coup, the (icncra) has levealed 
his inability to be creative or radical, 
perhaps the two most necessary qualities 
required to deal w ith the numerous prob¬ 
lems present The composition of his much 
awaiteil National .Security Council has 
come as a rude shock to all those who had 
expectations froi’i Pakistan’s new chief 
executive, and also suggests, perhaps, that 
at best the new niiliiai-y government will 
make a few cosmeiii changes which w-ill 
nut then permit it in deliver on any of its 
uinhitiou.s promises. The choice of mem¬ 
bers of the new cabinet also leaves a lot 
to be ilesired, with a .sense of deja vii 
prevailing yet again 

However, in all this, there is one inipor- 
tiint distinction between the incumbent 
ain! the other eight governments that we 
have had since .August 1988. Following 
oiesidenl Zia’^ jilaiie crash in i9S8. the 
iinlitary decided to lake a huck.seut to the 
• -olitical process m the country, and the 
[ii'ocess which was begun by general Ziii 
in .March 19X5 when partyless elections 
were hehi. was allowed to continue by the 
military for over 14 years. In the mean¬ 
while. wc had lout elected governments 
with three caretaker governments inter¬ 
spersed hetween them. 

From the time ol the elections of the (irsi 
Bena/ir govennnent to around the Ix'gin- 
iiing of this ycai, lor the most part, the 
mi litary kept itsdistance from being overtly 
active in the political process. 'I heie were 
a few scandals in the navy and the army, 
the death of the inscrvicc C’OA.S Asif 
Nawaz, and the ptematurc retirement lust 
year of General lahangir Karamat, the 
then COAS. Other than that, for the most 
part, the military kept away fiom politics 
ill the 11 years alter Zia’s death with one 
importunt exception. It was responsible 
for a number of controversial, if not 
downright brutal, armed operations in 


Karachi against the MQM, and for taking 
credit for successfully creating a split in 
the MQM by forming the Haqiqi faction. 
Most importantly (X'rhaps, it was never the 
military directly, but always the president 
of Pakist.m. who was rcsfKinsihle for the 
dismissal of the three elected governments 
prior to Nawaz .Sharif’s recent dismissal. 

The military may have never ilirectly 
rtiled the country since August 1988. but 
there is little doubt th.it in the post-Zia 
democratic era, which the military, or at 
least (’leneral Zia ul Haq hini.self, created, 
the military helil on to powei and was a 
party to most of the important (xilitica! 
decisions taken in those years. This per 
hups is best illustrated by the military 
intervention in Kargil and the suh.set|ucnl 
fallout since. The controversy ol whether 
Nawaz Sharil oi the army was respon 
sible for Pakistan’s fiasco in Kargii was 
never really resolved, ami the blame and 
counter- blame liefore and after N iaz N ai k ’.s 
revelation, suggested that perhaps Ihcie 
was a tussle for pow'er ovei who really 
called the shots even in supiaiseilly demo- 
cralie P.ikistaii. Nevertheless, the military 
coup ol October 12, when the military 
took the decision to be. diiectly involved 
in Pakistan's political process .ind itscll 
removed the only democratically electeil 
goveriinieiU since the dismissal of .lunejo 
ill 1988, resolved the unibiguily ol wht) 
holds fund perhaps has always held) su¬ 
preme power in this country 

There Inis always been a great sense ol 
relief, if not ouiiight euphoria, at the 
dismis.sal ol governiiient.s in Pakistan, pai - 
ticiilarly since the dismissal of the fiisi 
Benazir goveni'iieni in 1990. However, 
the difference this lime round is that the 
military itsell has resumed complete power, 
and despite an aiteinpl to construct a 
civilian charade, few wouKI contest llic 
claini that Pakistan is lorinally undei 
military lulc. This is probably the mam 
reason why there is largieaterexpeeialion 
tor belter things to come, in the future, than 
in the case ol the last three dismissals ol 
elected government. The assumpiion is 
that since the military is in coniinl ot 
Pakistan’s sinking ship, unlike ilic poli- 
ticians in the past, it may actn.dly ileliver 
the pioniises made by (ienci.il Musliarial 
and all other leaders, cicticd or caretaker, 
before him. This ,l^sllnlpllon and ho|ie 
rests on the [irennse that m the context ol 
Pakistan, it is military rule which is ac¬ 
tually ‘goodloi |A*oplc’ and delivers basic 
development services and goods The years 
ul military dictatorship and martial law 
under Picld Marshal Ayub Khan and 
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Ciuncral Ziu ul Haq, arc supposed u> bear 
testimony to this claim. In contrast, dc- 
mtKTacy is seen to be a rule of greed, 
avarice and corruption, where the only 
beneficiai ie.s are politicians in power and 
their cronies. 

The ilichoiomy between democracy and 
dictatorship in terms of what they mean 
for devclopmeiu. is perhaps the best and 
most simplistic of myths accepted by 
the general public, scholars and (xilicy- 
makers. Most individuals in Pakistan recall 
Ayub Khan's decade as Pakistan's ‘best’, 
with (icneral Zia’s a close second In cont¬ 
rast, the democratic years of / A Bhutto, 
his daughter or of Nawaz Sharif, reveal 
only the worst manifeslalions of demo¬ 
cracy. Yet, these 'facts’ reveal only halt 
the true picture. 

Ayub Khan's decade of develo|iiiienl 
was indeed that a period of exemplary 
growth for the economy, in the 196(ls, 
Pakistan's economy grew hy 6.S per cent 
a year, no mean achievement fora country 
that began with very little. Agrieullural 
grow 111 rates were on average .‘5.1 per cent 
per annum in the decade, and the industrial 
seclorslutwcdeveii more impressive rates, 
ol per cent growth per annum. General 
/la’s 11 years were e<|ually impie.ssive, 
with the economy growing hy about 6.5 
per cent annually, agriculture by .5.4 per 
cent, and iiulii.slry bj K 2 per cent during 
the period 1977-K8. Moreover, lor the 
period l‘iS(i-8S. Pakistan's GDP growth 
rale was rceogiii.sed b> the World Bank 
as the loiirth highest in the world. In 
eoiiirast, in die five and a half years under 
Z A Bluiilo, ilie economy grew on avenige 
by 4.4 |U'r cent per.inniiin, with agriculture 
and iiuListry gniwing by a mere 2 percent 
on average, each; inflation Uh), in this 
perioil averaged 14 jrer eem. Worse still 
has lieen the perforinaiiee of the ceonomy 
111 tile pti ,t- 19X8 democracy period, easily 
labelled a", the worst decade in Pakistan's 
history higo, military dictatorship is far 
beiiei ili.iii democracy. 

It is ill Iced uiirortunalo that most people 
do reach ihis conclusion for Ihc) ignore 
lar loo many leatiires ot Pakisian's soei- 
ety.cconomicsandpoluics.ilial have been 
the cause of these statisiies. Moreover, 
niinierous consequciiees of ihese high 
achievements are al.so ignored, li would 
be mstriietive to Imik at some explanatory 
laetois and their subsequent lesults. 

.•\yub Khan's decade was truly impres¬ 
sive, alllioiigli nuieh ofihc explanation for 
this growth is to be lound in the economic 
and politicalcxploiiaiionofnastPaki.stun. 
w here resources w ere 1 1 ansferred from the 


eastern wing to the west. Without the 
ample use of foreign exchange earned 
from jute, which was later invested in 
West Pakistiin, it is improbable that these 
high rales of growth (in West Paki.stant 
would have taken place. The cnil lesult 
of this golden age in Pakistan, was the 
secession of the majority province after 
a brutal and ignoble war which West 
Pakistan lost. I'lie two main factors that 
explain general Zia’s great aclncvemems 
are easier to explain: remittances w-orth 
$ 2.3 billion being .sent to Pakistan from 
the Gulf slates which helped fuel the 
services and industrial .sectors, and mili¬ 
tary ana economic aid in huge quantities 
from the west, following the Russian 
invasion of Afghanistan. While there was 
impressive economic growth, the down 
side was reflected in unprecedented 
schisms in society, with ethnic and sec¬ 
tarian violence raging in numerous parts 
ol the country: a culture now known as 
the 'Klashnikov and heroin' culture; a 
parallel black economy which began to 
undermine the ‘real’ economy; raging 
budget detlcits; and, active di.scrimination 
and sanctified violence against iiiiiioritics 
and women, and a host of other factors 
which have eominued to haunt us to this 
day. Martial rule’s one-sided pictiite rc- 
lleetcd by impressive statistic> has been 
badly scarred by reality. 

This is ns'i to suggest that deiiioer;iev 
has done mtuli belter, for it has not. 
However, leseareh on the / A Bhutto 
period has shown that it was a 'bad luck’ 
factor more than bad management, which 
resulted in tlie poorccononiic perlormance, 
with the loss of Past Pakistan, a quadru- 
pl i ng of oi I pnees. and years of pest attack:, 
and floods playing havoc with agrieullui ai 
prodiietiDii. While corruption, iiiisman- 
ageineiu and bad governance have had a 
formidable role to play in the worst decade 
since independence between 1988-99, 
there is much eon.scnsus amongst econo¬ 
mists, that adherence, if nut capitiilutii'n, 
to IMF’s and World Bank’s strueturul 
adjustment programmes since 1988 may 
have been a far greater factor. 

This e.xcursicin into Pak islan's economic 
history suggests that there :trc very' siiccial 
conditions which have led to high growth 
under military dictators and it is not a 
natural rule or law th.at suggests that mi litary 
governments cause high growth rales. All 
those who have high hopes ot a revival 
of the economy, beware. Besides, the 
downside of military rule may actually 
andeniiine 'he whole growth achievements 
themselves. .Secondly, in 1958 and even 


in 1977, it was far easier to manage 
Paki.stan, its economy and society, than it 
is conceivably today. Not only will one 
have to address the demons let loose under 
earlier military rules, but since the nature 
of Pakistan’s society is far different from 
what it was 22 years ago, new sets of rules 
to govern society will be needed. More¬ 
over, many of the gains made by civil 
society over the last 11 years are unlikely 
10 be pu.shcd aside easily. Also signili- 
cuntly. the global and rcgional situation 
is fundameiilal ly different from cither 1958 
or 1977, with major consequences on the 
polity in Pakistan. 

The pnxjess of democracy begun in 1985 
had little to commend for ikself, yet it was 
a process that reflected certain economic, 
social and political realities. The majority 
ofthe bnglish reading public of this country 
did not like the.se processes or these re¬ 
alities. Yet in some ways, they articulated 
the concerns, needs and aspiraiions ol 
eertuin social and economic groups and 
i lasses. Perhaps the main feature of this 
period has liccn ihc rise of a large middle 
class, which has also found democracy 
quite lucrative. Nevertheless, while an 
ccoiumiic middle class may have formed 
and consolidated it.scif economically, 
in terms of its politics, it has still to 
develop. 

In this new social, eeoiiomie and politi¬ 
cal order, the institutions ol the state have 
become oiiidated. as has the con.stitiitioii, 
llie means and manner of govenimeni, the 
way the economy is run and managed, the 
iivailulions of justice and law and order, 
as have most other iiisliiuiions ofthe state 
that one can think of. The agenda \\ !iicli 
General Musharraf (and his half dozen 
predecessors when they were newly elected 
toofficc) has announced, is precisely what 
is required to rebuild the institutions of 
the slate, afresh. The choice of his team 
has shown that he is either unable or 
unwilling to do what needs to be done, 
rhe two previous military rulers both left 
office unceremoniously and unwillingly. 
It is highly improbable that Pakistan’s new 
chief executive will survive for as long as 
his two earlier colleagues did. Whether he 
goes in the same munne^as his predeces¬ 
sors, or voluntarily, may be determined by 
events and forces as a con.scquencc of 
Pakistan’s new realities. 'I’he role 
Pakistan's new middle class and elements 
ofeivil .society play, for bettcrorforwor.se, 
will probably determine the future of 
Pakistan. Military rulers, whether benevo¬ 
lent or despotic, will have to realise the 
implications of this at their earliest. 
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PERSPECTIVES 


Competition sans Competitiveness 
Need for a Policy 

Viiiish Knthuria 

The economic reforms of the I99()s are primarily aimed at increasing 
market contestability under the pretext that it would automatically 
increase the conipctitivcness of the Indian industry and the country. 
However, the term 'competitivcnc.ss' necessitates a much wider 
landscape than merely ensuriiif’ free markets. It indu ales the 
capabilities of a firm or a .sector or a nation to compete succes.sfidly. 
.Analy.sis .shows that iliere are no .systematic efforts to build capabilities 
and hence enhance the competitiveness after liberalisation. The 
relative neftlect of human and knowledge capital tmikcs the case 
siroufter for a national competitiveness policy that would increase 
productivity while maintainini( employment levels. 


CAN nicrciisinj; market contestability or 
ensuriii)! tree competition automatically 
re ailt in compi’tili venessV Arc a few policy 
measures aimed at enhancin.!: the ‘com¬ 
petition' It the level of firm (or industry) 
sulTicient to increase the competitiveness 
of the country'.’ I! would be too naive to 
pre.siime so. The term 'compelitiseness' 
necessitates a much wirier landscaix* than 
merely eiisuriiiu free markets. Acconliiip,ly, 
the policy larjteteil to improve eoinpeti- 
liveness, i e the 'competitiveness’ policy 
has much broader implications than the 
‘eompeiiiiou’ policy. In the ‘compctitioii’ 
policy, rules arc set foi firms (orindividu 
als) to compete within a sector within the 
eeoitraphical territory ol die country or 
outsid: The ‘competitioir policy is mainly 
concerned with easing of restrictive busi¬ 
ness practicc.s (RBP.n) that hinrici free :ind 
laircompctilion I ADO 19W|. On the other 
hand, ‘competitiveness' reflects keenness 
or urge to compete. It indicates the capa¬ 
bilities of a fitm or a sector or a nation 
to compete successfully. In a .similar vein, 
the ‘competitiveness’ policy refers to 
enhancing the strenglli el national firms 
(oi industriesloranationrclativetoforcign 
competitors or other nations. 

Thus, it is obvious that competitiveness 
is not merely a question of having free 
markets. Tlierc are many other factors 
ranging from macro-economic policies, 
pivsence of institutions, the educational 
system to micro-policies at the level of the 
lirm that augment the capabilities and 
hence, the com|ictitivcness ot the nation 


(Rao I WSJ. I-iisuring of tree competition 
is only one of the pre-conditions for 
enhaiiciiig coiiipeiitivene.ss. The other, 
more vital, conditions are promotion of 
investment in ini,.:i;.ihle assets, the devcl 
opment of co operation between fimis 
{especially between local and technologi¬ 
cally superior loieign firms) anil pro|X‘r 
functioning of insiituliuns. On the other 
hand, competition policy pertains to only 
those .sets of goveniment measures that 
uirectly impact on individual enterprise 
iK'huviourand on the siructureof indir tries. 

Since coinpeiiiivi!ness is a relative 
concept and has a inulti-lcvcl notion, the 
disaggregated definition of competitive- 
ne.'.s at the level ol the firm may not be 
consistent with the tiggregatc or national 
defiiiition. This is due to the fact that it 
is (w sible tlui' I n m level competitiveness 
is achieved through downsizing (particu¬ 
larly labour sludding). The recent 
downsizing by scveial top companies like 
Sri Ram Mills. -SKI- Bearings, Novartis, 
Sieincns, etc, to become more competitive 
testifies to this. (The downsizing has been 
achieved through voluntary rctiiemcnt 
scheme (VRS) [.Srinivasan 1999].) How¬ 
ever, to the extent that tho.se rendered 
unemployed by this process are not ab¬ 
sorbed into other industries and linns, the 
impiovcmeiU in pioductivity or competi¬ 
tiveness at the finn or industry level will 
be. at lea.st partly, olfset by reductions in 
the real per capita income associated with 
rising unemplovnicnt and loss of earnings 
at the national level. Titus, the two notion.s 


of competitiveness are only fully consi.s- 
teiit, or reinforcini'. if improved competi¬ 
tiveness at the finn (or mdu.stry) level can 
be achieved while nuuntaining employ¬ 
ment levels. This suggests that competi¬ 
tiveness Can be construed as a means to 
raising cmployinent levels and living sian 
dards and not an end in itself. 

I'lie aim of ‘competitiveness policy' 
should be such that ‘a nation can, under 
free and fair market coiidilioiis, produce 
goods and services, which meet the test 
of mtcniational markets, while siimilta 
neously maintaining .ind expanding the 
real incomes of its |H‘oplc over the long 
term’. .Such a policy objective can be 
atlaiiieil if Ixiih capacity and priKluclivity 
are augmented [Oiighton 1997). In f.iei, 
the ‘eompctitivcncss policies’ ot UK and 
HC, though dilferent in their objectives, 
)'ct agree to this means to achieve theii 
goals Iflreeiiaway 1997). However, sueh 
an aggrandisement ol both the capacity 
and the productivity can only be realised 
it the investment in broad capital, i e, fi \ed 
capital. R and I) and human capital (edu 
cation and training), is raised Raising 
investment in broad capital has also keen 
identified as a central strand of both 1 IK 
and liuroiKan conqieliliveness IfJiighion 
1997J. In the pic.sent global scenario, where 
tlieie is a move towards knowledge 
economy, it is increasingly acknowledged 
that investment in human and knowledge 


'I Mil I 1; (iKOSS t-|XIU('AI'IIAI I-OKVIAIION 
((Jt-('l-) 111 TU'i III As,m-is Ai l')K(l Kt I’kicis 

{t*41 i ml) 


Year 

CiK’l- 

III rit-ci'iii 

(il-fl- in 


(ilJf 

('(insirueluiii 

.M.it liiiiny 
.inil 

l-.i|ui|iiiieiu 

foWIKi 

19 .1 

lll.i 

9 2 

I9HI.X2 

|9 8 

9 0 

1 )2 

l9.S2-8t 

19.5 

8 7 

1(1 8 

19X1 84 

I8..1 

1.1 

too 

1981-85 

18.4 

7.6 

lO.S 

19X5 80 

187 

7.9 

i'l ■■ 

1980 87 

194 

7 9 

11 5 

1987-88 

20.6 

7 7 

12 8 

1988-89 

18.5 

7.1 

It 1 

1989-90 

20.4 

7.5 

12.9 

1990-91 

21..t 

7 8 

135 

1991-92 

20.1 

8 0 

I2..1 

1992 9.1 

20 0 

7 8 

12.8 

199.1-94 

21) 7 

7 2 

1 1.5 

1994 95 

22 1 

7..1 

14 8 

199.5-90 

24.0 

7.4 

to 0 

1990 97 

21.8 

7.3 

10 5 

.SVi/m/' 'I:ihIc 7;i. 
(I9M8). 

fc'/’W Rcseareh 
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capital (i e, building capability) would 
entail largest returns. The next section 
investigates how much importance has 
been accorded to investment in broad 
capital, and especially human and know¬ 
ledge capital, after the 1991 liberalisation. 
The analysis cun shed light on whctlierthc 
aim of economic leforms is just to increase 
market contestability by a few policy 
declarations or systematic efforts are bci ng 
made to increase competitiveness. 

lNVr;STMl'.NI IN HkOAOCaPITAI. AniiR 
1991 Ltllf.RAUSATION 

Table I gives the gross fixed capital 
formation (OFCF) by assets type since 
1980-81. It is evident from the tabic that 
capital formation in the country has, in 
general, followed a cyclical path (column 
2). Aflerihe 1991 reforms, especially alter 
1994-95, capital formation has notched up 
a smart increase. The sectoral trend of the 
investment indicates that the increase is 
mainly in machinery and e(|iiipnient (col¬ 
umn 3). However, it needs to be men¬ 
tioned that capital formation only gives 
the quantitative asjx'ct of the investment, 
the qualitative a.spect would be rcllectcd 
if it is known how effectively this capital 
would be or is being utilised. The efficient 
and priHluclivc use of physical capital 
depends on the skill and knowledge con¬ 
tent ot the workforce. This implies that 
the otherconstituents of broad capital, i e, 
itivcstnieiit in human and knowledge 
capital can, in a way. demonstrate the 
lasting impact of the productivity ot 
invested capital. Table 2 gives the total 
educational expenditure as a percen¬ 
tage of (>1)1*, whereas Table 3 gives the 
share of primary and technical education 
in the total education expenditure since 
1990 91 

It is quite di.sturbing to note that the 
expenditure on education as a peicentage 
ofGDl* has been falling after liberalisation 
(column 4, Table 2). This only reveals the 
decline in quantitative terms, vshile the 
qualitative fall because of reduced invest- 
ment for education could be even greater. 
One indicator that has a direct impact on 
the quality of education is puiiil-teacher 
(Pf) ratio in .schools. The data shows that 
after libertilisalion, the I’T ratio w Inch was 
43. 37 and 31 in 1991-92 for primarj, 
middle and secondary schools has changed 
to 42, 37 anu .t.s respectively in 1997-98 
(CSO 1999; fable .SS] ’.hereby suggesting 
a possible decline in the quality of edu¬ 
cation. Further, ihougn the share of pri¬ 


mary education in the total budget has 
shown .some increase, the share of tech¬ 
nical education has fallen (columns 2 and 3, 
Table 3). 

Not only i.s technical education getting 
low priority, the R and D expenditure as 
a percentage of GNP has also steadily 
declined after economic reforms (refer 
column 3 of Table 4). It is interesting to 
note that per capita expenditure on R and 
D has increased significantly in the past 
one decade. From Rs 27.95 in 1985-86, 
it has incrca.scd to Rs 75.46 in 1994-95 
in real terms [C.SO 1999J. This implies 
that R and D expenditure has outstripped 
population growth but has not matched 
the growth in economy. the new 
lilieraliscd milieu, where widespread entry 
of foreign firms has occurred in many 
.sectors, the implications of low invest¬ 
ment in R and D would be experienced 
rather strongly as it may detrimentally 
affect the proiHT diffu.sinn of technology. 
The conjecture arises from the fact lliat 
to harness any knowledge spillovers, there 
ought to be high investment in R and I) 
[Kathuria 1999]. 

1'hc above analysis thus shows that 
despite higher capital formation, the olhet 
relevant aspects of broad capital, which 
would have facilitated effective and effi¬ 
cient use of capital, arc being neglected. 
In fact, the importance of investment in 
these constituents has also been 
emphiisiscd in endogenous growth theory. 
The new developments in growth theory 
suggest that differences in economic 
perforiiiancc may (x:rsist over lime as a 
result of cunuitalivc causation. This im¬ 
plies that the costs of underinvc.stment in 
these con.stitucnts would be high and may 
even accentuate the (already) poor com¬ 
petitiveness of the nation. 

Nia-.i) POR roMi'p.TrnvKNiss Poi.icy 

The neglect of ‘human and knowledge’ 
capital can be attributed to the fact that 
there does not exist any comprehensive 
competitiveness policy. The policy mea¬ 
sures enacted to intluencc the entry of 
foreign finns. dclicensing or easing im¬ 
port ri'gulalion.v are primarily aimed to 
affect the extent of ‘competition’ in the 
Indian industry rather than the eompeti- 
livcncss. 

'I bus. tl’.err is a need fora ‘competitive¬ 
ness’ policy that would bring together a 
number of different aspects of industrial 
policy like innov.'ition, management, edu¬ 
cation and training, labour market, fair 


and open market, finance for business, etc, 
and relate them primarily to a single long¬ 
term objective - productivity growth or 
improvements in living standards. At 
present, India does not have even a well 
thought-out competition policy or a set of 
competition laws, let alone a competitive¬ 
ness policy. Instead there are miscella¬ 
neous provisions in various laws and acts 

Tabu-. 2: nuiTAnoN Expfnditi.'iif as Perce-ntaoi: 
OF GDP (CUKRKNT PRIITS), Ali. InUIA 

Year GDP Tmal Educational 

(Rs Educational Expenditure 



Crorc) Expenditure 

to GDP 


(Rs Crore) 

(Per Cent) 

1990-91 

477,814 20.761 

4.34 

1991-92 

552,768 22,639 

4.10 

1992 93 

630.772 26,024 

4.13 

l99.3-9.t 

731.891 29.18)6 

3 96 

1994-95 

8fi8..340 32,875 

3.79 

IW.Saif) (p) 

1 (8)6,300 39,299 

3.91 

I'W) 97 (ii) 

1,149,200 43.723 

3.80 

/Vo/c: p ■ pn>visiona'; i| - quick c 

Uiitiatcs. 

Source. Tabic 6(>,C'eiitr,il StatisticalOrgaiii.satioii 

(1999). 


Tabi r 3. Di'ixikr Ai ax aiion (Clmri + ,5iaif ) 

IDR Pf.1M.SKY AND Tl fllSIfAt r.llUCMION 


(ResI,N il Afism.Ni) 

(fer < cm) 

Year 

I'l unary 

Todinu.:il 

1990-91 

.16.3 

4.4 

1991-92 

46 3 

4.3 

1992-93 

45 2 

•1..3 

I993-94(KI;) 

46 9 

4.4 

1994-95(HE) 

46.3 

4.5 

I995-96(«E) 

47.3 

4.3 

199(.-97(HE) 

50 1 

4.0 

Note: RE - 

Revised estitnutes; BE - Uuugel 

csliniate. 


Source: Tabic 65. Central Statistical Oreani- 

salion (1999). 


Taiili. 4- n\Ft.Ni)rri'Ki: ON ,Si ii..NTiFtr Rl>faki'ii 

AND DrvFaoFMrM’(At 1980-81 pRici.sl 

Ycat 

Total R and D 

R and D 


Expenditure Expenditure 


(Rs Croie) 

to GNP 
(Per Cem) 

1985-86 

1,383.21 

0.89 

1986-87 

1,52.3.96 

0.94 

1987-88 

1.641..38 

0.98 

1988-89 

1,781.03 

0.96 

1989-90 

1,831.59 

0.92 

1990-91 

1.759.83 

0.84 

1991-92 

1,743.13 

0.83 

1992-93 

1,781.36 

0.81 

1993-94 

1.972.26 

0.84 

1994-95 

1.995 54 

0.79* 

Note: * bused on quick csiiinutcs of GNP. 


Source: Table 69a, Central Statistical Organ- 
isation (1999) 
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such as the MRTP, Sick Industrial Com¬ 
panies Act, the takeover code, etc, which 
do have a bearing on competition [Rao 
1998]. 

A national competitiveness policy would 
formulate rules across a broader front, 
promote nationally consistent approaches 
and also reduce the cost of developing a 
plethora of industry-specific or sub-na¬ 
tional regulatory arrangements. 

Though invc.stment has grown in the 
past few years, it can be further stimulated 
to enhance productivity growth, competi¬ 
tiveness and employment through the 
following broad approaches. The fir.st is 
to increase public investment in infra¬ 
structure like cducatioti, training, R and 
D, transport and communication, since 
all these investments have high external 
effects that may also stimulate ci.-mple- 
tncniaiy private investment in industry. 
The other approaches are through provid¬ 
ing investments grants attd support; and 
lastly by increasing mucnt ccnnoinic sta¬ 
bility to icduce demand uncertainty. The 
standard objection to this kind of policy 
IS that it results in distortions. .Since this 


approach ensures attracting inward invest¬ 
ment in manufacturing, it can also he 
extended tocover market failure.s/cxternal 
spillovers surrounding multinationals 
and domestic firms on a similar basis. In 
fact, this option is being exercised since 
the early 1990s to attract FDI in the country. 

Macroeconomic stability and increased 
investment can raise expectations of fu¬ 
ture growth rates, and hence would induce 
further a increase in iiivesimeni in plant 
and equipment. This can be reinforced by 
the av.'iilability of advanced foreign tech¬ 
nology, increasing su()ply of skilled labour 
by investing in ciiucation and assured 
supply of imported raw materials at stable 
prices. 

Given the fact tliat nearly one half of 
the country's population is illilcr.'ile and 
below the poverty line, there is u dire need 
to improve their capabilities to facilitate 
their entry into any kind t>f gainful em¬ 
ployment. rtirlhei more, the move towards 
kiu'wlcdgc economy makes it imperuiivc 
to enhance their capabilities by imparting 
education. In absence of this, increased 
compctitivene.s.-) of few firms woitld only 


be incongruous islands in the midst of 
misery and abject poverty. 
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Interested candidates may send their bio-data on plain paper to the NABARD Chair Professor, IRMA, 
PB No. 60, Anand 388 001, Gujarat within IS days from the date of publication of this advertisement. 
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REVIEWS 


India’s Social Sector 

Acfain Cbakraborty 

Illfarc in India: Essays un India's Social Sector in Honour of S Guhan edited 
by [)ari)uru Harris.s-Whiic and S Subrainanian; Sage, New Delhi. 1999; pp 412, 
Ks 52 a (cloth). 


When he say.s 'Slab!', he inean.s ‘Slab!’ 

L.uilwig Wiiigenstcin. Philoso¬ 
phical fnveslixations, 3rd edn, p 9. 
'rill: book under leview is provocatively 
titled 'llHare in Indin'. The editors wish 
to “di.siien.se with the polite convention ul 
employinga ‘nice’ appellation fora .subject 
only 10 end up discussing precisely its 
opposite”. This eminently suitable ap 
(X'llation, needless to say. does not mean 
to encourage a practice that tends to 
substitute rhetoric foi hard antilysis The 
powei of simple and catchy phrases in 
hutnan affairs, as we ktiow. is really 
ama/ing; they can trigger wars and 
revolutions! 

This is a collection of essays written in 
honour ol Sanjivi (luhan. Had Guhan not 
leli us before the hook .saw its final print, 
he woulrl have been ratlier picasetl by the 
quality ol this collection which covers the 
wide range ol his concerns. The editors 
must be commended lor the e.\ccUent job 
they have done in putting together a good 
collection of essays and an excellent 
introduction. .'Vs a inatier ol tact, then 
intiiMluctioii is so well written that it makes 
the job of a reviewer lathcr difficult. That 
gives me the excuse for not making an 
alleinpi to present a comprehensive 
overview of the themes of the e.ssays. 
Insieatl, in what follows, we embark on 
a soil of a ’Journey of discovery’, l-or a 
compreli.Misive overview of the essays, 
leaders aic strongly advisv'd to read the 
intioduciion to the volume. 

With retnarkablc iiuidesty, the editors 
set the tone by notitig that ’’the collection 
is not intended to bri.stle with new 
revelations”, even though it is apparent 
that the contributors could legitimately 
I'lit their stamp on quite a few fresh 
hypotheses, appmaches. and tnethodo- 
logic.'il innovutions. In tiio.st volumes of 
iluskmd. editors usually makeexaggerated 
claims about the unity of the essays. 
Subrainanian and Harriss-White have not 
made such un .iiieinpt cither. Tire essays 
indeed .speak veiv different languagc.s. 

The 12 essays are grou|Ted into five 
paas. The first part starts w ith Robert 


Cassen's 'Ropulation and Development 
Revisited’. In this tour de force C isscn 
ably summarises an extensive literature to 
which he hiinsclf has contiibutcd 
significantly. In this article Cassen looks 
at the consequences of population growth 
for ilevelopincnt at the individual and 
national level relating to Indian experience. 
Past decades have seen dozens of studies 
based on cross country regressions, anti 
not surprisingly, none of them has so far 
csiablishcd a statLstically significant 
association between the gmwth rates of 
poptilalion and per capita output, which 
could be reasonably generalised. This is 
simply because it is meaningless to talk 
abtiui such un association unless one 
dccomposi s population growth into its 
fertility and mortality cotnponents and 
examine their independent effects oti 
econtimic growth. Following the recent 
developments along these lines. Cassen 
confines himself to a discussion ol 
population giowih under conditions of 
high feitility. and instead of focusing 
naiTowly on its effects on economic grow th 
he extends his discussion to cover issues 
of well-lieing ir general. 

What do We know about the impact ol 
population growth on various national 
level inilicaU)i s t il development? V'ery little 
indeed. We have no answer to (|uestinns 
like 'what would have been the level of 
social wclfaie (no matter how you 
conceptualise and measure it) if jxipulntion 
had grown moic slowly?’ This does not 
necessarily stop us Irom groping. Nor docs 
it lend support to such positions us 
Mahmeod Mamdani’s. Cassen rightly 
dismisses Manuluni’s argument that there 
is no need for population stabilisation 
because parents .ire pleased to have large 
families. U is now fairly well knowm that 
patents do eventually move away from an 
instrumental \ iew of children to regarding 
their well-being as an end in itself. How 
this transition lakes place, Cassen notes, 
“is one of the prolound issues at the heart 
of economic tleinography”. 

K Nagaraj, in his 'Lalxiur Market and 
Bmployment Generation’, argues that the 


failure of the government-sponsored 
employment generation programmes to 
have perceptible impact is due to their lack 
of sensitivity to .specific labour market 
characteristics. He gives a detailed empi¬ 
rical account in support of his central point 
that the diffuseness and heterogeneity in 
the labour market conditions pose 
fonnidabic problems for a policy planner. 
In an attempt to further illuminate the 
issue, he makes a distinction iretween what 
he culls “constraints on skill acquisition” 
and “constraint.s on skill utilisation”, A 
number of states, which arc generally 
considorcti backward in socio-economic 
terms, have relatively low levels of un¬ 
employment. while others, like Kerala. 
Tamil Nadu and West Bengal, arc ch.arac- 
teri.sed by high levels of unemployment. 
This observation apparently motivated 
Nagaraj to introduce the distinction 
between the two kinds of constraints and 
argue that an employment generation pro¬ 
gramme has to contend with them. What, 
•n my view, is missing from NagaraJ’s 
otherwi.se excellent study is the apprecia¬ 
tion tliat sensitivity to complexity does not 
come cheap. There is always a trade-oil 
to be made by a policy planner. Designi¬ 
ng an effective programme to tackle a 
complex ptoblem is costly. Nagaraj him- 
scl 1 has mentioned the tremendous amount 
of infomiiilion that one needs for this 
purpose. 

Where does one go from here? One 
possibility could be to relate some of 
NagaraJ’s observations to the foi mal results 
that recent models on ‘w'orkfarc' throw 
up, iinrl try to strike a balance between 
what is ideal in some imprecise sense and 
what is opiimuin after taking into accouiu 
the cost of design and implementation. 
Nagaraj's preference, however, is for a 
broader approach. He reiterates the need 
for institutional changes - like radical land 
reforms - which, he expects, would create 
demand for the skills ac(|uired. One tends 
to feel that perhaps Nagaraj could be a bit 
less plutitudinous.Did he not tell us earlier 
in the pa|}cr that Kerala and West Bengal 
are the states w'hcre the constraints on skill 
utilisation are particularly severe? How 
can wc then reconcile this with the fact 
that these two states are often commended 
for their success in radical land reforms? 
Maybe I am missing something. 

Part two is on ‘Health and Disability’, 
which includes ‘Technology and CosLs of 
Medical Care: Some Emerging Issues and 
Policy Imperatives’ by V R Muralecdharan 
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and ‘On to a Loser: Disability in India’ 
by Barbara Harriss-While. Muraleedharan 
wants to examine, firstly, whether a 
competitive environment forces for-profit 
health care providers to reduce costs of 
cafe without compromising quality; and 
secondly, whether the public sector and 
other not-for-profit health care institutions 
in India are as efficient as the for-profit 
private health care organisations. He notes 
that there is no known study as yet in the 
Indian context to throw any light on the 
issues raised. How does he go about it 
then? He surveys studies done in the context 
of the United States and attempts to draw 
lessons from them! Should \vc accuse 
Muraleedharan of indulging in a practice 
akin to searching for the key where the 
light is better? Perhaps not, although there 
are criticisms to be made. 

Muraleedharan first identities the 
practice of self-referral by for-profit 
piovidcrs as one of the most important 
factors behind cost escalation. He further 
discusses three major factors that arc 
responsible for the tendency among 
physicians to offer medical care more 
intensively than warranted, which, in turn, 
is responsible for increasing costs of 
medical care: the fcarof malpractice suits; 
“narrow, mechanistic, tcchnologicully and 
biomedically defined version of medical 
science’’ that is responsible lor an 
“aggressive medical culture"; and 
specialists delivering primary care. From 
heie it is only a short step to reach the 
familiar popular territory of doctor- 
bashing. Can one isolate the question of 
increasing costs of medical care from the 
manner in which health care providers arc 
rciinbunscd in thcUSlThe majorlimitation 
of Muraleedharan's survey is that it docs 
not c\ plicitly relate the apparent behaviour 
of the health care providers to the 
institutional Iramework within which 
patients and providers make various 
choices. The most important question in 
this context is what institutional pattern 
provides the right incentives to doctors 
and other health personnel to be cost- 
effective and to look for ways of better 
care at least cost. I'his way of looking at 
the question, in my opinion, is much more 
insightful than (xising thequestion in terms 
of the'familiar private-public dichotomy 
and amassing evidence on how for-profit 
hospitals re.sori to profit-seeking. Contrary 
to the popular belief, even today the share 
of the so-called not-for-profit facilities in 
the US is rather high. Studies have shown 
how, at least till the seventies, the number 
of not-for-profit hospitals grew rapidly as 
a response to the particular system of 


reimbursement that encouraged such an 
organisational form. 

There is an even more fundamental issue. 
The rising cost phenomenon is not 
something that is exclusively a creation of 
the Americans. As a matter of fact, over 
the period of 1960-1987, at lea.st six 
countries (with different kinds of public- 
private mix) had real growth rates of 
medical costs higher than those in the US 
[Baumol 1993|. Tliis confirms that the 
problem of rising health care costs is 
much more general than what appears to 
be if one focuses e.xclusively on the US 
experience. Fven il all the inefficiencies 
could be eliminated and/or the providers 
were somehow pi rsuadcd/cocrccd to 
charge a moderate (ee for their services, 
the real cost of health cam as a percentage 
of GDP would still be ri.sing bccau.sc of 
the generic phenomenon that William 
Baumol characterises as the “cost di.scasc 
of the personal services” | Baumol 1993|. 
The argument runs as tollows. If, in the 
telecommunication industry, for example, 
nominal wages rise at a compound annual 
rate of 4 per cent, but productivity goes 
up at an even higher rate of .S per cent, 
then cost per unit ol output in this industry 
will atually fall. But there arc economic 
aciix'itics, such as education or health care, 
whose productivity grows more slowly 
than others because they belong to the 
category of personal services in which the 
human touch is crucial. Now, if the numlwr 
of patients per doctor remains con.stant, 
even if doctors' fees rise in nominal terms 
a modest 1 or 2 |K'r cent it w'ill lead to 
an increase in the cost per patient. This 
means that the cost of health care will rise, 
not only more quickly than that of 
telecommunications, but more rapidly than 
the general price level. 

The other paper in this section is on 
disability in India. Barbara Harriss-White 
deserves ourdccpcsi gratitude for drawing 
our attention to this littlc-re.searchcd area. 
In this paper, she has focused mainly on 
two aspects of disability. First .she pre.scnts 
in detail the social characteristics of 
disability in India, taking into account the 
connections between disability an*^ 
poverty, disability and gender, and 
disability and the spatial environment. As 
a form of deprivation, the condition of 
disability is extremely complex. And 
Harriss-White has rightly characterised it 
as simultancoui deprivation. Poverty 
interacts simultaneously with caste, family 
size and so on to create the eonditiun, 
which is further reinforced by punitive 
experience and psychological isolation. 
Her second objective is to examine the 


role of the Indian state in addrc.s.sing the 
problem of disability, and at the end of 
her detailed account she concludes that 
“for the mass of disabled people, the state 
docs not exist”, 'lliis is true enough, but 
not very illuminating. And of course she 
docs not stop at just that. She introduces 
an interesting explanatory framework to 
explain agenda formation and the politics 
of resource allocation, which is somewhat 
close to the public choice approach. The 
paper concludes by expressing the need 
for 'institutionaicngineering' which would 
turn our attention to the issue of disability 
and make it an iniluential developmental 
issue, like gender ami the environment. 

P Kadhakrishnan's narrative in ‘Gasic. 
Politics and the Reservation Issue'provides 
a fascinating account of the development 
of 'reservation politics' in India. It is a 
story ol the emergence of the constitutional 
category of backw'ard classes (BC) as a 
powertui political categorv. lie lirst 
focuses on the dynamics of such politics 
at the centre, and then takes up two southern 
slates- Tamil Nadu and Karnataka. Unlike 
inmost 'iion-soutliem .states', governments 
in the southern slates have Ik'cii generally 
I cspoiisi ve to the demands foric.scrvalions. 
C'umpeiition in the political market place 
has, in fact, forced political parties in thc.se 
slates to VIC with one another for an ever- 
expanding lisiof BC.s. What isreinaikable 
about Kadhakrishnun'sessay is that he has 
not jumped to normaliveconclusions from 
his c.sscntially positive analysis. 

There is a tendency among social 
scientists in India to play down the 
a.s.sessmcnt us|K'ctol deprivation. Itisquitc 
common to encounter the urgutnent that 
as.scssing the magnitude of |Hivcrty or 
deprivation is superfiiious because wc ail 
know that massive poverty and blatant 
forms of discrimmalion exist in India ■ 
it IS there fur all to sec. I'hal the editors 
of this volume do not subscribe to this 
view IS clear from the fact that there arc 
at least two articles in this voluit>,' which 
arc explicitly concerned about measure¬ 
ment issues. 

D Jayaraj and S Subraniaiiian IJ.S} li.ive 
rigorously developed an index (rather, a 
family of indices) of poserty, which is 
sensitive to intcr-group inequality. The 
question whether wc should call this type 
of inequality 'di.scriiniiiatiou' or not is not 
easy to resolve. When is a difference an 
inequalityWhen is an inequality an 
injustice? riicsc arc the questions that 
nloraI pliI losophers and welfare cconomiSts 
have been struggling with for a long time. 
I’hal the authors are consciously choosing 
the term 'discriminalion' instead of its 
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milder variant ‘relative disadvantage' is 
indicative of their disbelief in euphemism. 
It may be that adefinitiun isjust udefinition; 
but when the dei'iniendum is a word already 
in ciimmon use with highly sensitive 
connotations, it is clear that we arc really 
trying to be persuasive (paraphrasing 
slightly what Kenneth Arrow once said in 
a different context). 

The crucial axiom that JS introduce is 
what they call ‘increasing positive 
res|x>iisi vcncss losubgroup poverty (I PR)’. 
What it means is that {other things 
remaining die same; a given reduction in 
subgroup poverty - which preserves the 
ranking according to subgroup poverty 
levels -causcsagreatcrrcduclion inovcrall 
poverty the poorer the subgrtiup is. fhis 
incorporates the same idea as the one 
implicit in the conventional ‘transfer’ 
axiom in the imvcrty literature. But licrc 
it is tormulatcd in terms of groups rather 
than individuals. An interesting point that 
the authors have noted is that an index 
which satisfies IPR could well violate the 
tiansferaxiom. Itiother words, tlieir notion 
of ‘group justice' might go counter to the 
notion of individual Ju.siicc implicit in the 
so called ‘distributionally sensitive poverty 
measures' (Sen Index, for example). Tins 
has important implications as far as state 
jjolicies arc concerned. JS strongly make 
a ease for a state (xilicy that is sensitive 
togioupdisciimination.cven if it violates 
the principle implicit in ourconvention<tl 
measuies of poverty. This is what makes 
theircoiilribution so valuable. On the issues 
of •leverse discrimination’ and group 
justice |H>pulur di.seussions are naturally 
high on emotion and low on logic. JS have 
drawn our attention to the arguments and 
counter arguments that immediately 
followed the appearance of the Mandal 
Commission Report, and have thereby 
challenged our convcntic>nal stereotype of 
an index bciUler whose only interest lies 
m inodiKing a new ranking. 

Manabi Ma|umd.ir's ‘Rxclusion in 
liducation' is another attempt in this 
direction She mlroduccs a ‘disparity- 
adjusted index of dcpriv.ition' and applies 
it to reckon ‘educational ileprivation' 
across states. Dveiall, educational 
disparities between income classcsorcastc 
groups are more pronoiineed in urban than 
in rural areas although absolute 
dcpiivation is much higher in rural than 
III urban aieus. If one is interested to know 
how a state is doing in an overall .•.ense, 
one has to cai r\ out an evaluative exercise 
taking into account both the average level 
of achievement and the degree of inter¬ 


group disparity. Majumdar’s index aims 
at just that. But this important part of her 
paper forms a thin slice sandwhiched 
between two pieces of thick discussions 
on social exclusion. It seems to me that 
the transition between the ‘thick’ and the 
‘thin’ has not been quite smooth. The term 
‘social exclusion', according to her, focuses 
on the proccsx aspect of deprivation, not 
on the stale; but her index is not designed 
to capture the former. If what she measures 
is ‘educational deprivation’, then what 
analytical purpose drws invocation of a 
term like ‘social exclusion' serve'.^ 
Majumdar rightly diagno.sed the problems 
in accepting uncritically the vogue term 
‘social cxclu.sion' in the Indian context. 
It raises (he question: inclusion into what'? 
Members ol the so-called ‘low’ castes in 
u village society arc quite ‘integrated’ into 
the system. In what sense arc they 
‘excluded’? .She then narrows dowm die 
concept to mean “exclusion of some 
[jopidation groups from minimum welfare 
claims" and thcrehy makes ‘dcprivatii.'n’ 
and ‘exclusion’ almost synonymous. 

Part fourstarts with Venkatesh Athreya’s 
‘Adult Literacy in India since Indep¬ 
endence; Policy and Practice'. As the title 
suggests, ii is a long description of all the 
major policies and pnigrammes that W'c 
have had siiRc independence. Aihrcya’s 
main point is that all these programmes 
have so far achieved very little.The reason? 
"Lack of political will’’. In each .section 
the author describes a policy or a pro¬ 
gramme and ends with an observation 
of the following kind; "All rhetoric 
notwithstanding, nothing much has 
hap^icned; the political will to eliminate 
adult illiteracy was utterly lacking". 
Athreya, however, saw a bit of political 
will ill some cTdie programmes introduced 
immediately after 1^)77. But alas, in 
subsc(|ucnt years ncoliteratcs could not 
retaiiuheir literacy IxxMUseof "the petering 
out of political will” (p 23.1). Why the 
author is so reluctant to cx()lorc a more 
analytical route than the one he has 
followed remains a puzzle. Nonetheless, 
the paper may be used by researchers as 
a source of information on various adult 
litcnicy programmes. Descriptions surely 
inform, but for illumination we have to 
look elsewhere. 

The last part tilled‘Welfare. Governance 
and Policy’ contains four essays. Bartwa 
Harriss-Whilc’s‘Slate, Market, Collective 
and Household Action in India's .Social 
.Sector’ is a commentary on various social 
sector interventions in India. Txvo types 
of social security provisions arc usually 


distinguished: protective and promotivc. 
Harri.ss-White rightly focuses on the 
'protective' type of social security and 
argues that “more comprehensive 
protective measures will usually reduce 
the need for promolive security by 
providing insurance against .some of tlie 
contingencies that lead to poverty”. This 
is where the lute Guhan made important 
contributions by proposing measures to 
make the existing protective policy more 
socially-cfl'cciivcandcost-effcctive. What 
comes out of Harriss While’s account is 
that there is an obvious need for making 
the .state more accountable. This theme of 
accountability comes up again in various 
forms in the last two articles. 

In their paper ‘Subjective and Objective 
Indicators of Welfare Change over Time: 
livideiicc from a Resurvey", S Janakarajan 
and Paul Seabrigiit have made use of two 
kinds of evidences ■ objective and 
subjective to understand ‘‘ihe political 
economy of social change". Whether we 
should be looking at people’s conditions 
or tlieir satiNfaciion with these conditions' 
is a question that has been much di.scus.scd 
within the so-called .social indicators 
inovcniciu. Various combinaiioiisof these 
two kinds of information have been used 
by Scandinavian social .scientists for a 
long lime (in the paper, one would perhaps 
expect one or two endnotes on that). As 
it has heen already )tointcd out in the 
literature, the terms subjective and 
objective arc slighiiy misleading. I would 
rather prefer to call them 'descriptive' and 
‘evaluative’, following Hrikson (1993). 
What Janakarajan and Seabright call 
‘objective’ indicators arc in fact supposed 
Ux/cwcri'/jcanindividuarsorahouscholu's 
resources and conditions, whereas in case 
of‘.subjeclivc’ indicatois |)eoplcare asked 
to evaluate their conditions. The authors 
found a very weak eon'cspondcnce between 
the two kinds of indicators in the context 
of their sample villages. This indicates 
that tlie weak relationship that 
Scandinavian researchers had already 
observed in the context of their eoi.ntr'es 
is sufficiently gcncralisable. Perhap.s in a 
cros.s-sectional sample w'c may expect lo 
gel some correlation between objective 
conditions and people's satisfaction. Rut 
over time w'c should perhaps expect no 
correlation at all. This is because measuring 
how satisfied |ieoplc arc is to a large extent 
equivalent to measuring how well they 
have adapted to their pie.sent conditions. 
This explains why politician^ can afford 
to ignore objective indicators and act 
directly to influence people’s satisfaction 
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with conditions. 

The common theme that underlies the 
other three essays in this section (Harris- 
White, Pancnu, and Drere and Sen) is 
perhaps the ‘need for making the state 
more accountable*. If one reads through 
all three of them at a stretch one gets a 
collage of very important observations, 
explanations, speculations and hopes. 
But the contributors seem to have missed 
a great opportunity for a mutually bene¬ 
ficial trade. It is quite apparent that the 
next article. ‘Legal In.stitutions for 
Developinenl’, has been penned by a legal 
expert. Sriram Panchu has provided a fresh 
perspective on the i.ssues of welfare and 
governance by focusing on the question 
of coraipiion and judicial reform. Hut any 
suggestion of judicial reform which docs 
not take into account the ‘inicromotives’ 
of various agents may turn out to be 
ineffective. This is where the scholars 
w (irking m the area of‘law and economics' 
have contributed. l;\ en tn ihc Art/ifnauni. 
Kauiilya expressed scepticism about the 
possibility of preventing corruption 
t hrougli deotttological codes and ad vocated 
jicnalties and towards in the manner 
modem economics would suggc.st [.St;n 
I9‘)3|. To an economist, suggestions like 


TI Hi docutnetu under review is a report 
card; it is also a bit of it manisfesto. 

Tb. report has been put together by a 
team obviously in love with the aeionym 
PBOBIi, standing I’lir Public Report on 
Basic iiducaliott. Its main sponsors arc :i 
uroupofnon-govcrnmciital organisations, 
with advisory support from the (’cntiv for 
Development Economies in the Delhi 
School of Economics. Earnest, well- 
meaning social scienii.stsundotheractivists 
constitute, one suspects, the bulk of the 
membership of diese NGOs. They are 
itghasl, as they have every right to be, at 
the sad slate of primary education in the 
country despite the lapse of five decades 
since independence. They, it is apparent, 
have already had a hunch about the 
principal factors impeding the spread of 
elementary education in India's towns and 
villages. It is actually more than a hunch, 
it is a conviction implanted in their mind. 
Perhaps to .satisfy the cognoscenti that 


“we need a tribunal whose sole job will 
be to curb corruption. Its members x/muU 
command wide re.spcct. being chosen for 
unimpe.'iciiable integrity’’ make very little 
sen.se. An economist would rather siiirt 
from the assumption that we arc dealing 
with a society where people of 
'unimpeachable integrity' arc in short 
supply. 

For readers who arc familiar with the 
writings of Jetin Dreze and Amartya .Sen, 
few .surprises arethere in theircssay 'rtiblic 
Action and .SiK'iai Inequality*. It is in fact 
based on Chapter 5 of their book /nt/in: 
Economic Development and Social 
Opportunity. .Since the book has already 
been reviewed in this journal, wc .stop our 
journey of discovery here. 

Kel'crcnces 

Bauiiiol, W'llli.inn I9'i ti- '‘IlcallliCaro. laliicatiiin 
aiut the fust I)i‘.v.isc; A l.iKuning Crisis lor 
l*ubiic C'lion.,'". Piihlic Choiee. 77. 17-28. 
Kiikson, Kobcil 'llescrj|i|ions (»!' 

lm’(|iialii>' 'I hf Swedish Appioaeh to WeHare 
Kcsc.ireir iii .Manila Nussbauni and Aniailya 
Sen (cds). 'till- Qmilily of Ufe, Claiendon 
Press: Ovfoid 

.Sen AniariyaC I’Wti. Moral Codes and beonoinie 
Sucecss’, DHP Nil 119, STtCliRl), London 
•Sebool ot I','in.. 


iheir liypoiheses arc not airy-fairy, they 
have organised a detailed field survey 
coveting 1..37.1 houschidds in 2,14 
raiulomi) selected villages in northern 
India, including Bihar, Uttar Pradesh, 
Miidhya Pradesh. Rajasthan and Flimaelial 
Pradesh. The lesulls of the suivey are 
presented, in sequential form, to covci 
such as|}ccls as i .11 schooling and the fami ly, 
(h) the school ciivironmenl. (c) teachers 
and society, (d) conditions in the cla.ss- 
rtxrms and, linally, <e) the educational 
managerial structure. A number of tables, 
charts and bar diugrums summarise the 
major findings flic educational scene m 
most districts in north India follow a 
common modality, and the data reveal a 
most deprcsMiig Mate of overall tiffairs. 
The exception is provided by schixjls in 
Himachal Pnidesh. where childreti in the 
age-group of six to 15 have u high 
enrolment rate of 97 per cent for boys 
and 95 per cent for girls; the drop out 


rates arc as low as 2 and ^ percent respec¬ 
tively. 

Certain conclusions arc sought to be 
drawn, from the discu.ssions that follow 
on such issues as the attitude of the families 
towards imparting education to chiidicn. 
(he imfiaet of the general environment, 
and the implications of the availability or 
non-availability of facilities in schools 
and so on. The s|H;cific message the Report 
conveys is explicit enough. In the- villages 
covered in Himachal Pradesh no 
govermnent subsidies were initially 
available for primary cdiieution. The rural 
eommunitics how'ever orgnmsed 
themselves, presumably under the 
leadership of some NGOs, raised funds, 
used such funds us seed money for opening 
and maintaining primary scIukiIs. The re.st 
of the success story is juedielable. The 
initiative of the NGOs has pul to shame 
the lugubrious nature of activities on the 
part of state agencies. 

riie prc.seni reviewer suffers from’an 
excessive quota of cynicism. The general 
llndings of the survey, in his view, could 
have Itccn e.i.sily anticipated, since the 
underlying problems uinieting primary 
edueaiiun ate well known and lonfonn to 
a near-unifomi |)allcm in the dilfereni 
states. It would Itccuntankerous to en(|uirc 
whelhertiie I limachul Pradesh sample was 
free of any statistical bias or wbeihor the 
association of a few NCJO activists 
acquainted with the PRtJBF, team 
inlluenced the latter, at least ivaitiaily. in 
their choiee of llie eonsliluenis ol the 
.sanijile in the slate. 

The main eonclusioiis reached by the 
PROBli team could have been anived at, 
one dates to say, even without reference 
to the field sui vcy and the results liieieol. 
The members of the team are not ashamed 
to lift the analysis of the jirohleni to the 
level of passion. This they iiiiglit feel they 
ate entitled to do, since explorations in the 
Indian countryside have rendered them 
into n wi/ened community. I'lic Repoii 
quotes approvingly Leo'l'rolsky’s luiiions 
diction that (he monaicli would Ih' mad 
to make any outlay on primary ediieaiion 
for such education would lui II tlie pojiiiluce 
against monarchy itself Tin-, (lourish 
not with.standing, the solution 1,1 the Indian 
problem suggested by tin team issotnewhai 
anti-climatic; piesstires have to he biiill 
intoihe system soibat (tie |)olilicianscannot 
evade (hen lesponsibility in the inaltcr. 
Politeness jK-ihaps stops the team from 
piaciiij' on record thcirhelicf that ilie Nfif )s 
are the most uppropriute pressiiie group 
lor the nuiposc. And one of the best 
siralageins for applying jiresMire, in the 


Passion and Prejudice 

AM 

Public Kcporl on Itu.sic Kdiiculioii in India by the FROBI-i Team in assiK'ialion 
with Centre for Devclo|)ment .Sludics. (); Und Universily Press, 1999; pp price 
not stated. 
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judgment of the team, is to initiate a 
campaign to enshrine primary education 
as a fundamental right in the Constitution. 

It is a catchy demand, one cun expect 
a spate of seminars and conferences to be 
held in the country to lobby for it. But the 
fundamental right to liR' and liberty 
promised by the Con.stitulion has not 
allowed millions of deprived citizenry in 
the country to enjoy the security of a 
livelihood and the freedom to attain the 
basic human rights. A couple oi Directive 
I’riiiciples ol .Slate Policies mentioned in 
the Constitution hint at land reforms and 
a more equitable distribution of pmi>crly 
and as.set.s. The Directive Principles, alas, 
have failed to promote the goals referred 
to. Will the situation change qualitatively 
if elementary education is dcclan’d as a 
fundamental right ^ Who will enforce this 
right ill the countryside, the ItKal police 
or the Supreme Couil functioning in the 
nation's capital'.’ 

Who knows, by putting the weight of 
emphasis on statute changes, the issue 
may in fact bctriviahsed. Ina.stablescK'iciy, 
where the basic ticctls of the people have 


been lung met and public interest ca.ses 
mostly involve relatively less signillcant 
issues, NGOs can mobili.se their strength 
and resources to force the govemmciu into 
a particular line of activity -or desi.st from 
it - including the introduction oi legal 
measures. Primary education in a deve¬ 
loping country is :i different kettle of fish. 
It involves political and class interests of 
those entrenched in jTower. To put it blunt ly. 
richer sections do not want the poorer 
classes to enter the portals of education. 
The non-governmental organisations do 
not subserible to the notion ol class war; 
the quotation from Trotsky is innocent 
name- dropping. I hcre are nonetheless one 
or two amusing features of the Re^xirl 
worih mentioning while implicitly 
recognising the political contours of the 
educational inohlcm. the only elements 
chosen as diieei targets of the PKOBIi 
team’s upprobiium happen to be the Left. 
The insincerity oflheCPIfM) is supposedly 
proved by the fact that, in its 1991 election 
manifesto, it had listed primary education 
way down as the .^Lst item in the total list 
covering 26. The nu.\ulitcs loo are heavily 


criticised for their seeming failure to 
appreciate the gravity of the problem the 
nation faces in the sphere of education. 
These complaints can be easily answered. 
The naxalite movement .seeks the complete 
destruction of state power: it does not 
thcrcfoie perhaps believe in setting up any 
programme of action for it, whether in the 
field of education or anywhere else. The 
priority they attach to the agenda items, 
the Marxists w'ould say, has little to do 
with the serial listing of the issues. 
What iss intriguing is the PROBE team's 
wholesale condemnation of the Left Front 
government in West Bengal because of its 
‘miserable perl'ormance* in the sphere of 
primary education despite 22 years of 
uniiiiermpted rule in the state. How do 
they know'.’ The PROBE survey does not 
cover West Bengal. 

One final comment. The Report docs 
not provide, any comparative data on the 
financial outlay in school units covered by 
the I liinaclial Pradesh sample vis-a- vis the 
unit cost involved in the other slates. Do 
we not have the right to have this 
information'? 
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SPECIAL ARTICLES 


Poverty Alleviation, Inequality and Welfare 

in Rural China 


Murk Sddcn 

China has made sij’nifieant }>uins in rcduciii}; rural poverty as a result of < xlensive and rapid ynnvth 
siipplcnienied hy the poverty alleviation programmes in major rural haekwaters. Yet, reeent decades have 
also broufilit dismantling of community-based health and welfare programmes, with no discernahle prof{ress 
in extension of universal .smial security to the countryside. Rapid increases in ab.wlule and relative population 
above uffc of 60, risirtf’ dependency ratios in which a shrinking labouring class must support the agcil and 
injirm, and galloping inetpiality that threatens to make China's income distribution the most uneipud in 
the world, all highlight the importance <)f effective and reliable welfare and pension programmes. The paper 
concludes that .social welfare, poverty and ineipiahtv, slighted in China's race to growth, will confront it 
in the years to come. 


MOW' Cliina's rural poorfau'tl in the 
|)()sl Mao era? Ilow haw ihc cklcrly. the 
i ml I gent, and the sick fared subsequent to 
the di.smantling of colletlive agriculture 
anti the rise of the htiusehold eoniracl 
system in the early I98(ls? How have the 
panoply of policies predicated on market, 
mobility, inanoeuvie, and money alfeeted 
rural welfare? 

I’rioi to adtliessing thi.s question, a few 
woids are in oolcr about the income anil 
welfare coii.scqtienee.s ol the fai-reachin;’ 
lelorms that have tran.sformeti rural riiina 
and rural urban relations since the early 
1480s. 

China hasoiperienecd seveial consecu 
tile decatles of rapid economic growth. 
In contrast to cailiei high growth periods 
dining the era ol mobilisational collectiv¬ 
ism (l95.^-7()), in which per capita rural 
income stagnated, the present spurt 
has bet •: accompanied by significant. 
'I unequally, distributed gains in per 
I’apita rural incomes. Net rural pet ca|iita 
intoine increased from I.W yuan in 1978 
lo l,.‘i78 yuan in 1995, a twelvefold in¬ 
crease from low levels, and rural con¬ 
sumption has similarly risen.' Since the 
late 1970s, economic growth has centred 
in the countryside where rates of 
industrialisation and exports have out¬ 
stripped those of the cities.^ If economic 
growth has slowed iti the late 1990s. China 
has neve'nheless achieved arguably the 
world’s most rapid growth over the last 
two decades. That growth, moreover, has 
generated the first substantial per capita 
income gains for rural people since the 
start of the collective era. But despite the 
fact that land distribution in China is among 
the world’s most equhablc, and despite 
the fact that the rural pot^r have .shared in 


some developmi nial gains, the result has 
been to accentuate sharp spatial and class 
differentiation .ind to raise important 
questions about welfate for the aged and 
the poor. 

This paper It'cates the problem of rural 
welfare at the coniiiiieliirc of institutional 
transformation, deiiuigraphic change, and 
ccimomie and fiscal policy, ft offers two 
conclusions; 1 1) Tlie lelativc neglect ol 
rural siK'ial wellare in favour of growtli- 
orienteil strategies in general and the 
failure to frame welfare policies for the 
lapidly growing ageing population in 
pai tieular. not only threaten the well- being 
(>f poorer rural sti.ita and ItK'alities, but 
tilso jeopardise eoiitinued Chinese devel¬ 
opment: (2) despite poverty alleviation 
achievements in some of the poorest rural 
areas, comprehensive and effective ap 
proaches at e iieedei! to combat unadtiressed 
(onus of po\eny and rapidly increasing 
inequality in both rural .and urban China. 
These concerns echo certain problems 
confronting Indian agriculture undet ilif 
ferent social ami economic conditions and 
particularly in the absence ol China’s 
ilynamic rural gtowth. 


Failure to address these probh ms in the 
near future through effectii e .illocation of 
government resources will ineluctably 
underniinc the reform by contributing to 
political instability atui weakening the 
moral basis of the reform state. 

Urban social welfare programmes have 
drawn substantial attention from the 
Chinese government, international agen 
cies (partictilarly (he World Bank), and 
scholars. II urban wellare pniblems re 
main serious, ambitious progianimes in 
volving state, employer and w'oikei con¬ 
tributions for diverse pension systems am 
in various stages of discussion and iniple 
mentation.’ By contrast, in recent years 
rural welfare programmes, with the no¬ 
table exception of a public works pro¬ 
gramme targeting the poorest counties, 
have received slight attention from 
Cliiiie.se government planners, Irom intei 
national agencies and fioiii researchers. 
.Stated dilferently, no state prograninies 
specifically target poverty in the vast 
majority r.l counties that have not been 
labelled poor. 

The urgency of devising a welfare sys¬ 
tem to address, above all. the jilight ol ihe 


Economic Reforms in China and India 

The papers piibli.shed here by Mark .Selden. (iiiilhein Fabrc, Nirmal Kumar 
Chandra. Luo Deining, Amiya Kumar Bagclii and .Sushil Kh.mna were 
first presented at an international .seminar on 'Ficonoinic Reloims m (.’liina 
and India’ at the Central University, Hyderabad, from March 12-14,1999 
and the Centre for Study of Social Sciences, Calcutta. We are grateful 
lo Nirmal Kumar Chandra for organising the revision of the papers and 
for putting this collection together. 
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rural elderly, flows directly from Ific com¬ 
bination of ilic dismantlini* of previously 
established safely nets (whatever their 
limits in ptacticc) asstKiated with the 
collcctiv c .system, includini: the rural health 
system and changing demographics. 

A dual welfare structure distingui.shing 
city and countryside was created in the 
initial decades of the I’eople’s Republic, 
as in many newly independent countries. 
If land reform and collectivisation elimi¬ 
nated the most pronounced clu.ss ditfer- 
ences in the countryside, the era of 
mobilisatioiiul collcetivism was charac¬ 
terised by substantial .spatial inequalities, 
lioth intra-rural income inequalities and 
growing urban-rural inequality. Borrow 
iiig from Soviet development and welfare 
priorities and praxis in the early 195()s. the 
Chinese state provided urban workers and 
stale employees pensions feaiiiring early 
retirement and unusually generous pen¬ 
sions that averaged W) [KTcent of the linal 
wage.' Indeed, at least into the I ‘btOs. the 
urbaii elderly, including retirees, were 
generally in a far stronger eeouoniic 
position tliun their children in the work- 
foiee.*' 

By contrast, the countryside lacked a 
lelirement system. 'I'lie eommiinal system 
was a ivdistributis e one. pai tieiilai ly in the 
form of egalitarian grain distribution, a 
feamie that reduced production incentives. 
Nevertheless, those who were Iih) weak 
or ill lo work depended primarily on 
familial networks supplemented by 
the Tisc guarantees’, in which teams of 
.t(l-4() households provided residual aid. 
but only for tho.se destitute who were 
beielt of familial suppon and who were 
fortunate enough to live in Milages that 
could afford, and were willing to provide 
funds for the indigent. Whereas suite 
|sensions, like wages, were viewcil as the 
legitimate return lo labour, the five guar 
arilees I'ceessiiaied demeaning aeeeplanee 
of a ‘dole’ oy one's immediate neighbours. 
Village welfare beuelils were at Iwst ir¬ 
regular and uneven. They depended en¬ 
tirely on the highly variable resources of 
teams and the goodwill of their e.ulrcs. 
Rarticulails in pooiei loealuies, the pro¬ 
vision was at Iscst a piliaiiee. .\s a lesiilt 
of land reform and eollectit isalion. more¬ 
over. the elderly had lost control ot the 
lesvHircc that had historically .sealed the 
bond between the generaltoiis: their con¬ 
trol of land to pass on to sons as a tiunl 
put quo lor care in old age. 

Nevertheless, whatever the limits and 
weaknesses associated with the Five 
Guarantees, the end of e(>llccti /c agricul¬ 
ture and the virliia! demise of the collec¬ 
tive deprived iiiaiiv \ ill.iges of their only 


public welfare sy.stcms. Tiic exception was 
a small number of the most pro.spcrou.s and 
unified communities where redistributive 
networks were sustained or created, often 
together with managemenr of successful 
township and village enterprises ’ Hvi- 
dence concerning the fate of the Five 
Guarantees since the early 1981 Is is sparse. 
According to one rei>ort, as of 1990, ."l.d 
million rural inhabitants received aid, most 
of this going lo the elderly. In addition, 
a ministry of civil affairs programme re¬ 
portedly piovidcd supplementary income 
support for .l.'i million people in IQSiS.** 
Yet with the decline ot the tolicctivc 
economy, all signs suggest that in most 
commuiiiiies the welfare of the elderly 
became, as it had liccn prior to the col¬ 
lective era, the exclusive responsibility of 
families. 

De.nogiuphie ch.mge coiiipouiids the 
urgency of rural welfare is.siies. pariieu 
laiiy llie prohleni of pensions and care lor 
the elderly and infirm. Three trends are 
.salient: the burst of population growth m 
the 196()s and 197()s, when .some 
million jx'ople were born; the subsequent 
sharp deeline in births as a l esull of stale 
imposed hnlh control policies; and the 
iiii’ieasing longevity of China's popiila 
turn. 

In 199.*'. 9.7 per ecnl of China’s popu 
laiion had reached age 60. By 20M), when 
more than one-fourth of the world’s eld¬ 
erly people are pixijcctcd to live in Cliin.i, 
the figure will be 22 perecni and the ratio 
ol vvoiking age. lo retirement-age people 
will lie more than halved iVoin 9.7:1 to 
■4.2:1.'^’ .Staled differently, the system 
vlcpeiulency rale, the ratio of those above 
age 60 to working-age peo|)le (20-.‘'9j is 
projected to increase from 21 per cent in 
1995 to 42 per cent in 2030 to 1 1 per cent 
in 2100.'" Continued rapid growth in de¬ 
pendency rates to very high levels will 
place immense social pre.ssmes on the 
sYstcni. I'ailui'c to extend old age 
programmes to the countryside under 
conditions of an ageing population can 
threaten the reform agenda via instability 
and umlcrmmiiig the moral b-.ises of re¬ 
form 

Other poor post-colonial nations con¬ 
front siinila: ilcmographic trends, hiii can 
be anticipated to hat c substantially slower 
rales of change in dependency ratios. For 
example, :n coniiast lo China's projeeted 
annual ptipulaiion erow th rate of 0.9 per 
cent in the yeais 1993-2030, India's 
pttpulalion is pnijecied to grow at twice 
that rale (1.8 per cent per year). India’s 
shorter life exix-et.incy. In; xever, implies 
that there will bo a substantially larger 
working population to support the elderly 


at comparable labour force participation 
ratc.s." Rural welfare burdens will never¬ 
theless be immense in these nations with 
their large rural populations in which state 
welfare pmvi.sion to date overw'helmingly 
targets urban populations. 

if issues of retirement and pensions 
affecting ('hiiia's entire one billion rural 
population have yet to capture the sus¬ 
tained attention of the Chine.se state, since 
1985 poverty alleviation programmes have 
targeted the poorest rural regions. 

P0V1;k'IY AiJ.I:VIATION PROCRAMMtS 

According to China’s State Statistical 
Bureau (SSB), 250 million people, 31 per 
com of the rural population, were living 
in poverty in 1978, all of them in desig¬ 
nated poverty counties in the country- 
side.*’ By 1985 this number was cut in 
half to 125 million people by SSB mea¬ 
sure. even mon; sharply lo 89 million by 
Wot Id Bank reckoning, based on a pov¬ 
erty line of 200 yuan or 2,000 calories. 
From the perspective of scale and speed, 
III the years 1978-85, China’s poverty 
reduction has perhap.s no historical 
precedent...although it is important to 
recognise that most of those who losc 
above the official poverty level remained 
highly vulnerable and v ouliiiucd lo live at 
the margin. ’ Flow was this possible’.^ This 
achieveirieiii was not the result of far 
reaching poverty alleviation programmes 
directly targeting the rural poor. Indeed, 
there weie none at the national level in 
the period under considciatioii. riic gain.s 
were almost totally a product ol the rising 
sea lifting the boat: China’s rapid growth 
ami Job creation together with diiect and 
indirect stale subsidies in the form of 
signiiicaiu increases in stale purchasing 
prices for grain and crops, brought large- 
scale income gains that included substan 
tial numbers of the chronic rural ptior. 

It was at preci.sely this point, in 1985, 
that the Chinese government launched its 
first major rural development programme 
explicitly targeting for assistance the 
chronic rural poor, dcllned as people liv¬ 
ing in designated poverty counties who 
fell below this minimal consumption 
threshold. *■* To clarify, earlier programmes 
such as the 14-year national campaign to 
‘I,earn from Oazhai’ were predicated on 
the assumptions that all rural communities 
would apply the lessons of self-reliance, 
class struggle and collective mobilisation 
to overcome poverty. The new poverty 
alleviation programme, providing a direct 
infusion of resources lo targeted poor 
counties, coincided with implementation 
of coastal development and financial 
decentralisation policies that accelerated 
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economic growth nationally while increas¬ 
ing inequality. Ironically, the golden age 
of poverty reduction preceded the inau¬ 
guration of this programme, perhaps in 
port because the lea.st intractable poverty 
regions re.sponded to the rapid national 
rural growth that crescendoed in the years 
1Q78-84, The World Bank concluded that 
from the mid-1980s no significant poverty 
reduction took place. The population liv¬ 
ing in poverty stabilised at approximately 
9 per cent of the total, with just under 100 
million people.'-'* 

While the numbers of those living in 
poverty fell sharply in the years 1978-85, 
significant factors worked to the detri¬ 
ment of the rural pcxir. The plight of the 
rural poor then and subsequently was 
exacerbated by the reduction of central 
resources allocated to rural education. 
Many rural schools sharply increased fce.s, 
thereby raising dropout rales. Budget 
constraints resulted in “greater inequality 
in the provision of public goods and 
services, and created incentives for local 
governments tostress revenue mobilisation 
at the cxpcn.se of other distributional and 
giowih objectivc.s”.'^’ In short, from this 
perspective, the burden on the rural poor 
increased. Tiie economic achievements of 
the Chinese rural economy has blinded 
many analy.sts to the multivalent micro 
reality of the countryside, viewed in both 
spatial and class terms. 

By 1994, half the counties in China were 
fiscally strapiied and unable or unwilling 
to meet wage bills to government and 
party workers, teachers and others. Some 
poverty counties fell behind in wage 
payments by as much as five months.'^ 
fhe consequences extend beyond the 
immediate misery experienced. The re¬ 
sults f('r these poverty counties invariably 
include sharfi cuts in cxpendilurcs for 
development purposes as well as for sala¬ 
ries, education and welfare."* In short, 
while the discipline of the matket with its 
ruthless budgetary constraints may con¬ 
tribute to more efficient investment of 
both public and private development rc- 
.sources in more prosperous aicas, the evi¬ 
dence suggests that self-reliance and hard 
budget constraints deprive poorer locali¬ 
ties and provinces of the most basic rev¬ 
enues needed for survival puqioscs, not 
to speak of productive investment. 

In assessing poverty alleviation pro¬ 
grammes it is necessary to examine the 
relationship between macro-economic and 
social policies on the one hand, and tar¬ 
geted anti-poverty programmes on the 
other. In 1986, the central government 
allocated funds to support public works 
and boost incomes in poverty counties.-" 


The yisong daizhen (YD) programme, 
literally meaning public works in lieu of 
relief, linked work relief with public works 
projects to stimulate local economics. ITie 
Chinese call this stimulating 'blood form¬ 
ing mechanisms’ in contrast to providing 
handouts. Since 1986 YD has been China's 
most important poverty alleviation 
programme. 

In contrast to nations as diverse as 
contemporary India, Indonesia, Bra/.il and 
the United States, as well as Republican 
China, where extreme (lovcrty thrives or 
thrived in major cities as well as in rural 
backwaters, poveriy in contemporary 
China has been piedominantly a rural 
phenoincnon with lieavy spatial concen¬ 
tration in mouniamous regions. And it is 
the residents of thesi- poverty count ics that 
the Chinese stale targeted in the YD 
programme. 

The national poverty alleviation pro¬ 
gramme included in tlie 7th Five Ye;tr 
Flan (1986-90). targeted 3.11 eounlics for 
suppon based on criteria of 1985 per capita 
income below 150 yuan, with the excep¬ 
tion of 200 yuan for minoiity nationality 
counties and .UK) yuan for former tevo 
lutionary ba.se areas The 150 yuan figure 
for 1986 is based on a calculation of the 
co.st of a package of subsistence goods, 
predominantly grain, deemed sufficient to 
provide 2,100 calorics a day. The choice 
of this yardstick. China’s first ofticiaf 
attempt to define poverty, was based on 
three ciiieria; siinpficiiy. certainty and 
ncce.ssity. Simplicity in focusing the 
programme on it smiil I number of clear and 
measurable for ms of work relief. Cer¬ 
tainty that the t.irgctcd counties were indeed 
poor. And tlic necessity to limit tlie scofie 
of eligible recipients in ways coiisisient 
with the slender builgctary lestmrces that 
the state was prepared to jillocate to the 
programme tit a tunc when ilic central 
government was itself facing niouiiiiiig 
fiscal crises.-' For example. Wang 
.Shaoguang and ilu Angang have shown 
in an innueiitiaf (and cuntroversini) stud; 
that among the consequences of reform 
have been the ticchiic in the fiscal rev¬ 
enues of the state .is a pcrcentttge of ONI' 
fixim 31 per cent in 1978 to 15 per cent 
in 1992, with a Iiiilhcr decline to 11 per 
cent predicted for the year 2000.^- 

Of the 331 officially designated poverty 
counties at the si-ia of the programme. 80 
per cent were located in China’s western 
region. A 1991 study found that 43 per 
cent of these counties were officially 
designated as minority nationality coun 
tics and that 70 per cent of the hou.seholds 
in these destitute counties were classified 
as belonging to minority nationalities. In 


short, endemic poverty as defined by the 
Chine.se government is rural, it is centred 
overwhelmingly in the west (plus a num¬ 
ber of scattered mountainous areas else¬ 
where). and it is >’onecntratcd dispropor¬ 
tionately among minority nationalities. 

Targeting assistance for these regions is 
an important step forward. Viewed from 
another peispectivc, however, with few 
exceptions, national poverty alleviation 
programmes rarely reach lieyond these 
areas. The result of this definitiem and 
approach include the fact that scores of 
millions of rural people who. by income 
and consumption standards should be 
classified as destitute, but who do not 
reside in areas that have been classified 
iis pnv eriy /ones, must rely exelusively on 
household resources anti the market to 
secure their meagre sustenance. Who aie 
the people tait'cted foi assistatiee hi the 
YD counties'? What strategy htis been 
atlopicd to help them'? 

The YD programme provided aitl in the 
form of payments in kind to participiilmg 
households who laboured at road con- 
stinction .ind to provide tit inking watei 
lacilitics, the former designed to facilitate 
coiniiiodirication and communication, anil 
the latter to improve quality ol lile foi 
villagers who had tocarry w.itcr more than 
a kilometre or a vertical distance of more 
than 100 inctres. In thc-vcais 1985-91, 
these programmes contiibiiled to the 
construction of l,.U,(KK) kins of roads, 
7,^M)0 bridges and 2,4(M) kins of inland 
river channels. Water supply conditions 
improved for 20 million people and 1.1 
million unimals. 

In Januai-y 1994 the sUite council ini¬ 
tialed the ’8-7 Flan’ to lift the remaining 
80 million hoiischohls (again, counting 
tinly those regisleied in the designated 
poveriy counties) out of povciiy in seven 
years, that is. by the ycai 2{KK1. The pri¬ 
mary nicelianism was pr>)viding ilirect 
support lor agriculture in the form (.flow 
inlciesl loans. Once again, the entire 
poverty alleviation budget was directed 
exclusively to the 592 target counties with 
1993 rural per capita incomes below 100 
yuan. 

Several features of China’s 'll) pro¬ 
gramme distinguish it Irom pnlilic works 
and poverty alleviation piogiammes else¬ 
where. First, it is closely miciiwined with 
contempoiaiy labori -.civicc obligations 
that s'ilhigers incur in e.schange foracce.ss 
to the land. Second, the programme is 
organised spatially to target localities such 
as counties or villages, rather th.in indi¬ 
viduals, so that even households whose 
income exceeds poverty levels but who 
tfsidc III poverty counties may Iviielit 


Kconomic and Political Weekly November 6, 1999 


3185 



from the programme. Given the general 
de.stilution of these countie.s, this is not 
a formula for helping the rich. The far 
grcalur problem is assuring that aIkKated 
resources are not siphoned off cither into 
other projects or into the ptKkels of cor¬ 
rupt ollicials. Third, payment is exclu¬ 
sively in kind in the form of ‘indu.strial 
coupons’ redeemable at government stores 
for such state surplus items as shoes, 
clothing and daily necessities, a factor 
critici.scd by many recipients who would 
picfer cash. The programme, in short, 
combines work relief on developmenl- 
oncnled projects (roads and water) with 
payment in kind. 

The YP programme consiilulcd a step 
lorward in identifying and providing 
central government resources for develop¬ 
ment-oriented work relief programmes. 
The programme has contributed to 
poverty alleviation in these pradoniinanlly 
western, riiial and minority areas, while 
leaving scoresof millions of povcity house¬ 
holds in other regions without any stale 
support. 

Two examples illustrate dimensions of 
poverty that remain untouched by the YD 
progiatnme. All estimated 14 million urban 
poor, •l-.‘> per cent of the officially regis 
leied urban population, tmd a third to a 
hall of the rural poor (the estimate of the 
S.SUi, reside outside those offieially-dcs- 
ignateil poverty counties that receive YD 
a.ssi.slance. in IW2 in .Shanxi, fore.xainple, 
million people lived in 34 cenlially- 
designaiedund Usprovineially designated 
poor counties while, aecotding to World 
Bank and UNDPilata, 1.5 million poor 
lived 111 othei' pooi townships and are, 
Iherclore, ineligible for .slate support."' 

To broaden the reach of poverty alle¬ 
viation programmes. Justin Yifu Lin and 
Zhou Li have called for subsidies and 
welfare measures taigelingthe urban pcuir, 
including pensioners and other low in¬ 
come individual households.-'This should 
lie seen as one of several groups of urban 
and rural floor who should receive go vem- 
nienl welfare. 

The ex(x;riciK'c of Guangdong fiiovinee, 
the development leader since the iy70s, 
provides insight into dimensions of the 
problem of kKalitics that have not been 
olficially designated poverty Aincs. As G 
William .Skinner has shown, in the IWOs 
the corc-fieriphcry structure of wealth and 
poveity in Guangdong has intensified. 
Wliile the Pearl river area flourishes as a 
leading cemie of export-oriented rural 
industry ami a magnet for foreign capital 
and inigram l.ilioiii, mountainous regions 
far Irom the dynaim,.- industrialising delta 
remain, foi the mosi pan.destitute. Spatial 


differentiation extends across a range of 
variables from per capita income to levels 
of mechanisation and industrialisation to 
literacy, communications and transporta¬ 
tion. infant moriulity, and fertility. It is not 
only the residents of high flying in¬ 
dustrialising counties who have benefits 
by jobs and incomes as.sociatcd with re- 
formanclopcningof the Chinese economy. 
Millions of migrants from potirer parts of 
Guangdong as well as from Hunan, Hubei. 
Sichuan and beyond have also found work 
and remitted funds to their villages. Yet 
the benefits have been highly skewed. 
Rapiil development has generated widen¬ 
ing dirieientuils between pixircr and more 
Jin isperous ai etis of Guangdong and among 
provinces anil macio regions such as coastal 
and inland. 

Anollier dimension of Chinese poverty 
is that of the transient poor, which iyot-sna 
J.-ilan and Marlin Kavallion define as those 
who are jicmr in the current year but who 
are not chronically jxior. Of course, .some 
of the chronic jioor arc also among those 
who have lost jobs, are injured, or are ill. 
In |iros|icrous pi ovince.s, transient poverty 
conslilutes a high percentage of the jioor, 
as much as 84 percent in Guangdong. But 
it is Mibsiaiitial even in very poor jnov 
incus; 51 pet cent forGuangxi, 53 jiercent 
for Y imnan and 4 i jicr cent for chronically 
poor Gui/luui. Wliile 40 per cent of tran¬ 
sient poverty is found among liousehold.s 
that are not classified as poor, almost all 
of lhe.se are liou.scholds vvho.se mean 
eonsumplion is less than 50 jicrccnt above 
the (loverly line, indicating that they arc 
the near pool, roughly those who fall in 
the World Hank's .111 per day jioveriy 
group."'^’ This is ,'i .second important group 
ol Jioor whose needs are not rccogni.scd. 
still less met by current programmes. 
China’s anti (Uncrty programmes thus 
ignore several large groups in need of 
u.ssislanee. 

Incomi- Di.sikimi ikw and I’rm if Poi.I( y 

riic results can he a.s.ses.sed from .several 
angles by eonsidcring both the YD 
priigramnic and ihe impact ol jxiliey and 
praxis re-shaping the contours of poverty 
and wealth o vei the lust two decades. Like 
a number of other Chinese and interna¬ 
tional authors, nu luding those as.sociatcd 
with the ’■ 'orld Hank and the Ford Foun¬ 
dation, Zhu and Jiang, drawing both on 
olficial data and their own fieldwork in 
po' erty counties, cite China’s achieve¬ 
ments in substantially reducing the num¬ 
bers of the absolute poor, at one point 
reporting a decline from 125 million to 80 
million in ilie years 1985-93, at another 
•sjicaking of “exincating nearly 200 mil¬ 


lion (icople from the state of ab-SQluie 
jxivcrty”, perhaps alluding to the jieriod 
1978-93."' However, viewing the entire 
countryside including the targeted poverty 
areas, the mo.st critical factors have not 
been poverty alleviation programmes but 
gains in agricultural and industrial entcr- 
pri.se and productivity, above all the ex- 
jiansion of rural enterprises including 
township and village as well as private 
enterprises, and gains as.sociatcd with 
diversification and the market. The result¬ 
ing employment opportunities have been 
highly diffcrentiuti^. In 1990 in Liaoning, 
for example, 37 per cent of the working- 
age rural population was employed in rural 
cntcipriscs compared with 28 per cent in 
.Shandong, but only 8 jier cent in poverty 
stricken Gui/.lum anti 5 percent inlibct.-’' 

Ill sum, reviewing comprehensively 
China’s rural devclojimeiil and w'elfare 
structures, the largest poverty reduction 
resulted froiri market, manoeuvre, diver¬ 
sification, increased state purchasing prices 
for agricultural commodities ir. the late 
1970s and early 19S().s, the shift frotii 
cnlleetive centred to household-centrcil 
agricultuie, the rise of township and vil¬ 
lage and oihei- rural indusiries in coastal 
areas, export-led |iroduction, and remii- 
lanecs from rural migiants. China’s gieat- 
est achievements in jioveriy rciliietion were 
the result ofan expansive and diver,sifying 
economy that provided access to income 
earning opportunities lot large nuinlieisof 
rural jieoplc. nottibly but hardly exclu¬ 
sively residents of coastal and high trans¬ 
port-intensity areas rather than a jiroduct 
ol jiovcity alleviation programmes that 
targeted designated poverty counties and 
jirefceliircs. 

The largest gains, both in income for the 
rural population nationally and in rcduc 
ing the incidence of jioverty in officially 
dcsigntticd jHivcrty zones and elsewhere, 
actually look place prior to the start of the 
YD programme, mat is in the years 1978- 
84. By contrast, both the pace of poverty 
reduction and the increase In rural per 
capita income slowed dramatically in the 
years since 1985 (according to Chinese 
government figures) or virtually ground to 
a hall (by World Bank calculalion.s). 

This might appear to reinforce the views 
of those neoclassical economists who 
would eliminate the state’s redistributive 
role while leaving issues of equity and 
welfare to the market. A closer look at the 
outcomes in rural China, however, sug¬ 
gests otherwise. 

From 1978 to 1984, China not only 
accelerated rural economic growth but 
combined this with substantial gains in 
real per capita income exceeding 10 jier 
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cent per year while maintaining high lev¬ 
els of inter-household income equality 
within lural communities and reducing 
slightly urban-rural inequality. From the 
mid-1980s, however, with economic 
growth rates continuing at world peak 
levels, real per capita rural income gains 
declined to an annual average of 2 per 
cent. In 1989 they plummeted .sharply and 
remained .stagnant in 1990 before resum¬ 
ing their slow upward movement in the 
early 1990.s.2^The.se national figures ma.sk 
significant regional differences. For ex¬ 
ample, in the years 1984-90, coastal 
Hainan, Guangdong, Fujian and Zhejiang 
were the only provinces to record per 
capita real annual growth rates of .3-5 per 
cent, while six provinces, including pov¬ 
erty-stricken Guizhou and Qinghai, and 
several central China provinces, recorded 
-3 to 0 per cent negative grovs'h rates in 
rural income and most others achieved 
low growth in the range of 0-3 per cent. 

The leading force driving growth in 
dynamic regions has been rural industry. 
However, while industry accounted for 
over 50 per cent of the gains in the eastern 
coastal provinces in the years 1985-92, it 
accounted for approximately 20 pci cent 
of the income gains in central China and 
barely 10 jter cent in western China.^*’ By 
the mid-1990s, township and village 
enterpri ses produced .50 per cei It of Chi na' s 
industrial output, a substantial and grow 
ing share of exports and 120 million jolts.’' 
The re.sult of this pattern was rising inter- 
provincial rural income inequality. Scott 
Rozelic calculates a rise in Gini co¬ 
efficients fur rural income distribution from 
.28 in 1983 to .42 by 1992. The lion's 
share of this differentiation, ranging fiom 
approximately 50 per cent in early years 
to 70 per cent by the end of the period, 
wa.> the product of differential levels of 
industrialisation.-^^ I'ang Ping calculates 
the rise in Gini coefficient from .21 in 
1978 to .33 in 1993, with the largest 
changes coming after 1984. The ratio 
between the per capita incomes of the 
richest and poorest 20 per cent of the rural 
ixrpulation increa.sed, by Tang’s calcula¬ 
tion, from 2.88:1 to 5.54:1 in these years.^-’ 
The most authoritative assessment, draw¬ 
ing on two national sample surveys of 
1988 and 1995 concludes that the Gini 
increased form .23 to .33, a remarkable 
43 per cent increa.se in just seven years. 
This rapid and growing differentiation is 
sharpest between chronic poverty zones 
and the booming coastal areas that have 
set the pace in rural industry, foreign in¬ 
vestment, and exports. 

Coinciding with overall gains in rural 
income, the most impressive results in 


poverty alleviation came in the years 1978- 
85 when the number of tho.se living below 
the poverty line dropped at the extraordi¬ 
nary rate of 18 million per year. This 
dropped to 6 million per year for 1985- 
95 with the smallest gains coming in the 
early 199()s. Zhu and Jiang’s surveys and 
investigations of the poverty counties 
investigated in Shandong (Linqu).Ningxia 
(Xiji) and Sichuan (Wangcang) suggest 
that public works programmes made 
iiKxlc.st but signii icunt contiibution.s to the 
communities and households involved. 
However, fat more comprehensive 
programmes directly targeting the rural 
poor are needed if the tenacious problems 
associated with chronic poverty are to be 
overcome. Survey data.show that |x:r capita 
rural income in all three (rovciiy counties 
increased at siibsiantially higher rates than 
the national a\’et,'ige between 1980 and 
1990. Per capita rural inconie in 
Shandong’s l.inxi and Sichuan’s 
Wangcang incrc.tsed from approximately 
half to nearly 90 |icr cent ot the national 
average of (i30 yuan in the latter year. In 
Ningxia’s Hiii county of Xiji, however, 
per capita rural income reached only 212 
yuan, barely one-third the national aver¬ 
age. T wo of the three counties studied hero 
left the ranks of poverty counties, prima 
rily due to new industrial and commercial 
opportunities, and only secondarily as a 
result of bcnctits derived from YD. This 
assessment recalls, however, another 
weakness of China’s poverty programme. 
This is the lack of followup studies to 
assess effectiveness of YD and determine 
its imp.act on households and localities 
vis-a-vis other factors such as macro- 
economic policies in ameliorating poveriy. 

While noting the positive stimulus of 
YD, Zhu and Jiang highlight the limita¬ 
tions of a poverty programme that is ex¬ 
clusively employment oriented. They 
conclude that while public works 
programmes can contribute, ‘fojnly by 
taking long-term and comprehensive in¬ 
vestment cun poverty be gradually and 
stably alleviated ’. They further stress the 
necessity to maintain government support 
while transforming top-down into hot- 
tom-up programmes. Their approac.'i 
emphasising economic .stimuli can be 
supplemented by programmes that foster 
health, education and welfare in ptxirei 
localities as di.sciissed below. 

The central problem of China’s YD 
approach is that macro-economic and 
S(x:ial policies have frequently moved in 
ways contrary to the YD policies, under¬ 
mining orelimiiiating already weak safety 
nets and contrihuting to growing spatial 
inequality. hi.scal dcccniralisaiion, which 


has reduced the state’s redistributive ca¬ 
pacities, has left poorer counties and 
localities with fewer resources for health, 
education, weltare and development; the 
price .shifts that favoured farmers and 
boostcil rural incomes in the early i980s 
have since swung in the opposite direc¬ 
tion. widening the .scissors gap; and the 
budgetary capacity of the Chine.se state 
has shnink dramatically measured as a per 
cent ol GNF, far lower than in most 
developing countries, reducing the state's 
redistributive capacity. .State agricultural 
subsidies |)caked in the years 1978-84. 
reaching 2(1 per cent of stale revenues in 
the final three years of the period.-'-’ By 
1994 state investment in agriculture and 
land improvement had dropped to just 2.b 
per cctu of all state capital construction 
investment together with overall decline 
in investment in agriculture. The contin¬ 
ued salience ol the hukou .system of 
ivopulation control acts as a brake on the 
movetnent of population from the poorest 
/ones ti' industrialising urban and rural 
areas.-’" The.sc arc among the txilicy-rc- 
lated factors that have accelerated the 
growth of ine(|uality and slowed rural 
poverty reduclioti since the mid-198().s, 

RlJRAt Dl.vt t OPMHNt ANt) iNI.yilAt.trY 

Fiscal decentraltsalioti reversed the 
redistributive impact of earlier govetn- 
tncni policies that had resulted in signifi¬ 
cant t esourcc ti ansfers t o iHHircr provi ticcs 
and localities as well as directing state 
investment to poorer areas, .sometimes at 
immense cost.'^ Both the First Five-Year 
Flan (1953-1957) and the Third Front 
Frogratnme {da xaiixian) ol industrial 
relocation to inland mountain tiieas in 
1964-78. for somewhat different reasons, 
had this effect. In the |99()s income dis¬ 
parities arc mirrored in education, health 
and welfare disparities. Drawing on 1993 
and 1994 .surveys of.Shandong, Hebei and 
Gui/.lu'ti. a dynamic coastal province, a 
middle income nonhern province, and a 
poor inland province, Lorainc ’*Vest and 
Christine Wong concluded that 
disparities in per capita availability ol 
selected key services,es|x-c-iall>’ eiliicaiion 
and health care, are quite large across 
provinces. Within prov iitecs we also found 
large disparities between the urban and 
rural .sectors, and within each sector, 
between large iind ■•iii.-ill cities, and across 
rural counties .ind townships.’*’ 

Fiscal decentralisation and public policy 
dcprivcti [Kiorcr localities of resources 
cssenii.il for the provision of basic .ser 
vices formerly financed by the centre or 
lire |irovincc, services that arc critical to 
development for the next generation. 
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Considcreducation. Prosperous Shandong, 
with 83 per cent of primary graduates 
continuing on to junior high school, is on 
course to reach the national goal of uni¬ 
versal junior high schtK)| education by the 
ycur2t KK). Guizhou, with ahigh iiercentugc 
of cully dropouts and significant numbers 
of children (especially girls) never attend¬ 
ing school at all, sends only 36 per cent 
of primary graduates to junior high. 
Whereas 89 per cent of Shandong elemen¬ 
tary students and 76 jjercent of junior high 
students passed 1992 national subject tests, 
(he figures (or Guizhou were 38 and 22 
per cent. *'^ In remote mountain areas, a 
single teacher frequently handles all grades 
of instruction in a one-room schoolhouse 
while prosperous areas enjoy superior 
(acilitics, teachers and resources. In pov 
erty areas most students drop out within 
the first three years of schooling. Many 
of them are functionally illiterate.'*^ 

.Siniilat patterns of inequality and de¬ 
clining central government support pre¬ 
vail in health delivery, fhe female infant 
mortality rate in Guizhou in l‘>9() was 66 
per l.(KK) live births compared with 18 in 
.Shaiuloiig. Pemalc life expectancy was 66 
years in (iuizhou and 73 in Shandong.’*' 

I he niinistry of public health's support for 
rural doctors drojipcd from 36 million 
yuan in 1979 to 20 million in 1987 (in 
coiiMani 1680 yuan).'*- 

This situation may be viewed against the 
he.ilth gains of the initial decades of the 
People's Kepuhlic. By the 1970s, a three- 
tier health system had reached 85-90 per 
cent of villages. At its base, co-opemtive 
health care provided by village paramed¬ 
ics emphasised preventive care. This, 
together wttli gams in nutrition, an clfec- 
ti ve \ accination programme, and improved 
sanitation, was the foundation for raising 
hie e.xpectancy Irom 35 years in 1949 to 
69 years hy 1990 wiiile rcdticing inftiiU 
mortality from 2.50 per l.tKM) in 1949 to 
40-50 jKT I,OIK) by 1980. 'I’he system, 
moteover. was cost cfltcient with health 
care co.stsjust 3 percent of GDP by 1980. 

Many other countries, ptirticularly poor 
countries, have large spatial inequalities 
in income and welfare. In the early de¬ 
cades of the People’s Republic. China 
aildre.s,scd the issues with some success 
through transfer of central resources. In 
recent years, however, many of the meeha- 
nisms that earlier transfered at least lim¬ 
ned icsources to ptiveily regions, and that 
were einical to maintaining health and 
eilucation programmes, have been limited 
or curbed. 

The dismuntluij'. of collective agricul¬ 
ture in the early 19S()s. together with 
changing government luiiding down to 


the village level, led to a shift in health 
care finance toward privatisation. By 1990 
just 4 per cent of villages had co-opcrati ve 
health care and over 90 per cent of the 
revenues of health stations came from fees 
for service paid by patients. The.se patterns 
led to a slowing in health gains. P'or 
example, inlant mortality levels have 
remained stable since 1980. These patterns 
have worked to the detriment of the 
countryside, of poorer localities in parti¬ 
cular, and of pKirer households within 
villages.'*-^ 

Witli fiscal ileccniralisation, the central 
government share of total budgetary ex- 
fiendiiuics fell from .54 per cent in 1978 
to less than 40 per cent in the 1990s. 
C’entral government expenditures account 
for just 10 percent of total .social welfare 
expenditures including health, education 
and welfare. This pattern is paralleled by 
sliifiiiig budgetary re.sponsibilitics from 
provincial to local levels. In Shandong. I'or 
example, the provincial share of expen- ■ 
diiures fell from 34 per cent in 1980 to 
17 per cent in 1993, leaving cities, pre¬ 
fectures, and couiuies to Iwar the bur 
dcii.''* At every' level, fi.scal decentral¬ 
isation deprives poorer localities of re¬ 
sources and contributes to inequality in 
access to services. The .scale of the im¬ 
balance IS v'vidly displayed in the table. 

Per capita revenues in the early 1990s 
varied from 94 to 405 yuan at the provin¬ 
cial level, from 25 to 412 yuan among 
Shandmig counties, and from 23 to 294 
yuan in Pciiglai township, Ciuizhou. In 
fiiiizluiu, (he ratio of per capita incomes 
among counties was 11:1 with 286 yuan 
in the richest and 26 yuan in (he (xiorcst. 
while in Shandong it was 17:1 ranging 
from 25 to 412 yuan. In general, the lower 
the administrative level, the greater the 
disparity, and the more pro.spcrous the 
region, the greater the inequality. 

V'ariatitms in per capita expenditures arc 
.substantially lower than tho.se for per capita 
revenues, indicative of the fact that state 
redistribution dtics occur. Nevertheless, 
{ler capita cx|>endiiurc at the provincial 
level ranges from 124 to 402 yuan (again 
excluding the three municipalities and 
fibet) and iimor.g Slitindong counties the 


range is far wider, 40 to 567 yuan. The 
effects of financial decentralisation have 
been devastating for the poorest provinces 
and localities. In the early 1980s, nearly 
60 per cent of total budgetary expendi¬ 
tures in Guizhou weie financed by the 
central government. By 1993 this had 
fallen to less than 20 per cent.'*'' More¬ 
over, as u 1992 World Bank study con¬ 
cluded, while real expenditures on health 
and education incrca.scd by 220 and 180 
[jcr cent respectively between 1978 and 
1988, “most of the real increase in 
government cxjMjndilurc... has benefited 
the well-off urban (mpulation and middle 
and upper income rural inhabitants - very 
little if any of the increa.se has reached the 
absolute poor".''*’ 

These changes arc among the critical 
factors contributing to widening regional 
and local inequalities in services, in in¬ 
come, and in grtiwlh. Moreover, the.se 
figures understate the resource differen¬ 
tials hccau.se they exclude extra budgetary 
revenues, primarily income frt)m local 
enterprises, which add substttnlially to (he 
revenues of prosperous regions. In 
.Shandong, for example, extra budgetary 
sources pay for 42 per cent ol educational 
expenditures.'*^ 

CoNd.l 'SKINS 

By certain critical measures, the urgency 
ot implementing impiovcd social welfare 
programmes for both countryside and city 
husincrca.scdonthccve.ofthe2 l.sl centiny. 
China has made significant gains in reduc¬ 
ing rural poverty as a result ol' extensive 
and rapid growth supplemented by the Yl) 
poverty alleviation programme in major 
lural backwaters. Yet recent decades havi 
tilso brought dismantling of community- 
based health and welfare prognimmes and 
there has been no discernible progress in 
extension of universal socitil security lu 
the countryside. Rapid increases in the 
absolute and relative {lopulation tha, is 
above age 60, rising dependency ratios in 
which a shrinking labouring population 
must support the aged and infirm, the 
slowing of poverty reduction, the disap¬ 
pearance of cummunity-ba.scd welfare and 
eo-operative health programmes follow- 
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Souu (' Dorived imin West and Wong, ‘l-’iscal Decentralisation and Growing Regional Disparities 
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ing decollectivisation, and galloping in¬ 
equality that threatens to make China's 
income distribution among the world's 
most unequal in the coming years, all 
highlight thp importance of effective and 
reliable welfare and pension programmes. 

A major threat to China’s continued 
rapid development is posed by a hegemonic 
di.scourse privileging the private sector 
and the scorning state, community, and the 
claims of the needy. This lies behind the 
dismantling of rural welfare systems and 
the failure to develop effeelive new wel¬ 
fare institutions, particularly but not ex¬ 
clusively in the countryside. These fail¬ 
ures can be expected to have three power¬ 
ful effects on China’s economy and so- 
cicly: (a) the condemning of large num¬ 
bers of rural people, and particularly the 
elderly, to lives of destitution; (b) the 
undennining of efforts to curb populatitjn 
growth as more families turn to the only 
possible support in old age: rearing more 
(male) children: and (c) in the 21st cen¬ 
tury, one of the factors likely to retard 
ilevelopment is the heavy burden required 
to support a large and rapidly gniwing 
aging jiopulation. 

In tlie course of the next generation, 
other nations will eonfroiil comparable 
problems of graying populations and 
shrinking laliour force to support them: 
but these are for the mo.st part the pros¬ 
perous nations of liuropc. North America 
and Japan with \aMly higher income lev¬ 
els and more fully dev eloped (if declining) 
'velfarc programmes. No pixir nation will 
face demographic challenges as daunting 
as those tliat confront China. 

A spectre is haunting China. Social 
weifare, poverty and inequality issues, 
slighted in C’hiiia’s race to growth, will 
confront China’s leaders and people in the 
years to come. 
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China in the East Asian Crisis 

(•uilhcm Fabre 

hi the post-east Asian crisis period, the structural problems in the Chinese economy, linked with the le}>aey 
ofDengist reforms, are becoming apparent. Beside.s the increasing regional disparity, new wealth generated 
continues to be massively concentrated in few hands, while large segments of population have experienced 
absolute decline of revenues in last two years. 


AS one businessman familiar with China 
ptiinlcd recently, “when the level of water 
is very high, you don’t see the rocks. 
When the level of the water comes down, 
you see them clearly. But the rocks arc 
always there.”* As the Asian crisis has 
little by little reduced the level of lorcign 
dia'ct investnicnts (t'DIs) and exports to 
Asia, the hard rocks ttf siructoral prob¬ 
lems, linked with the legacy of Dcngi.st 
reforms, now' become apparent. 

During the 1990s, China’s growth was 
largely supported by b'DIs coming mainly 
from Asia, and by the exprrrts they were 
generating. Such a moilel led tt> a stronger 
'Competition and to the biiih of a con¬ 
sumer .society in (he cities and the coastal 
aieas. The dc-imiltiplying effects of 
opening al.so led to larger savings, which 
were facilitating growth and maintain¬ 
ing the los.s-inaking stale sector through 
the support of leading state banks. The 
llnancial iniernu‘diation practically mono 
polised by the state helped t<i linance 
socialism by the grow itig capitalism of the 
non-state sector. 

.As long as the externa! demand was 
strong, there was not so much political 
care for the relative pauperisation of in- 
latul regions not well integrated to the 
world market, or for groups of population 
engaged into low competitive sectors. Just 
like in other countries faced with globali- 
.sation, the system was creating winners 
and losers on a large scale. As the losers 
multiplied, the level of consumption w'as 
reduced to the point of affecting economic 
growth. 

The country'side for in.'-tance, which 
counts for 70 per cent of the population, 
represents only 40 jier cent of retail sales 
and .V) per cent of savings. The pei capita 
savinjjs of peasants arc just 10 per cent 
of the per capita savings of citizens.* 
.Moreover. 83.2 per cent of household’s 
bank deposits, which represent most of 
their financial savings (75 per cent), arc 
held into the hands of 2.5 per cent of the 
population. Ninety-seven per cent of the 
{people have meagre average .savings of 
only 1085 yuans (liS $ 130).* According 
to a study by the .Academy of .social sci¬ 


ences. 1.3 per cent of the households 
control 31.5 pet cent of total assets and 
less than 10 percent (8.7 percent) control 
more than 60 pei cent of total assets. At 
the other side of the spectrum, 44 per cent 
of the families with the lowest revenues 
only control 4 pei cent of total assets."* 

We may nmltipl) this data which leads 
to the same conclusion: not only a massive 
concentration ot the new wealth in the 
hands of a few, which, w'ilh the growing 
middle class m the cities, may represent 
10 per cent of the urban population, but 
also an absolute decline of the revenues 
of large .segments of the population since 
the last two years. The disparities and 
losses of income iue linked with the slow¬ 
down in growth, much more dramatic than 
the official ilain suggests, and with the 
extension of unemployment. The growth 
ligurcs of 7.S percent published for 1998. 
are in contr.uliction w'ith the fall of nearly 

3 ()cr cent in ictail prices, of 30 per cent 
in non-.state .sector inve.stment. of 1.3 per 
cent in total freight transported, with rise 
of only 2.8 per cent in electricity gener¬ 
ated, and W'ith the stagnation in the car 
industry and (he huge destruction of 
productive capacities due to the large 
(lood.s of the Yangzi river. The.sc figures 
also do not fully coherent with the massive 
overcapacity of industrial products. At 
least 50 per cent of main industrial pro¬ 
ducts arc piling up in warehouses, for a 
value of US S .500 billion, more than half 
of the GDP {liiniiie.ss Week, November 
30,1998). The politieisation of the growth 
figure, which may be nearer in 1998 to 

4 (x:r cent than the proclaimed 8 per cent, 
hides a concrete reality; cvei^ percentage 
point fall in the GDP means live million 
more unemployed {The Economist. t)cto- 
ber 24, 1998). 

According to the projections of the 
planning commission, there will be a rise 
of at least 24 per cent in unemployment 
in 1999, which will concern nearly 24 
million citizens. 11.6 per cent of which 
will be the urban active population.^ But 
if we add to this data unemployment among 
the 60 million rural [teople who have moved 
to the cities with temporary residential 


irermits, the real rate of unemployment 
may be around 20 per cent. In big cities 
of the disaster regions of north cast or 
north-west, the tifficial rale of technically 
laid-off workers is 20 |icr cent of the .state 
sector’s workl'orce.*’ Data from 1999 shows 
that this rate may reach sometimes 30 per 
cent. Women arc the first victims of the 
situation since they arc more concerned 
by lay-ofis. Laid-off workeis gciieially 
touching a small iillocation of 2(X) yutuis 
per month (25 U8 $), dc|x:nd from the 
support of their families since husband 
and wife work, oi ilevelop a secondary 
occupation in the informal oi private sector. 

But most of them ate living this situation 
with a lot of rescntinuiU toward what they 
feel not only us a fall in income but as 
a full in scK'iiil slaiiis: (he status ofu working 
class who has gone rlown fiom the sym 
liolic position of ‘master of the ccnintry’ 
to the position of mere los'.-is. Althoiigh 
strikes, sit -ins and other kiiuls of workers’ 
prittcsls hiive multiplied in the last few 
years, the organisational capacity of the 
working clu.ss is .still low under the strong 
party control, and there seems to be no 
possibility of a political formul.ition of 
their malai.se, since the interests of the 
intellectuals - in a large acceptation - are 
quite different from theirs, apart from a 
small minority ofdissidents. However, the 
extent of unemployment sugge.sts that 
China d<H‘.s not merely face a restructuring 
of its largely subsidised state sector, but 
a huge economic crisis. Thiscrisis is partly 
the effect of (he Asian crisis on hDIs and 
export flows 40 pet cent of which are 
realised by the public .sector, aiul ptiitly 
the result ol a misalloeation of resoiiices 
and the formation of a .speculative bubble 
in the real estate .sector. The icsiiucturing 
and the privatisation of a paii of the slate 
sector, which has been ilecided by the 15ih 
party congress in the autumn of 1997, has 
to hie placed in perspective. 

The public sector in general employ 
around 60 per cent of the urban population 
at a high price, since it receives around 
70 per cent of state investment for less 
than 30 per cent of industrial output. Its 
huge economic losses are subsidised by 
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fiscal exemptions oi bank loans on a yearly 
basis equivalent to 10 per cent of GDP. 
But the.se subsidies also cover the whole 
.sy.stcm of .social protection, health, public 
housing and pensions, which would cost 
.1.3 per cent of GDP if these social spend¬ 
ing would be transferred to the budget. 
Nicholas Lardy recognises that "this grow¬ 
ing .social burden of social expenditures 
could have pu.shcd enterprises in the red 
even if they had successfully adopted 
technical improvements that increased 
factor productivity”.^ 

Secondly, around 30 per cent of the 
hank loans accorded to the state sector - 
or 20 per cent of the total - arc apparently 
re-Icnt to the non-siitte sector at higher 
interest rales.** These loans have been 
mostly invested in the stock and real estate 
markets, thus contributing to the forma¬ 
tion of the speculative bubble. Thirdly, 
apart from this diversion of credit, China 
faces a massive depletion of state assets 
directly linked to the spontaneous 
privatisation policies of some managers. 
The actual uncertainty of property rights, 
which has been defined ironically by some 
Chinese observers as the ‘obscure mode 
of property' - a reference to the literary 
.school of ‘obscure poetry’ - which had 


developed at the beginning of the I980.S, 
allows some managers to transfer profit¬ 
able assets of a state-owned firm to new 
non-state companies, and leave all the 
liabilities to the .state-owned firm, which 
may declare a ‘false bankruptcy' in order 
to default on its financial obligations and 
on loans from banks. This kind of 
'collectivisation of losses and privatisation 
of benefits’ is one of the favourite way 
tosiphon off industrial public assets, whose 
depletion is estimated around US $ 8 
billion a year since 1985, i e, 2 to 1 per 
cent of GDI’ on a yearly basis.'^ 

Dili this is by no means the only one; 
the depiction of public assets happens 
even on a wider scale in the urban land 
deals. .Since the urban land is theoretically 
the property of the municipalities, the 
authorities use their monopoly to publicly 
undervalue the land attributed to foreign 
auctioneers, in order to limit the fees of 
evi -tion given to the residents, and touch 
by commissions the real price of the land 
affected to big development operations. 
This is basically the scheme behind the 
('hen Xitong's scandal, during which the 
mayor of Peking was said to have diverted 
around 2 billions of US $ from the 
municipality’s coffers.’” 


Fourthly, the frontier between bad 
management and systemic corruption may 
sometimes be very thin as shown in the 
following case: Chinese auditors have dis¬ 
covered that more lhan40percent (US S 25 
billion) has gone missing from state grain 
purchasing funds over the past six years, 
as the managersof the government’s grain 
agencies have .sold produce below costs 
and diverted money into real estate projects, 
stock market investments and personal 
luxuries. Fifthly, the state sector lo.s.ses may 
also be linked with the growing role of the 
army in economic activity until it was forbid¬ 
den toengage in busine.ss by Jiang Zemin, in 
1998. According to a Taiwanese rescarelier 
on tlte PLA, the army, which has benefited 
from sy.stcmatic facilities of credit since 
1989, would represent a significant part 
of the bad loans of the Chinese banks.” 

These bad loans, which represent today 
at least the equivalent of US $ 200 billion, 
i e, one-fifth of GDP, are not only due to 
the stale sector inefficiency, but also to 
a systematic inisullocation of resource.s 
toward speculative activities. The forma¬ 
tion of a real estate bubble, relatively 
comparable to the one in Japan or other 
south-east Asian economics, is one of the 
most annoying and long-term legacies of 
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the 1990s. Like in Japan, the abundance 
of savings and the laxity of credit have led 
to huge overcapacity as well as specula¬ 
tive prices; the price of commercialised 
housing has grown iS-fold in 18 years, 
far outstripping the average income in 
wages during that period. According to the 
head of the real estate department at the 
Chinese ministry of construction, there 
arc today around 300million empty square 
metres (at least 3 million units) the equiva¬ 
lent of one year of urban construction.’^ 
In Beijing, the rate of vacancy of offices 
reaches 30 percent, in Shanghai, from 40 
to 60 per cent. In the special economic 
zone of Shenzhen, at the border of Hong 
Kong, the World Bank has estimated that 
the overcapacity of offices would last until 
the next ten years. 

In July 1998, the Chinese government 
ended the allocation of public housing to 
the urban households and extended to 
them US $ 30 billion of loan (249 billion 
y uans) in order to promote the privatisation 
of housing and to boost growth of the real 
estate market. According to the Slate 
Information Centre, 84.4 million square 
metres were .sold (more than one million 
units) for 12.S billion yuans (US $ 15 
billion), but most housing was .sold at very 
low prices to the state wage earners. Just 
covering perhaps their maintenance costs. 
It contributed between 0.5 to 0.9 per cent 
point to the 1998’s GDP growth. The 
current market price fora bO.squarc metres 
flat is usually 10 times the annual income 
of atypical double-income family in large 
and medium-sized cities, while the inter¬ 
national norm is 3 to 6 limes the annual 
family income. The real estate bubble is 
thus far front being reduced, just like in 
Japan, where the rise of tran.sactions is 
much slower than the fall in prices (China 
Z)a/7y, January 10-16,1999).inlhiscontext, 
the exposure of Chinese banks to a weak¬ 
ening real estate sector is largely respon¬ 
sible fur their weakness, a feature similar 
to the rest of east and south-east Asia. 

The inability to reduce significantly the 
real estate bubble, combined with the rise 
of unemployment turns into a dramatic 
rise of precautionary .savings (-l■32 per 
cent in 1998), which amount to 5340 
billion yuans (US $ 643 billion), more 
than 60 per cent of GDP. The central 
government has tried to act on monetary 
policy, in order to stimulate the growth of 
consumption by lowering interc.st rates on 
three-year deposits from 14.5 (ter cent in 
1996 to 5 per cent in 1999, thus operating 
a transfer of US $ 12 billion to the state. 
But negative anticipations did not allow 
this mea.surc to bear any fruit, just like in 


Japan. The only way to come out of the 
pitfall of deflation and slowdown in growth 
was to act both on the monetary policy and 
on an expansionary budget policy, allowed 
by an acceptable level of internal debt. 

The re-capitalisation of the four state 
banks for 270 billion yuans (US $ 32 
billion), i e, doubling of their capital, has 
opened the first step for the cleansing of 
the banking sector, insolvent but not 
illiquid, becau.se of the huge amount of 
savings. The fixed asset investment has 
grown by 15 per cent in 1998, mainly in 
infrastructural facilities, and this boo.sting 
policy explains the renewal of growth in 
the fourth quarter of 1998. It is going to 
be pursued in 1999. with the emission of 
316 billion yuans (U.S $ 38 billion) of 
treasury bonds. II we add new loans for 
the acquisition of private housing with 
special loans to develop infrastrucutral 
facilities, the non inilationary measures 
taken in 1998 to Iroost growth may rep¬ 
resent more than 4 per cent of GDP. This 
plan to stimulate internal demand by 
infrastructural and hou.schold investment 
is a pragmatic answer to the reduction of 
the internal demand partly due to the Asian 
crisis, although it docs nut fit with the 
social and spatial disparity dimension of 
the fall of household's demand. 

The extraversion of the Chinese economy 
in the 199{)s is the result of an export-led 
growth policy linked with the huge flows 
of FDIs, 80 per eeni of which come from 
Japan and the four dragons of developed 
Asia (South Korea, Taiwan, Hung Kong, 
Singapore). In 1997, 40 [ter cent of Chi¬ 
nese growth came from the increase of net 
exports.'■’This high export-dependency is 
uncommon for a country of the scale and 
population of China, if we compare it to 
other continental countries such as India 
and Brazil. This is the re.sult of the shift to 
China of low addcd-value and high labour 
intensity activities by Japan and the foui 
dragons, whose eonipetitivciicss was res¬ 
trained on thc.se products by the rise of the 
yen, the Korean won and thcTaiwan dollar 
following the Plaza agreement of 1985. 

The strong reliance on processing trade, 
which accounts for 54 per cent of th'- 
Chinese trade volume and 85 per cent of 
the exports by foreign investment enter¬ 
prises, was based on an export rate regime 
suddenly destabilised by the Asian crisis, 
with the devaluation of the south-east Asian 
currencies the Korean won, the small 
devaluation of the Taiwan dollar in Oc¬ 
tober 1998 and the lowering of the yen. 
Despite strong foreign reserves estimated 
nt US $ 140 billions and the engagement 
of the Chine.se authorities not to devalue 


the renminbi in 1998, local operators in 
China, scnsiti.scd by the first decrease of 
Chinese exports since 1983, began to 
anticipate a devaluation and to cover their 
exchange risks. Asian operators began to 
reduce the FDl inflows because of their 
domestic problems and of the relative Iu.ss 
of competitiveness of the country. 

The decline of confidence opened the 
way to capital flights, which took amu.ssive 
.scale in 1998, despite the external incon¬ 
vertibility of the renminbi. These capital 
flights ttxtk the form of the underinvoicing 
ol cxitorls or the overinvoicing of i mports, 
with the differences placed m offshore 
bunk accounts, mainly in Hong Kong. 
These capital flights arc not new. Chinese 
authorities have estimated them at the end 
of 1996 between 65 and US $ 85 billion 
since the Itcginning of the opening up 
[tolicy, compared with US $ 18 billion of 
Cliitic.se official direct investment abroad 
{China liconamic News, }mc 16. 1997). 
But they have taken a new scale and itew 
directions since 1997. 

In 1988, the post errors and omissions 
of the balance of payinciils was less than 
US $ 2 billion, 2.6 iK*r cent of Chinese 
exports. In 1995, it was U.S $ 17.8 billion, 
nearly 14 percent of Chinese exports." 
In 1998, we can deduce from the stability 
of forcigii exchange reserves (U.S $ 140 
billion) that despite the current account 
surplus of US $ 20 billion and the ini lows 
of U.S $ .15 billion of b'DI, the capital 
flights have been at least US .$ 30 billion. 
The post errors and omissions of the 
balance of payments should thus represent 
16 per cent ol Chinese exports. 

Ill the years before 1997, these capital 
flights were largely reinvested in China 
under the form of 'fake foreign direct 
inve.stments'; in order to benefit from tax 
exemptions and customs reductions re 
served lo the joint ventures. But since 
1997. they have been more and more used 
to smuggle south-ea.st Asian, Koicun or 
Japanese goods into ('hina, w'hew com¬ 
petitiveness have been stimulated by the 
devaluation of their cunencics. In 1996. 
30,000 Japanese automobiles were 
smuggled into China.In 1997, accord¬ 
ing to ol ficial sources, more tli.in 1,0(l,0(K) 
automobiles and inoioibikes were 
smuggled into China {China Daily, De¬ 
cember 30, 1998), tliai is to say around 
20 per cent of toial sales of the foreign 
joint-ventures c.n indu.siry. .Smuggled 
goods repre.eiit U.S $ 12 billion of lost 
govcmmeni revenues, 8 per cent of the 
value of imports. The extent of smuggling 
linked with capital flights, apart from 
affecting entire sectors of the economy. 
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such as the car industry whose prices have 
gone down by 20 pci cent, the telecom 
industry and the oil industry (Buxiness 
Wivk, November 9 and 30, 1998), may 
thus explain the mystery of the stability 
of ('liiiia’s foreign exchange a\scrvc.s. 

This general context of expansion of the 
illicit economy allows us to understand 
the crackdown of the military armed forces 
on business activities launched in the 
summer of 1998. A Japanese press agency 
even reported that (China’s public security 
minister in charge of enforcing border 
security had been placed under house arrest 
on suspicion of smuggling,'** and in Janu¬ 
ary 1999, the central government set up 
a60(K) members anti-smuggling task force 
in order to control the situation. 

Apart from capital llights and smug¬ 
gling, China’s exchange rate .stability may 
be affected by the country’s short-term 
foreign debt, which has been largely 
uiiderestiinaled. The bankruptcy of the 
(luangdong International Trust and 
Investment Corporation (GITIC) in the 
autumn of 1998 attracted the attention of 
foreign creditors to the extent of non- 
sovcicign loans accorded to Chinc.se non 
bunk Imanciul institutions dependants Irom 
the provincial and munici|)al governments, 
the International Trade and Investment 
Coiporations (ITKJS) who have borrowed 
in 1 l.S $ and accorded three-fourth of their 
loans in US $ although must of their 
revenues arc in renminbi. 

China's foreign short-term debt was 
olTiciully standing at US $ 18 billion at 
the end of 1997. on a total debt of US $ 
120 billion, but the Bank of Inicmutionai 
Settlements, which includes lending 
through Hong Kong and other offshore 
centres, pui it at US .“il 33.8 billion. At the 
Ivgmning of 1999, Hong Kong banks 
alone had a problematic exposure of 42 
billion US Ji to nun-hank Chinese entities 
and were gening nervous about the viabil¬ 
ity ot then loans which have often Ivcen 
aflected to long-term infrastructural fa¬ 
cilities (Findiicidl Times, January 17. 
1999). As a GlTlC executive explained, 
“we used to borrow fioni one set ol banks 
to paj' off another set. But then the Japa 
nese banks stopped leiuling. so there was 
no way for us to repay" {Fiiiativial Times, 
Detober 2(1. 1998). Although the lailure 
of the 240 provincial and municipal ITICS 
would not affect so much the (.'liinese 
1 uuinei.vl sysiem, as they just represent less 
than .“i pel cent of the banking sector total 
assets, the coniKlenee of foreign investors 
could become ti agile. 

I'inally, the stability of the renminbi 
may also be innuenced by the unorthodox 


policies of the Bank of Japan, which has 
resorted to printing money in a last attempt 
to boost growth. If this policy, proposed 
by Paul Krugman, leads to a weakening 
of the yen, the competitiveness of Chinese 
exports might l>c reduced. The spectre of 
a devaluation may be rejected by solid 
arguments such us the .strong exchange 
reserves, the deflationary tendencies in 
China, the fact that half of Chinese exports 
are made from imported ingredients whose 
prices would go up, and the bloating of 
foreign debt (The Economist, February 13, 
1999). But this measure of devaluation 
has not been officially put aside if the 
export competitiveness continues to dete¬ 
riorate. As Barry Naughton has noticed, 
“it is the first time since 1949 that China 
is facing an external macro economic 
shock which has a significant impact on 
its internal economy” (Current Hisiory, 
September 1988). 

Victims of their successes, the authori- 
tie.s have the will and may have the pos¬ 
sibilities to turn this crisis into a new 
opportunity to develop a more self centred 
growth. Hut on this new and arid path, or 
on this navigation between the hard rocks 
of the 199(ls legacy, the losers of Chinese 
society might lose more, unless institu¬ 
tional innovation, asked by Chitiesc econo¬ 
mists like \Vu Jinglian. takes place, in 
order to regulate the market, to reduce the 
social and spatial disparities deeply rooted 
in monopolistic, cornipt and sometimes 
even criminal tendencies. 
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1^ Di and UomesQc Economy 

Neoliberalism in China 

Ntnnul Kumar Chandra 

This paper explores the complexity of China’s FDl policy. Beginning with the size of inflows amt their 
distribution by sector, host region and source country, it goes on to describe the changing policies and 
the new types of foreign firms emerging in the recent past. A critical look at official data .wggesis an 
exaggeration of the stock of inward FDl and an understatement of FDl outflows, which is often misconstrued 
as capital flight. This leads to a discu.ssion of the role of FDl in China‘s economy. 


FREE trade in goods and free flow of 
capital, especially of foreign direct invest¬ 
ment (FDl) across the countries, are the 
two keystones of the international eco¬ 
nomic order being established by the IMF, 
World Bank and WTO. For the western 
media, the multilateral agencies and main¬ 
stream economists in the acadcinia, the 
(TUX of ‘reforms’ in a developing country 
is the progress towards the Hegelian 
absolute freedom of a ‘global citizen', i e, 
transnational corporations (TNC) and fi¬ 
nancial companies in rich countries, to 
invest anywhere in any sector or withdraw 
funds at the owner’s sole discretion. 

Theorists claim several benefits of FDl 
for a developing country, which I shall 
take up later. But these are no mure than 
hypotheses, supported at best by fraginen- 
tary tvidcncc I'rom selected countries and 
oiKichs. Altogether missing in the discus¬ 
sion is any reference to Japan and .South 
Korea, universally acclaimed as miracle 
economies. Only a very narrow space was 
left for foreign capital in the.se two coun¬ 
tries. As Itoh and Kiyono (1088) put it, 
FDl comes predominantly from giant firms 
o|terating in an oligopolistic market where 
prices have a high mark-up over costs, or 
monopoly rent. The drain of economic 
surplus impoverishes the host country. 
More pointedly, Saburo Okita, a key archi¬ 
tect of Japan’s post-war planning, told an 
Indian audience in 1003 that if Japan had 
fuliowcd a free trade policy along with 
free entry of US and European firms in 
the fifties, there would have been noToyota 
or Nissan. 

This displacement effect of FDl on 
domestic enterprise is closely related to 
the ‘non-economic’ question of ‘national 
self-reliance’ that figured prominently in 
the diseourse of nationalists in former 
colonial and semi-colonial countries. 
Western economists dismissed such con¬ 
cerns as irrational, if not counter-produc¬ 
tive, outpourings of populist leaders. In 
the mid-1960s Servan Schreiber’s The 
American Challenge hit the bookstalls 
bemoaning the take-over of large chunks 


of European industry by American capital, 
and called for a consolidation of European 
firms hacked by the respective govern¬ 
ments. Almost simultaneously president 
dc Gaulle created an independent French 
nuclear force, delving the Americans. Pre¬ 
dictably. Anglo Savon economists and 
politicians characicrised both as symp¬ 
toms of French paranoia or illusion of 
grandeur. Ncvcithclcss, France and other 
countries in west F.uropc, excepting U.S- 
loyalist Britain, set up roadblocks to pro¬ 
tect domestic cntcnirisc against foreign 
invasion. Ironically, the US under picsi- 
dent Reagan, the high priest of Tree trade’, 
took to crude protectionism to shield 
several key industries like motorcars, steel, 
etc. from being swept away by the gale 
of compertition from Japan and elsewhere. 
In semiconduetors, the $ .S billion state- 
funded R and 1) project. SEMATF.f'll. 
was launched, excluding foreign firms, to 
re-establish US supremacy in high-perfor¬ 
mance chips. Thus preaching about fiee 
trade is more for the consumption of 
‘others’, and not for those nations that 
have retained their economic sovereignty. 

However, the pursuit of self-reliance by 
a developing country is far more compli¬ 
cated in this age of rapid technological 
progress than in eailier times. Despite its 
anti-capitalism, the US.SR all through 
.solicited co-operation from advanced firms 
in Europe and America, but did not get 
fur. By u|iplying a virtual embargo on the 
transfer of high technology to the (ISSR, 
and through severe restrictions on manu¬ 
factured exports fiom that eountiy, Wash¬ 
ington played a significant role m the 
Soviet economic stagnation from the 
1970.S. Japan also made concessions when 
she let in Royal Dutch Shell and IBM. And 
South Korea all through encouraged FDl 
in export industries where the domestic 
firms were unlikely to succeed. But the 
east Asians ensured that domestic indus¬ 
tries did not suffer as a con.scqucnee. 

China’s ‘open door’ policy has to be 
seen in this light. Is it an extension under 
socialist conditions of the cast Asian 


approach? Or. is it engendering new social 
forces of capitalists as well as eupitalist- 
roaders within the party and government 
that will eventually overturn Chinese 
socialism and surrender the country’s 
sovereignty 7 The present essay focuses on 
the first of the two questions, and explores 
if and how post-1978 C'hina has succeeded 
in evolvinga.self-ielianl.strategy'of develop¬ 
ment. while her links with the capitalist 
west have expanded manitoid. I have also 
examined the effectiveness of a few sa¬ 
lient features of current policy, not from 
some abstiact ideological perspective, but 
from that of Cliitia’s professed objective 
of rapid growth with social stability. 

.Section I ol the ptiper is on FDl intlows 
into China, their distribution by sectors, 
host regions and source countries, ami the 
relative importance of foreign capital in 
industry. Next. 1 probe government [Kili- 
cies on FDl. .Section III is on the changing 
profile of foreign enterpri.ses in China and 
touches upon the continuing debate among 
policy-makers on sectors that should be 
kept off-limit for foreigners. In the next 
two scciions on the ‘true’ size of inward 
FDl and on the scale of outward FDl fiom 
China, the. official data are scrutinised to 
get a better insight into what is really 
happening at the ground level. .Section VI 
is on the magnitudes of the alleged flight 
of capital from China. The following one 
piovides a tentative evaluation of the role 
of FDl in China’s economy. By .uy of 
conclusion two issues aa* posed in Sect ions 


T-\iii 1 

; Inm.(iw.s Ol- Aito.m 

rni, 198-1 99 

1 S hitliim) 

19K.1 

1..^ 

1992 

11.2 

19«S 

1.7 


27.5 

l9R(i 

1.9 

1994 

.13.8 

1987 

2 » 

1991 

.15.9 

1988 

1.2 

199(1 

40 2 

1989 

.1 -I 

1997 

44.3 

1990 

3 S 

1998 

45.6 

1991 

4.A 

1999 (Jan July' 19.4 


li|) U1 1W.S. SYC 19%, 

19%, Il-.S, BOP 199K, 

1997- htlp://chinaci-tin toni 
1998 .md 1999'. imp//cc tci.gov.cn 


Fxonomic and Political Weekly November 6, 1999 


.JEW 



VllI and IX. In what ways can other 
developing countries learn from China's 
experience? Is the current policy matrix 
leading to a systemic crisis such that 
‘socialism with Chinese characteristics' 
will become an empty slogan? 

I 

FDi InOows 

I'rom the mid-1980s inflows of FDI into 
China have gone up by leaps and bounds, 
reaching di/^iying heights in the 199Us 
(Table I). But there was a pause in the 
wake of the A.sian crisis of 1997. For most 
of 1998 the monthly figures trailed behind 
those of the previous year, but eventually 
caught up and showed a 3 per cent rise. 
In the first six months of 1999 there was 
a very significant 20 tx:r cent fall. The 
sectoral pattern of FDI has undergone u 
significant change. Karlicr. about two- 
tliirds t)f the total went into manufactur¬ 
ing, but ill 1998 the percentage share came 
dow n to .‘56, while that of real estate reached 
a high of 14; the shares of other iiiiponaiil 
sectors were: utilities 6.8, social .services 
(including hotels) 6..‘5, construction 4.5, 
transport, telecom, etc, .3.6, and trade and 
food services 2.6. Perhaps ‘panicked’ by 
declining inflows, the authorities cased 
some restrictions as noted below, and suc¬ 
ceeded in maintaining the volume of in¬ 
flow. Further, within manufacturing which 
absorbs $ 25.6 billion, only six branches 
are identified .separately accounting for a 
total of just $ 7.8 billion; these are elec¬ 
tronics and telecom equipment, chemi¬ 
cals, textiles, medicines, ordinary machin¬ 
ery, and special-use equipment. Where the 
bulk of $ 17.8 billion went, remains unclear. 
The sectoral pattern remained the .same 
during the first half of 1999. 

In Table la, FDI inflows are shown 
according to type of enterprise. In the 
initial post-reform years the predominant 
form was I'nat of co-operative joint ven¬ 
tures (.('J V). Its share in the total, however, 
declined sharply from the mid-1980s, but 
still remains important at one-fifth. Cor¬ 
respondingly, ccpiity joint ventures (JV) 
acquired greater significance, and their 
overall .share .stabilised at about two- fifths. 
Most remarkable have been the emergence 
ol wholly forcign-owned enterprises 
(F'OIi); by 1998 they became the second 
largest group, and ju.st a little behind the 
JV. By 1999 they reached the lop with 
nearly half of all inflows. The other groups 
ol enterpnses accounted for a small part 
of the total. S.ncc l‘)98 one finds a new 
category, ‘foreign investment shareholding 
enterprises' with a contracted FDI of $ 161 
million, but actual FDI of just .$ 7 million. 


EuroMandarin, establi.shed by British 
Aerospace as a portfolio management 
group for aerospace investment in China 
[Harding 19991, probably belongs to this 
category which may become more impor¬ 
tant in future. Henceforth ‘foreign invested 
enterprises' (FIE) will denote all firms 
with some foreign capital. 

The distribution of FDI according to the 
host region is portrayed in Table lb. Up 
to 1990the two coastal provinces of Guang¬ 
dong and Fuji in the south received over 
one-half of the national total, but the share 
has now come down to a little over one- 
third. The three major cities of Beijing, 
.Shanghai and I'ianjian received almost 
one-fiftli ol the total till 1987, but some¬ 
what less since then. Six other coastal 
jirovinces assumed increasing importance, 
and now trail clo.sely behind the two 
southern provinces. As for the inland 
provinces, though the volume of FDI has 
increased manifold thanks to the special 
incentives of the central government in the 
current five-year plan, their overall share 
icinains low at about 15 per cent. So long 
as FDI isdirected at labourintensiveexport 
sectors, and Hong Kong plays a critical 
role, it is difficult to .sec how inland 


provinces can become major recipients. 
High costs of surface transport over long 
distances would act ax a deterrent. Special 
incentives may be more effective for 
cither resource-based or high-value-added 
but foot-loose industries. 

The sources of FDI into China for 1994, 
1995 and 1998 arc .shown in Table Ic. As 
expected from earlier years, Hong Kong 
predominates, followed far behind by 
Taiwan andothcrovcrscasChine.se inves¬ 
tors from Macao, Singapore, Thailand, 
Malaysia, and Indonesia. A comparatively 
small part came frt>m Japan, the US or 
we.st Europe. The Chinese diaspora con¬ 
tributed 71 per cent of the total FDI till 
recently. Evidently, thc.se were in low tech¬ 
nology manufacturing or service sectors. 
However, a far from insignificattl part of 
FDI from Hong Kong is actually ‘reverse 
investment', with the concurrence of the 
Chinese government, by China-owned 
firms incorporated in Hong Kong; this 
aspect will be explored later. In 1998 the 
scenario somewhat changed. The shaie of 
the Chinese diaspora came down to 55 per 
cent, while that of rich OFX’D countries 
was much higher than before at 21 per 
cent. This is again a reflection ol the Asian 
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1980 

|9‘J() 

l‘)79 'JO 

1995 

19*>8 

11)1)0 1 

Total ($ bn) 
of whtt It: 

0.6 

(ill 

40.-1 

91.3 

45 6 

19.4 

JV (per cciili 

12.8 

41.0 

37.8 

43.5 

41.3 

34 1 

(’JV (percent) 

8.7.8 

19.6 

40.0 

19.5 

20.5 

17.2 

FOK (per ccnl) 

3.4 

37.0 

13.9 

36.9 

36.2 

47.9 

Ulhci.s (per cent) 


2.4 

8.3 

0.1 

2.0 

0.7 


Noh‘\' JV;-'iiuily jiiiiil vciiturcs.CJV: en-operulivc or contracted joint venluros, F(JIi' Wholly 
foreijMi-ownod enierprisc.s. *■ Jan-July 1999 

Data up ;o 1995 arc on contracted FDI; lalcr figures arc on actual FDI. 

Sounex- I979.>;i). i.litn, Chang and /h.ing (199.SI. 1995: SYC 1990; 

1998 and 1999: http;//ce.cci.gov cn 
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1979-87 

1990 

1998 

I9<J9 * 

Total ($ billion) 

17.7 

3.5 

45.0 

19.4 

of wbieh: 

Major chics* (per cent) 

21.1 

13.9 

17.3 

14.3 

Southern coa.stal provinces** (per cent) 

56.5 

.50.2 

35.6 

36.5 

Other coastal provinces C* (per cent) 

'.1.5 

18.2 

.32.2 

32.2 

Inland provinces ipei cent) 

11.3 

17.7 

14.9 

lo.9 


Notes'. *Beijing, Sh.inghai and Tianjin,'*'* Guangdong and Fujian, (<t>Liauning, Hebei. Sh.indung, 
Jiangsu, /hejiang and Guangxi. 

Dal .1 loi 1*179-87 (and 1995) arc on conlracicd FDI; others arc on actual HDl. 

Sourcc.t: As in Table fii. 


Tawi' le; Major Soprcia of FDI 


($ billion) 


Year 

Total 

Hong Kong 

Taiwan 

Macao* 

Japan 

US 

1994 

34.0 

19.8 

3.4 

2.0 

2.1 

2.5 

|995 

37.8 

20.2 

3.2 

2.7 

3.2 

3.1 

l*)98 

45.6 

18.5 

2.9 

3 8 

.3.4 

.3.9 


Note: * includes Singajxirc. 

Sourc^e: Up lo l‘W5- .SYC 1996; 1998’ hltp.V/cc.cci.gov.cn 
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crisis thai hurl the Chinese diaspora in all 
the affected countries. As many observers 
noted, some lumpy investments in infra¬ 
structural sectors, including telecom, by 
OECD firms kept the aggregate FDI at a 
high level. 

The FIE have become a potent force in 
China’s domestic economy. Against an 
aggregate industrial output value in 1993 
of 9,189 billion yuan, the .share of stale- 
owned cnlerpri.scs (SOE) was 34 percent, 
that of collectively owned enterprises 
(COE), including township and village 
entcrpri.scs (TVE) was 37 per cent, and the 
FIE contributed 12 percent. Out of a total 
urban employment (staff and workers) in 
all sectors of 173.5 million, the SOE 
absorbed almost two-thirds, but the FIE 
share at 3 per cent or 3.1 million in ah 
solute number, wa.s by no means negli¬ 
gible [SVC 1996]. According loT/ie China 
Daily (Internet write-up on foreign invest¬ 
ments, Augu.st JO, 1999), the value of 
industrial output of the FIE in 1998 ex¬ 
ceeded 1 trillion yuan, or 18.0 percent of 
the national total; excluding tariffs and 
land taxes, they contributed 99.3 billion 
yuan in taxes, or 13,2 per cent of China’s 
tax revenues; and employment in thc.se 
linns sUKxl at 18 million or 10 per cent of 
the country's urban labour force. How¬ 
ever. according to the write tip on ‘cm- 
liloyment’ in the same source. ,il end-1997 
employment in the FIE was no more than 
3.8 million, or just 14 percent more than 
in 1995. Although the growth ol the FIE 
in the last five years has been rapid thanks 
to the large FDI inflows, and many sick 
St)E wea; taken over by the FIE (site below), 
the higher figures on employment and 
output sh.'ircslook implausible.Thc.se may 
represent a conceptually different category 
of firms than the earlier group of FIF,. 

An examination of the output in .se¬ 
lected industrial sectors in Table 2 is re¬ 
vealing. These figures might overstate the 
importance of the FIE at the national level 
since the COE and the TVE are left out. 
But for many of the product groups the 
contribution of the excluded entcrpri.se 
types may not have been large. In elec¬ 
tronics and telecom the FIR produced 2.5 
times more than the .SOE in 199.3; in 
electrical equipment end machinery, and 
in in.slrumcnis, motors, etc, the former 
were'slightly ahead of the latter. Else¬ 
where the SOE dominated, but the FIE 
were significant players. Three product 
groups deserve special mention. In medi¬ 
cines the foreign share was nearly one- 
quarter of the total and should go up as 
China gives greater protection to intellec¬ 
tual property rights under pressure from 
the US as a precondition of China's admis¬ 
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sion into the World Trade Organisation 
(WTO). In transport equipment the for¬ 
eign share was close to one-quaner again, 
but should rise substantially as China is 
trying to step up output with the help of 
transnational corporations (TNC). In utili¬ 
ties (power, steam and water supply) the 
foreign .share is slated to rise as a signifi¬ 
cant part of FDI in 1998, as .seen earlier, 
is going i nto that sector; moreover, Chinn's 
budgetary funds for such investments have 
been shrinking. This may rai.se the spectre 
of FIE dominance over this crucial sector. 
In electronics and telecom, China wa.s 
technologically backward and did not 
nurture, until fairly recently, indigenous 
technology development units like India’s 
Centre for the Dc\ elopment of Telematics 
(C-DOT). In view of China’s ultra-rapid 
growth, and the bottlenecks arising out of 
a poor communication infrastructure, 
China fell compelled to depend on AT 
and T. Motorola. Nokia, etc. 

II 

i'ulicy on FDI 

China’s policy on inward FDI tries to 
combine an unusually large number of 
objectives not lound elsewhere. An inte¬ 
gral part of Peng Xiaoping’s ‘o|Km door’ 
agenda, FDI was expecteil to hasten the 
country’snii ulcrnisation in technology ainl 
management, promote exports, ami also 
encourage outward FDI from China. If 
western eouniiies view their investments 
abroad as a means of integrating into their 
‘productive systems’ the economics of 
ho.st countries. Cliina invites FDI so tliai 
eventually she becomes a capital exporter. 
To put it differently, C’hina wants to have 
her own ‘productive system' and not 
become a cog in the wheel of a foicign 
chariot. The anxiety alxiul foreign eco¬ 
nomic domination explains the gamut ol 
restrictions placed by ('hina on foreign 
inve.stors. Despite increasing tlcxibiliiy 
over time in its dealings with the latter, 
there has so far Ix'cn no concession on the 
question ol national economic .sovereignty, 

The basic law on joint ventures of 1979 
allowed F'DI into China for the first time. 
Later, three major policy announccmci is 
were made; the implementing regulation 
of 1983, the state council provisions of 
1986, and the 1990 amendments to the 
basic law. Under the basic law of 1979, 
for each FDI the foreigner had to have a 
contract for a joint venture (JV) with a 
Chinese firm, usually an SOE, and obtain 
the approval of the central government. 
The contract specified the nature of the 
busine.ss, the icspeclive shares of each 
side in the JV (usually 40-60 (vr cent lor 


the foreign pailner), the composition of 
the board of directors, the allocation of 
functional responsibilities between the two 
sides, the lime hori/on of the contract 
(beyond which the as.scls of the JV would 
become the property of the Chinese part¬ 
ner), and .soon. Moivovcr, every J V needed 
a Chinese citizen to head its hoard. 

The status of foreign companies was 
thus very different from that in other 
developing countries, even those like pre- 
1997 South Korea or pre-1991 Imlia. The 
latter diil civet formidable entry barriers, 
but did not interfere in the clay-to day 
oiwrations. In China, since the .SOE were 
ultimately conti'olled by the government 
(central or Iih iiI ) anil the Communisi I’arty. 
every major move by the foreign partner 
in a JV required in effect the concurrence 
of the political authorities. The latter's 
supremacy was reinforced by the legal 
enviionmcnt. Transactions between any 
two JV are guided by the set of .s|)eci:il 
laws and rules for foreign investou; if 
such laws are vague or ab.sent on any 
question, ('hiiia's domestic laws arc ap- 
|)lied. Thus a JV could not sue an .SOE 
lor failing in its commitment, e g. in input 
supply, if that was due to an administrative 
order. More iiiiportani, on many matters 
the JV arc governed by ‘internal guide¬ 
lines’ (‘/oibu’) which are kept iiiuler the 
vviaps and available only to govcriinient 
bureaucrats and enterprise (SOE) manag¬ 
ers {Child 1994:220 21). 

Some of the initial stipulations on the 
JV were relaxed over the years. Thus in 
1983 the provincial and local governments 
were authorised to approve FI )l contracts 
loi up to S million in investment. A new 
category of wholly loieign owned enter¬ 
prises (F'OE) w'itli no Chinc.se equity or 
management control was cie.iled in the 
late lOSOs, although they had to lind a 
local partner (or labour leciuilmcnt and 
procurement of law materials {Beamish 
and Spiess 1993:134{. 
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A unique feature of C!hina’s FDl law 
(not fount! clscwliere) is the 'fade out’ 
clause. Facli contract .s|)ecified the life of 
the JV beyond which the foreign investor 
would cease to have any claim on the 
enterprise, which would become fully 
China owned. Mote than one-half of the 
JVs e.stabli.shcd till l<)S5 had a life of just 
10 years. Subsequently, the life was ex¬ 
tended III a number of ca.scs where the 
performance was deemed satisfactory. In 
1986 the maximutn life of a JV was 
extended to .‘>0 years or more. Besides, the 
govcnimcni al.so undertook not to nationa¬ 
lise the JV. In 1991 a garment manufac- 
turmg J V was granted exemption from the 
fade out clause with an indefinite life 
(('luld I994:22.‘i|. 

Foreign itive,4ors have, indeed, been 
nervous about the fade out principle. Hut 
there is little :sidcncc of an actual take- 
overofa.lVbv!hc< 'hineseaflct thccontracl 
Iwi'KXI was o\ei. On the other hatid, as 
Aiello (1991. cited by Child 1994:247) 
observed: ‘Il>lespiie rhettnic to the coii- 
tiai). many |oint ventures like BJ( '(Hei jing 
Jeep Coipoiationl are under ('hine.se 
government cv.nliol. They are stale enter¬ 
prises with ieni|Htrary loivign management.’ 

Joint venliiies everywhere arc plagued 
by the conHicling goals of the two part¬ 
ners. In the case of China (and India) the 
conflict takes a predictable shape. Keen 
to saleguarti its proprietary technology, 
bland name, and so on, the foreign investor 
lioni industrial countries tries to control 
nianageinein and investmeni decisions, 
access f'hiiia’s tli'inesiic iiiaikel. import 
.IS much ot cuneni inpiiis and equipment 
as possible, and avoiilesport. 'I'he C'hincsc 
partner has esaci ly the opposite objectives 
as it hopes to '.lecoinc a global player, 
benefiting fun its experience in the JV. 
The fade out principle encouraged the 
Chinese side to siii\e for an early ticqui- 
siiion of ine relevant skills m technology, 
niarketing. etc. l-ven in hi-tech areas. 
PliLsschacii( I w.i, |i)4)i)bserved,Chinawas 
not interested in sharing the domestic market 
Willi the JV.77ic/-.(o;i()/i|i.s/(June 19,1999) 
noted that the Chinese go\ei nmeiii ‘hedges 
foreign ventures roiiiul with restrictions, 
keeping them out of si>me ot the juiciest 
nwrkets (financial services, telecom) and 
olien requiring them to export turiously 
before they can .sell to the Chinese.' 

That does not mean that entry was barred 
for a JV producing for the local market. 
Some notable cases will be cited shoitly. 
■fo piesciit proliferation of such enter 
prises, a ciuci.il icquirciiient for FDI has 
been that the toicign investor must earn 
enough foreign e.xchange to import inputs 
and equipment oi repatriate royalties. 
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dividends, etc. This docs not figure in the 
basic law on joint ventures ( 1979), but was 
part of the 198.3 regulations. Various fi.s- 
cal and other conee.ssions granted to the 
FIE are contingent upon their maintaining 
the foreign exchange balance. The stipu¬ 
lation is easily fulfilled by labour-inten¬ 
sive units in the export sectors, or by hotels 
catering mainly to foreign tourists, but 
docs pose a majtii hurdle forthe FIBaiming 
at the domestic market. The Chinc.se 
position is far fioiii unique. Until the crisis 
of 1997, South Korea cffcetively blocked 
the entry of the TNC wanting to exploit 
the local market. Under India’s Foreign 
nxehangc and Regulation Act. 1973 which 
was in force until the country souglit a big 
IMF' loan in 199 i, foreign companies had 
to maintain a foa-ign exchange balance; 
even now the rule is selectively applied. 

Uowevei, the Chinese authorities do not 
apply this balancing rule rigidly. A glance 
at Tabic 3 will show that the FIE imports 
generally exceeded exports in all the years, 
excepting 1998. The government, cc.itral 
as well as local, ha.s discretionary powers. 
If a goml pixrdueed by an FIE is declared 
to be an ‘import substitute’, then the balanc¬ 
ing rule can be relaxed. But it is not easy 
U) obtain such an uuthori.salioii jChild 
i994:2.J4; Flasschacri 1993:961. The JVs 
of Volkswagen. Hewdett Packard and 
Chrysler did ohiain exemptions on this 
count, but these were exceptions. I’arti- 
cularly interesting is the last case. C’hry'slcr, 
tile American parent rrf Beijing Jeep, was 
importing equipmciu. CKD components 
and spare parts for as.scmbly operations 
and raking mi huge profits. Against a 
contracted liKal content of 80 per cent by 
the end of 199t), die actual was only 40 
per cent; the Chinese SOE partner was 
unhappy, anti so was the central ministry. 
Chrysler, however, threatened loclo.se shop 
if the Chinese insisted on a fulfilment of 
the contract. The Beijing municipal govern¬ 
ment, which was in charge of the J V, came 
to the rescue of Chrysler for two reasons. 
First, it wanted to make Beijing another 
centre of automotive industry in the coun¬ 
try. Moreover, the high profits of the JV 
also boosted the local government’s rev¬ 
enues tax and non-tax. 

Babcock and Wilcox also started a JV 
with a Beijing firm to manufacture large 
capacity boi I >rs for power generation. Till 
the early 1990s. the entire output was sold 
locally, and exports were quite meagre. 
Thanks to patrons high up in the govern¬ 
ment, the balancing rule was waived, but 
tlx* foreign inve.sior was aware that the long¬ 
term success ol the JV depended on its 
ability to enter the expert market in a big 
way I Beamish and Spicss 1996; 163]. The 


Chinese apparently felt that the JV would 
help them acquire moctem technology in this 
crucial branch, and allowed it to flourish. 

There were also other e.scapc routes. A 
J V could export third party goods with the 
approval of the government, usually for 
short periods. Thus Pepsi Cola for some 
time exported mu.shixwms and herbs to 
fulfil its obligations. Another option is for 
a JV to reinvest its profits in a Chine.se 
enterprise - again with government ap¬ 
proval; but few of them did so. Another 
common practice for remitting dividends, 
etc, by the JV was to buy dollars in the 
’swap market’ (so long as it existed), or 
from other Chinese firms with an abun¬ 
dance of dollars. It is worth noting that 
all exporting firms in the 1990s could 
retain about onc-quartcr of their earnings 
and use it at their own discretion. 

Western and Japane.se investors have 
been quite vocal in criticising this balanc¬ 
ing rule. Some small and medium-size JV 
may have wound upljccausc of this stipula¬ 
tion IChild 1994:223). During the Sino US 
talks on China’s entry into the WTO in 
April 1999, the US insisted that C3iina 
abandon immediately her balancing rule. 
Yet a 1987 survey by the US National 
Council found that this was not a major 
headache for the American investor; 
[Beaiiii.sh and Spiess 1996:161 J. If one 
goes by tlic trend in FDl into China from 
industrial countries, or compares the situ¬ 
ation in other developing countries, one 
would have to agree that the balancing rule 
was hardly a dcteiTcnt. Rather, it filtered 
out a number of FDI prtijects that might 
have eroded the competitive strength of 
the SOE in the domestic market, kept in 
check overall imports. 

Ill 

Changing Profiles of FDl 

Economic reform in China is an ongo¬ 
ing process with many significant changes 
taking place from lime to time. The con- 
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Oscrall 

FIE 

I-Aporl 

Import 

E,\port 

Impoii 

198.S 

27.4 

42.3 

0.3 

2.1 

1990 

62.1 

53.4 

7.8 

12.3 

1995 

148.8 

1.32.1 

46.9 

62.9 

1996 

151.1 

138.8 

61.5 

75.6 

1997 

182.7 

142.4 

74.9 

77.7 

1998 

183.8 

140.2 

81.0 

76.7 

1999 ♦ 

100.2 

88.9 

46.6 

45.8 


Note: *■ Junuary-July 1999, 

Sourrey. Up to 1996: Sun (1998); 

1997: http://chinaccoii.coin; 

1998 and 1999; http;//cc.cci.gov.cn 
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tract, by which a JV is established, is not 
frozen once for ail. Cui (1998) provides 
.some interesting examples. It is not always 
that a TNC enters a J V with a Chinese SOE 
as the main partner. Thus AT and T (53 
per cent equity) teamed up with S Megga 
(17 per cent) of Hung Kong, and a Chinese 
SOE (30 per cent) to form a J V manufac¬ 
turing telephones. Macdonald's entered a 
JV with its master franchi.scr in Hong 
Kong as the partner. Similarly, Proctor 
and Gamble began its JV. holding 59 per 
cent of the equity, with Hutchinson 
Whim(x>a of Hong Kong; in 1997 the 
former exercised the option to raise its 
stake to 89 per cent, and will eventually 
bcconie the .sole owner. 

The persistent sickness of a good pro¬ 
portion of SOE and TVE is opening up 
new possibilities for foreign investors. In 
1998 Anheuser Husch purchased with 
S 16.4 million a 5 per cent equity share 
in Qingdao Brewery. and also an 80 jx-r 
cent slake in Wuhan Biesvery for 5> 140 
million. (Cui 1998.) While Kodak since 
1994 had liccn eyeing some ol the sick 
companies in its own line of business, it 
was only in March 1998 that it could 
clincl'i a deal lor $ 380 million in a\s|H’ct 
of ihiee sick coiiipanies, with a promise 
to make fresh investments of $ 1 billion 
to modernise them. I.alc in 1997 the 
Citibank wanted to set up a JV with a sick 
TVE. maiuilacturing uirconditioners, and 
was prepared to wait 1 18 months before 

the pertni.s.sion came; the fasourable de¬ 
cision came in April 1998. In the new JV 
the Citibank will hold 40 per cent of the 
equity and the remuindci with Guangdong 
Kelon Air-conditioningCotnpany; the new 
J V may also be allow'cd to take over I Iiibao, 
another sick company [Saywell 1998J. 

Despite these relaxations, the Chine.se 
continue to resist foreign take-over in 
sensitive areiLs like telecom, banking, trans¬ 
port, etc. A city government, however, 
allowed in 1998 the loreigii partner in a 
transport-rclaicd JV, to set up a .separate 
J V with 50 per cent equity, aiul lake charge 
of marketing the former’s output. A sepa 
niic JV in distribution was unimaginable 
earlier iSaywell 1998|. 

According to Cui (1998), the TNCs have 
been trying since 1986 to sell directly to 
the eonstiiners, bypassing the state-trad¬ 
ing network. Only in 1992 did the Chine.se 
allow broad-based foreign participation 
in the retail sector. As a result. Motorola, 
Proctor and Gamble, Intel and many 
others have their own sales force. Inter¬ 
estingly, some Chinese SOE have learnt 
the tricks of the trade, and are aggressively 
selling their products. An example is that 
of Jianlibao which has pitchforked it.sclf 


as a third player in the traditional 'cola 
war' between Coca-Cola and Pepsi Cola. 

Expatriate managers in TNC-controlled 
JV earned on the average as much as 
$ 3.5().(KI() per annum [Cui 19981. This is 
a major point of friction between the for¬ 
eign and Chinese partners in a JV. Child 
had noted earlier. The Chinese side often 
believes that such .salaries represent a rlrain 
on the profits of the JV that should have 
better been invested to enhance produc¬ 
tion. Foreign partners not only regard such 
salaries as necessary, but also accuse the 
Chinese of not putting enough fuiuls for 
investment by the JV. 

Motorola's imolvemcnt with China 
merits .special attention. By 1995 it was 
China's largest loieign investor with an 
outlay of over I 1 billion, h.id a workforce 
ot 5,600, and an .iniiual turnover (ineliul- 
ing Hong Kong) ol .S 3.2 billion, or 12 per 
cent ofitsglobal sales In that year Motoiola 
set up its first otcrscas k and I) centre 
in collaboiaiion with Beijing's Q)ingliua 
University - the Chine.se equivalent of the 
Mas.saehusetts InsiituleofTeehnology. U.S, 
and akso one t'l the main theatres ol the 
Cultural kcvoltition, narrated [lassionately. 
yet iinpartialiy, by Hinton (1972). The 
company also stalled the Motoiola Uni 
versity in Beijing to train (.'hme.se proles- 
sionals. .Sub.sequently, Motorola esltib 
li.shed .seven more lesetirch laboraioiies 
cl.sewhere in Clnna. gave 2.000 .scholar¬ 
ships to Students in six iinivcisities. and 
donated .S X,.’0.000 to Chimrs much 
publicised Protect Hope (Cui 1998]. 

Not only in Cdtiiia. hut also in othei 
developingt otiniries like India, Malax sia. 
etc, the TNCs have set up K and D ceiiiies, 
which are welcomed in many circles foi 
two letcsons. I lie host countries, instead 
of being mete recipienf; of technologies 
from indusli'i.il countries, could now 
generate tcchnoli igies more suited to their 
own eondiiioiis. .Secondly, as the Woihl 
Investment K'-jtiiii /996claiiiied, the TNCs 
in this dccaile not only engage highly 
skilled engiiii.ei s.ind technologists in iheii 
research establishments, but recruit semor 
level {xrsonnol in developing countries as 
part of their woildwide inatiagciial cadie 
with .salaries comparable to tho.se in in¬ 
dustrial countries. As a result, the ‘braiii 
drain’ is reversed. 

Both these hyi’othctical benefits for 
developing countries are questionable. 
Regarding the U and D centres of the 
T\C' it is inteiesiing that the Japanese 
official (lolicy (at least up to the 1970s) 
discouraged them as foreign outposts, that 
in effect amounted to a form of brain dram, 
though not ‘physical’ in form (Ojinii 19721 
For, the knowliow generated with special 


tax incentives from the host country would 
remain the projxrity of the foreign com 
pany :md enhance its global prollts; in any 
ease it would prolong the technological 
superiority of the western TNCs. Even 
now one hardly hears of major k and 1) 
centres in Japan run by TNCs. 

The high salaries of TN(' cxi'cutives in 
de\ eloping countries, including the R and 
1) pci sound recruited locally, can retard 
domestic k and 1), whether in private 
firms or m government laboiatories. Only 
a stnall iiutnbcr of domc.stic firms, private 
and public, can oi ler .salaries comparable 
to those in TNCs. There is no w ay govei n • 
ment-futidedlaboratorieseaucom|X'te with 
the TNC. In an acquisitive society, to ii.se 
Tawiiey's apt expresMon. the best talents 
will continue t<< look lor ‘toieign’ assign¬ 
ments located in India oi .ibioad. and 
coniribule little to the dexelopmeiit ol 
indigenous lechnologieal capability In 
short, the phcnonieuon of biain diam will 
coiitinue, although ill a diffeient lomi.Tlie 
national e.xchequcr of developing conn 
tries will continue, to Imance the education 
ol scientists, eiigmecis and managers, but 
the industrial countries, including their 
I'NCs will leaj’ the fiuits thereof. 

It this inteipietatioii is even paitly coi 
led, thcie is no leason to be eesiatie about 
MotoiV'l.i's k aiul D ceiilies m China. 
I'heie is'aiiothei danger Like all othci 
countries, ('lima f.ices the budget crmicli, 
there are loo niany claimants compaied to 
the resi'Uiccs axailable. The budget allo¬ 
cation can be easily cut in the pieseme 
of the TNC like Motorola 

The telecom sectoi deseives a s|)ecial 
riieniioii lor its mamiiiolb si/e. growth 
potential, and the complex interplay bet¬ 
ween domestic and foieigii interests |see 
hltp://chinaeco.com; O'Neill 1999a; 
(.'lieihain 1999, Niiig |9qq) ’I'he mimbei 
of lived line ti-leplioiics installed lumped 
I'in million) lioin 16.2 in 1990 to 56.6 m 
1995 and 85 in 1998, and that of mobile 
phones Ironi I 6 in 1994 to 25 in 1998. 
Coiisideimg the population, however, the 
eoveiage is quite stnall .it b.ueis Id pei 
cent foi rural China, and the sector is 
poised hir an enormous e.vpansioii. 1 .'ntil 
a couple of years ago, China had |us| one 
service provider, China Telec.'in uiulct 
the ministry ol posts and lelecoinmuniea- 
tion (MPT) with .assets ol (i9(i billi.in yuan 
and a staff strength ol one iiiillioii in i995 
whenitliecame.iii ‘liideiiciufent’ SOfi.To 
stimulate I ompeiiiioii another SOE, (3iiiui 
Unieoiii. midi i the iiiinislry of eleetronics 
was established llhadonc million mobile 
phone siihsd ilvers, wliidi may be l.irge in 
absi'liile number, but relatively .m.ill with 
.1 5 per cent share of the muiket. 1. nlike 
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the older rival, which was highly profit¬ 
able with an income of $ 23 billion in 
1W8. Unicom lacked financial resources. 
It sought an ‘innovative’ way to expand 
through the China-Chira-forcign (CCF) 
formula In this scliomc, a foreign com¬ 
pany (A) with deep pockets sets up with 
a Chinose firm t B) a joint venture (C), and 
A injects capital into C. Next, C teams up 
with another (.’hinese firm (D) to form a 
new company (Li). Apparently, E has no 
foreign equity since C and D are both 
Chinese, but is really financed and con¬ 
trolled by A. ('hina Unicom entered into 
a complicated ‘licensing, leasing and 
conMiltancy' arrangement with 1'., bypass¬ 
ing the government’s ban on the entry of 
foreign service providers. Once the facts 
became known, the CX’E formula was 
widely criticise<>. the tw(> mini.stries were 
merged inio the mmi.stty of information 
industry beaded by U'u .liebuan ot the 
MKl'. Wu. b.i.'ked by the prime ininistei, 
is deternnned that China Telecom joins 
the ranks olToriune 5(Ki. anil would brook 
no luieign iival in (’hinese tenitory. This 
may shock the neolilK-rals, but l•rance, 
CJermany and Italy take a .similar view on 
lorcign competition and in the US any 
service pi\>vider with more than 10 per 
cent foreign equity requires special 
authoiisatiim. Returning to the CCF ven¬ 
tures on whiv-li foieigneis had already 
invested S 1.1 billion, the new ministry 
has pul the mailer on hold. As for the 
future nrojecis id' China Unicom, the 
government was considering two safe¬ 
guards. no c> im raci should exceed 1 5 years, 
and 00 per cent of the assets should go 
loCbina UniC' >in live years allcrthc pi'ojcct 
was commissioned jl'etrami 1SW8I. 

(.’ritics of ( lina Telecom accuse it of 
extracting nv iiojHily rent from the con¬ 
sumers. Long distance calls from China 
aie 4 f> times higher than the US rales. 
Inteinet luiTing for one hour a day costs 
.V)()-fit)0yu;„i per month when the average 
■salaiy is just 1 ,(HK) yuan. China Telecom 
retorts that current r.iies have to remain 
high, if leleconi facilities are to reach all 
parts of the vast couniiy. In oiher words, 
present consumers are bearing no more 
than the long-nin marginal costs. Even if 
this is true, it is difficult to defend the 
present degree of overstaffing; per thou¬ 
sand fixed linc.s, China emplovs 12 limes 
more than in France, Japan or Canada 
.ilthough the equipment is more or less 
siinihir. All this .should be familiar stuff 
for us in lndi;i. 

The overwlielining bulk of manufac¬ 
tured equipment used in the telecom .sec¬ 
tor has been either imported (even smug¬ 
gled in appreciiihlc quantities) or manu¬ 


factured by the JV. At the lower end, 
China produces as many as 100 million 
fixed-line telephone receivers of which 60 
mil lion arc exported annually; only a .small 
part is due to the local fabricators. Shan¬ 
ghai Bell, Alcatel’s JV, used to supply 
(until 1996 or 1997) over half the capacity 
of switching systems (main automatic 
exchanges) for the fixed-line phones with 
an annual sale of $ 1 billion. Currently, 
however, local producers account for over 
onc-half of the total, Alcatel's share has 
fallen to .35 per cent, and a price war 
between rival producers has started. 

In the manufacture of cordless phones, 
mobile phones, and switching sy.stem for 
mobile phones. China depends almost 
entirely on imports or on the JV with a 
high import content. .She adopted the 
European Cdobal System for Mobile 
Communication (OSM) standard and as 
a result Ericsson (with (lO per cent of the 
maiket), Nokia (15 percent) and Alcatel 
(12 per cent) dominate the scene. In the 
last couple of years some local firms have 
joined the race, and in 1999 a locally 
designed mobile handset was mai kcted at 
about half the price of foreign brands. A 
dome.stic switching system has also gone 
on trial but the foreign companies do not 
seem to he worried. In October 1998 the 
state council decided that the share of 
domestic equipment should be rai-vcil from 
the cunent 10 to 70 per cent by 2CH)3 for 
mobile switches; the corresponding jicr- 
centages were 15 and 50 in regard to 
components lor base stations, and 0.5 and 
30 for mobile handsets. Targets were also 
fixed on the local content of equipment 
manufactured by the JV. However, the 
targets may not be icached as China has 
decided in April 1999 to sign contracts 
worth $ 160 million with several Ameri¬ 
can films to adopt their Code Division 
Multiple Access (CDMA) system as part 
of China’s overall deal with the US to gain 
entry into the WTO. In the initial years 
the CDMA system has to be imported in 
uho licfore the Chinese can master the new 
technology. 

It thus apfiears that in the telecom sector 
China is repeating the earlier policies in 
respect of TV sets and personal comput¬ 
ers. Local consumption growth is encour¬ 
aged at a breakneck pace even with im¬ 
ported equipment and components. Will 
China succeed once again in developing 
local manufacturing and begin exporting 
telecom equipment in the not too distant 
future'.' 

An interesting example is Huawei Tech¬ 
nologies, Shenzhen, ranked tenth in 
China’s electronics indu.stry in 1998, In 
digital switching systems it captured in 30 


per cent of the domestic market with 6.88 
million lines of switching equipment; each 
exchange can handle capacities up to 
4,00,000 lines and 1,00,0()0 digital trunk 
lines, and is able to satisfy any switching 
capacity and configuration requirements. 
The company also sold access network 
equipment up to 3.52 million lines (70 per 
cent), 6,689 sets of transmission system 
(20 per cent), 6,200 message channels of 
wireless local loops (70 per cent), power 
supply equipment worth IJS $ 118 million 
(28.6 per cent), and 53 sets of power 
environment monitoring systems (69 per 
cent), the percentages in parentheses 
representing domestic market .shares for 
different product groups. Huawei has 
marketing and other .service offices in a 
dozen countries, including the US, Russia 
and Brazil. With u staff strength of 11 ,()(X) 
of whom 85 |x;r cent hold graduate or 
higherdcgrec.s, Huawei spent in 1998$ 110 
million, or 10 cent of its annual rev¬ 
enues on R and D; it will rise to $ 200 
million in 1999. The firm has also set up 
an R and D laboratory in Silicon Vallcy,- 
California. lokeep abreast of international 
standards. Till 1998 it had applied to the 
authorities for 128 patents and 201 trade¬ 
marks, won 33 patents and registered 66 
trademarks (China Daily, Supplement in 
Domestic. Industries, downloaded on 
September 8, 1999). 

IV 

Stock of Inward FUI 

China’s balance of payments statistics 
in BOP (1998) depart considerably from 
those of other countries and de.scrve spe¬ 
cial scrutiny. From 1990 to 1996, for 
instance, FDI inflows con.sistcdc,\clusively 
of equity capital, the cumulative total being 
$ 156.3 billion, and two other usual com¬ 
ponents of direct investment, namely ‘re¬ 
invested earnings’ and ‘othcrcapitaT, were 
absent. In 1997, however, out of a total 
inflow in $ 44.2 billion, equity inflow 
stood at 30.8, reinvested earnings at 10.6 
or nearly a quarter, and other capital at 2.9 
or 7 per cent. Since regulations on inwatd 
FDI did not change drastically in 1997, 
it is hard to put faith in the time scries, 
it is quite likely (hat reinvestments were 
taking place on a significant .scale in earlier 
years as well, but were not classified as 
such in the official data. If one extra¬ 
polates backwards the 25 per cent share 
of reinvested earnings, then the official 
time series on new FDI has to be scaled 
down accordingly; besides, the current 
account outflows of notional dividends on 
such reinvested earnings have to be taken 
into account. As a result, the net inilow 
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of foreign exchange due to FDI has to be 
reduced as well. 

Further, the annual income outflows were 
modest in relation to the stock. Against 
the cumulative inflow of $ 62 billion in 
1979-93, the income paid out in 1994 was 
just $ 400 millions. One year later the 
stock rose to $ 95.8 billion, while the 
outflow jumped to $ 10 billion, implying 
for this year a rate of return of 10.4 per 
cent. By the end of 1996 the stock .soured 
to $ 205.6 billion, and income outflow in 
1997 to $ 15.3 billion, or a rale of return 
of less than 7.5 percent. The rates of return 
appear to be Ux) low to attract such large 
amounts of foreign capital in low technol¬ 
ogy labour-intensive export .sectors. If one 
looks at outward PDl by the US during 
1995-97, income receipts averaged 12 per 
cent of the .sUx;k of FDI at historical cost 
(SiirvfY of Current Business, Match 1999, 
Table Cj2). It would then seem that either 
China’s FDI slock was exaggerated, or 
there were other, non-transparent sources 
of income for foreign investors. In fact, 
both arc true, as I shall argue later. 

Yet the Chinese official data are most 
widely cited It is often slated that the 
inflows during 1994-98 represented about 
one-seventh of the nation's llxcd invest¬ 
ments (The lieunomist, June 19, 1999, 
p79). Similarly, the World Investment 
Report IW8 (p 204) gave the annual 
percentage shares of the inllow in gross 
domestic investment from 1991 to 1997, 
the simple average being about one-sixth; 
and the ratio of the cumulative stock of 
FDI at end-1996 to that year’s GDP was 
almost onc-fotirth. The Beijing Review 
(December 14,1998) put the stock at $ 257 
billion at the end of October 1998. 

lx:t me now compare the stock figures 
with other pieces of official data. For 
‘registered enterprises with foreign capi¬ 
tal’, the end-1955 figures in $ billion were 
639 for ’total investment’, and 399.1 for 
‘registered capital’; in the latter foreign 
partners’ capital was 256.9. Data on all 
these items were ‘collected on the basis 
of the registration on opening business, 
changes and cancellation’ [SYC 1996: 
578-79). This last figure is f^ar in excess 
of the cumulative inflows of actual FDI 
up to the end of 1995 of $ 131.7 billion. 
However, at end-1991 the foreign share 
in registered capital stwxl at $ 25.8 billion, 
which is quite close to the cumulative 
stiKk of actual FDI of $ 23.3 billion. Why 
did these diverge so much in later years? 
Tlierc is a possibility that the registered 
capital refers, not to the actually uiili.scd, 
but to approved 1T)I. 

Consider next the FIE in industry at end- 
1995. In billion yuan, their ‘capital funds’ 


were 449.4, the ‘owners' property rights 
and interests’ (defined as ‘total property 
less total liability’) stood at 544.1, and the 
‘original value of fixed assets' amounted 
to 705.4 [SYC 1996:409 and 424-27j. The 
first two terms are not defined in a satis¬ 
factory manner, but the last appears to 
be quite clear. Now, the .second term may 
be close to the western concept of ‘net 
worth’, and should include both equity 
capital and undistributed profits unless 
these are eroded by losses. Hence, assum¬ 
ing away sustained losses, ‘capital funds’ 
as well iLs ‘total pmperty’ should at least 
exceed the e(|uiiy capital invested. Of 
course, the foreigners contributed only a 
part; 1 a.s.sume that this ratio was the .same 
as in registered e:ipiial, or 64 per cent of 
the total. Hence ihe foreigners’ shares, in 
billion yuan, were 289.2 in capital funds, 
350.2 in net property rights, and 470.3 in 
fixed assets, in all industrial FIE at end- 
1995. The last refers, it is woiih under 
lining, to the original value, which musi 
have depreciated considerably over the 
years. 

On the other hand, as noted already, the 
actual intlows of FDI, consisting of equity 
alone, in all seciois cumulated to $ 131.7 
billion at end-1995; multiplied by the 
average yuan/dollar exchange rate pre¬ 
vailing in the \e:ir of inflow, the cumu¬ 
lative stock comes to 895.1 billion yuan. 
Now the shaie of industry in actually 
utilised F'Dl is not available for earlier 
years. Howercr. for approved FDI the 
share stood at 68.7 per cent of the total 
of $ 41.6 billion during 1979-90 |Chcn, 
Cheng and Zhang 1995:699J. and at 67.4 
jicr cent of the 1995 total of $ 91.3 billion 
jSYC I996J. Applying this ipproxiiiiately 
two-thirds ratio for actual FDI, foreign 
equity stock in industry should have been 
596.8 billion yuan at end-1995. This is far 
in excess of capital funds, net properly 
rights or fixed assets attributable to for¬ 
eign investors. 

From all these I conclude that although 
China officially classifies actual FDI as 
equity capita! iiil low, that is not the reality. 
The cumulative inflows grossly overstate 
China’s liabiliiy to foreigners or the ‘real 
value’ of foreigners’ net property right, 
at a point of lime. 

V 

Outward FDI 

If China’s balance of payments statistics 
in BOP (1998) apparently overstated the 
stock of inward FDI, outward )T)I was 
understated by a much bigger margin. The 
cumulative total during 1990 to 1996 was 
$ 16.3 billion, consisting exclusively of 
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equity capital. In 1997 outward FDI was 
$ 2.6 billion of which ‘other capital’ con¬ 
tributed a negligible $ 10 million, the rest 
Ircing equity outflow. If these are correct, 
the corresponding inflows of income were 
quite insignificant, in $ million these were 
rcspcctisely 1,7 and W) in the years 1995 
10 1997. Obviously, the Chinese firms 
investing abroad diil not want to bring 
back iiiveslmenl income. Ax China has no 
dearth of domestic savings, it was emi¬ 
nently sensible for the firms to plough 
hack profits and acquire more assets 
abroad. Il is intere.sting that the average 
rate of return on inward FDI in the US was 
as low as 5.8 [Terccnl in 1995-97 (.S'/rnw 
oj Current Business, March 1999, 
Table G4), or about one-half of that on U.S 
in vestments abroad. There has been a 
strong move on the part of Europeans in 
particular to invest in the US to exploit 
the American maiket and have access to 
new technologies. Hence repatriation of 
dividends, etc, took a backseat. Foi the 
same reason low receipts of income from 
China’s outward F'Dl is not surprising. 

Since Ihe 198t)s it has been common 
knowledge that China was fast acquiring 
assets abroad. Earlier, I brielly surnmari.sed 
.sonic of ihe available estimates IChandra 
1995). Accoiding lo Chen (1994), then 
chief eco'’omist at the .Nomuia Research 
Institute. China's FDI in Hong Kong 
totalled .S 10 billion in 1991 aiul rose to 
$ 20 billion by the end of 1993. in a 
Rentes report, F. Chen of Hong Kong 
University estimated China's inveslments 
in Hong Kong lo be roughly equal lo that 
of Hong Kong in China; or, China’s 
outward F'Dl was about two-thirds ot the 
FDI inflows into China (The Economie 
Times, October 10, 1994. p 2). Without 
commenting on these estimates, I noted 
how Deng Xiaojiing had encouraged Ihe 
foimalioii and development of t.’hina’s 
biggest ovcrsea.s firm, (TTIC, uiidei the 
stewardship of Rung \ iren who eventu¬ 
ally became the country’s vice-president. 
CITICrs assets exceeded $ 10 b'llion in 
1993. There were at least three other major 
ventures, including some controllcil by 
the People’s Liberation Army. 

In a paper writieii for the OIX'D, .Sung 
(1996) gave an authoritative account of 
China’s investments ill 111 ing Kong, under¬ 
lining the conjccliiral nature of any at¬ 
tempt at quanlillcalioii. tiis main points 
deserveatieiition (1 )Vlao’sChmaulilised 
Hong Kong fot conducting trade with th<- 
capitalist countries and had set up sevei.il 
firms ill the British colony to facilitate 
such trade. These were engaged in fiiiiince, 
trade, iransportation including shipping, 
and travel for Hong Kong citi/eiis visiting 



friends and relatives in rhe ntairilund. In 
inanufacturinp, China'.-, investment (at 
<)rii.Mnal cost) totalled $ 311 million in 
IM70; in the next nine years 30 eompanics 
were ereated with .small investments. One 
reli.thle estimate o( the ‘net worth' of 
Chinese firms at end-1080, i e, at the onset 
of the Deng era, was $ 2 billiun, wliieh 
could siipi>ort total assets of $ 6.6 billion 
(?) Sung disputed the widely published 
figuie of 30 billion as China’s f-'DI in 
Hong Kong at eiul-1002; in his ‘eonser 
valive’ estimate that level was rciichetl 
two yeais later, or at end-1004. (3) Uniler- 
iinoicing off'hina'sexpoii to Hong Kong, 
totalling S 10.23 billion during 1080-02. 
was an iinportaiit source of C^iinese 11)1 
ill the teriitory. Till 108.8 the sums were 
neghgible: fiom 1003 leclassificalion ol 
Chine.se eiisionii data m.-ikes it impossible 
to estimate the esteiit of under invoicing. 
(4) In China-owned fnms mainland eiti- 
7 ens held the top jiosilions, and Iheit 
activities weie iheinelieally controlled 
by the Hong Kong and Macao Working 
Coiiumitee ol the Chinese Coinmunisi 
I'.iriy. Hut the committee i mild tun super¬ 
vise the ‘princeling' ct'inpaiues (headed by 
the piogcmesol China's national leaders), 
or fii nis pi-omoted by the People's l.ibera 
tion Army tPLAi, and by the provincial 
and local go\ernnienls. The last group 
containeil linns with vey large a.ssets at 
end-IO'i t-.tliusilieCniangdoiig I'.ntcrprises 
(iri'iip had UK S 30 billion, the Ytie Xiii 
(Iroiij) of Ciiiaiig./hou municipal govern¬ 
ment llK.$.‘ibil(i>)n.etc,i.‘itThc ‘window’ 
companies of local govemments, .set up 
without .in\ loruial aulhorisiitioii from 
Heijing,, were numerous: their lotal num¬ 
ber was put at 13,300 .1 a) Many ol these 
were cng;igetl in c.xport/import It.tile for 
their mainland affiliates or promoters. 
M.ireover. these firms helped mobilise 
capital, in the fonn of 1-DI or commercial 
loans, loi 'he mainlaiiil. (b) Hong Kong 
tiading f'liiis olten acted as brokers in 
China’s li.idcwitluhifdcuiinti'ics.atnoimt- 
itig to 7 per cent ol all such trade; in these 
cases the goods did not even pass through 
Hong Kong. t7) The Chinese ha.l also 
hoped that their overseas ventures wivuld 
provide market informatiivn for. and ar 
r;mge technology transfer' to. mainlaiul 
funis. This objective was barely realised. 
However, there wore iiuitc a few Chinese- 
owneil firms in Hong Kong’s iii;iniifactur- 
iim sector, including two in the relatively 
hi lech aie.i of electronic circuits. 

.Sung’s overall estimate of China’s 
outward I’Dl in Ih-m! Kong, including the 
window companies, w as as high as .$ 30 
billion at end-lW4. \lthough official 
figuivs put Hong Kong’s investment in 


China on that date at $ 60 billion, the ‘true’ 
value, after eliminating the overvaluation 
of imported machinery, was ju.st about 
one half, or .“ti 30 billion, Sung’s conclu¬ 
sion corroborates that of E CIteti cited 
earlier. 

fn .April 19W, Sour/i China Morning 
/'o.v /(.SCMP) ciuried four reports that throw 
considerable light on the subject. Wong 
(IW)) ((uoted extensively An Jitao, vice- 
chairman and chief executive of Hung 
Kong Chinese fiiilerprises .Association, 
which was lorined in 1991 toco-ordinate 
and streiigihen the itreal affiliates of the 
Cliinese SOI-!. The association has as many 
as 1.100-nembei's. including 41 ‘H-shaie’ 
comp.iiiies (the mainland-owned firms 
listed on the I long Kong Stock li.xchange), 
and 72 ‘mainland-related’ firms listed on 
the same stock exchange. 1 'herc are also 
7()i) ('hine.se affiliates in Hong Kong that 
do not belong to the association. Accord 
ing to An Jitao, total mainland investment 
in .SAR amounted to LIS $ 40 billion, 
second only to that from TSrilain: their 
aceumul.itcd assets stood at I IK S 1.600 
billion (presiiiiiahly in 1998), or over US 
.S 200 billion, riie firms operate in a wide 
array of sectors like m.anufacluring, con¬ 
struction, ti'adc. finance, tourism, adver- 
tisingand pro|)eiiy management. By 1996, 
10 mainland firms had assets exceeding 
HK$ 10billioiteach.(U.S$ 1 = HK'il7 8 
appi'o.xiinaielv) 

Olficially, iheC 'hitiese SOF. had as many 
.IS . 8 , 6(16 at filiates abroad at the end of 
l^jys w iih a combined FDl of L'S $ 6 33 
billion, us O'Neill (1999b) reported. But 
the actual outllow was much greater, and 
the firms are located primarily in Hong 
Kong, but also in North America, 
Singapore, l-iirope and Australia. The 
I long Kong i!.-i>ariinenl of industry put 
Chinese l■T)l in the SAR at HK .$ 444 
billion in the iiKiiiiiraetui'ing sector, and 
another HK $ 18. ^ billion in other sectors. 

GalUnvav (19'>'»a.b) reckoned that the 
‘net worth’ of Chinese affiliates abroad 
‘can be measured in liundrcds of billions 
of dollars’, many of which came to seek 
sources of raw nialerials in foreign lands. 
Despite her rich endo-wmcnt, (?hina’s pace 
v>f dcvelopmeiii has been .so rapid that she 
liasalieady a 28 percentdcficit (irirclation 
to iloiucsiie demand) in iron ore. She 
bouglu the !hougimg iron mines in Peru 
and has so fiii brought over 25 million 
tonnes (worth $ .500 million) since 1993. 
Aiiung o(her ventures are a .$ 70 million 
chromium mine in South Africa, and an 
aluminium smelter in Australia. In timber, 
Chinn's expected demand in 1999 is 119 
million cubic metres, while domestic 
supply is only 63 million cubic metres; ,so 


.she acquired a stake in a Canadian pulp 
mill, and forestry concessions in Laos and 
Indonesia, beside owning forestry holding 
companies in Australia and New Zealand. 

Major investments in crude oil and 
pipeline construction ore dc.scril}ed at some 
length by Rashid and Sayw'cll (1998). 
Late in 1997 China received the first two 
consignments of 1,700 and 60,0(X) tonnes 
of crude oil from Kazakhstan and Peru 
respectively. From May 1997 to February 
1998, China pledged $ 8 billion for oil 
concessions in .Sudan, Venezuala. Iraq 
and Kazakhstan, and another $ 12.5 bil¬ 
lion to lay pipelines from central Asia and 
Russia to C’liina. In the n-egotiaiions she 
outbid the rivals by a big margin, f-or 60 
jK-rcent of the Uzen oilfield, Kazakhstan’s 
.second largest, China paid 30 per cent 
more than the next bidder; and for Ven- 
c/.uela the gap w-as 100 per cent. 
China’s tally till ca''Iy 1998 was: 

- 1993: buys the Taiara bliK'k in Peru. 

- 1997: signs a JV with Italy’s Agip to 
develop oil fields in central Asia and 
Africa. 

- May 1997: buys 4(1 per cent of the 
Hcglig oilfield in Sudan for $ I billion, 
with unknown reserves. 

- June 1997: buys the ('aracole bl(x:k in 
Venezuela for $ 240 million, and the 
Intcicainpe Noiic block for .S 118 
million, with combined re.servcs ot 100 
million tonnes. 

- June 1997: buys .50 per cent of the A1 
.Alldab field in !ra<| for $ 1.2 billion, 
with reserves of 140 million tonnes, 

■ June 1997; buys 60 per cent of .-Nktyii 
binskmunai Production Association. 
Kazakhstan, for .$ 4.3 billion, with re¬ 
serves of 140 million tonnes. 

- August 1997: buys 61) per cent of the 
U/en field, Kaz.akhsian, for $ 1.3 bil¬ 
lion, with reserves of 2(X) million lonnes. 

- June 1997: signs a JV with Imlia's Oil 
ami Natural (Jas Corporation (ONCiC) 
to explore oil in western Kazakhstan 
where ONGC has a eonccssioir. 

In addition, China was negriiiuting in 
early 1998 foroil coiicc.ssions with Brshkir 
Autonomous Republic, Russia. Finally, it 
is worth noting that China’s oil import 
shot up from 3 to 22.6 million tons in 
1994-96, and is expected at 50 million 
tonnes in 2(KK); further, 60 per cent of her 
requirement in natural gas would have to 
be met through import. 

Xiangwei (1999) ob,servcd that the fig¬ 
ure of 2000 Chinese SOF, affiliates in 
Hong Kong is at best ‘preliminary’. The 
actual number may be higher as many 
mainland cities and towns, especially in 
coastal .areas, evaded government approval 
:ind set up base.s in SAR through unofilcial 


3202 


lieononiie and I'olilical Weekly November 6, 1999 



channels. The Chinese official media 
reported that Guangdong province alone 
has over 400 affiliates in Hong Kong. 

During the boom of the first half of 
1997, when the ‘red-chip mania’ (i c, the 
top-notch ‘red’ companies with Il-shares) 
was at its height, many city- and province- 
owned mainland firms diverted a part of 
their wage bill and working capital to ‘stir 
fry ’ in the Hong Kong stcK'k mariiet. Beijing 
has long been unhappy about it, but re¬ 
frained from intervention that might se¬ 
verely depress the share market. Never¬ 
theless, the bubble burst, and many SOEs 
suffered losses. Mo.st striking was the 
eventual lirjuidation of Guangdong Inter¬ 
national Trust and Investment Corp 
(GITIC), a leading rcd-chip company. 

Rcccntly,7'/ieiVoM«/H/.vf(Junc 19,1999, 
pp 79-80) made a guesstimate: 'much - 
maybe more than one-half - ol what is 
counted as “foreign investment'' is actu¬ 
ally domestic capital, recycled through 
Hong Kong’. In that ca,se the slock of 
China-owned assets in Hong Kong and 
elsewhere may not lag far behind the slock 
of inward FDl in China. 

Zhang and Buicke ( 199()) have e.xplored 
the characteristics of Chinese firms in¬ 
vesting abroad. They found four main 
types, (a) The foreign trade coiporations 
(FTC)underthc Ministry of Foieign Trade 
and Economic Co-operation (MOlTliC) 
which were earlier ciinfined to expirrt of 
domestic mateiials and import of foicign 
goods, gradually went alter 1978 into 
domestic as well as foreign manufactur¬ 
ing. (b) The government set up foreign 
business oriented companies or congU'- 
mcrates (FBOC) for investment abroad, 
e g, CITIC owned by the centre, and Yue 
Xia Enterprise underlhe Guangdong prov¬ 
ince (c) .Some large industrial firms and 
those in hi-tech areas, designed us 'show¬ 
cases’ under the reforms, were encour¬ 
aged to invest abroad, e g, Shougang 
Corporation. ,d) Some small and medium 
firms, many from among the TVE, were 
also allowed to establish foreign ventures. 
In a survey of 16 China-owned TNCs 
during August-Novcnibcr 1993. the au¬ 
thors found that all four types were active 
in 1992. but the bulk of them were large 
in si 2 c. Further, out of the 16. as many 
as 13.parent firms in the mainland had JV 
with foreign companies, 11 had licensing 
agreements, eight had technology agree¬ 
ments and were engaged in sub-contract¬ 
ing, while four were in hi-tech areas and 
were already competing in exports markets. 

The same survey covered 31 foreign 
subsidiaries of the China-owned firms. 
Their average employee strength was 277 
(onc-quarterbeing exputriutesfrom China), 


the pmjcct cost was $ 26 million, the 
Chinese equity share was 59 per cent, the 
export to sales ratio was close to 70 per 
cent, and the local content of all inputs 
was 43 per cent. Next, in 15 out of 25 
subsidiaries that responded to this ques¬ 
tion, technology and equipmeni came from 
the parent firm in China. Further, over 
one-half of the foreign sales of the sub¬ 
sidiaries were realised ihniugh the parent 
companies. Moreover, leaving aside those 
in Hong Kong and Macao, as many as 70 
percent of the Chinese subsidiaries abroad 
wea‘ located in industrial countries, and 
only 30 per cent in the developing coun¬ 
tries. Next, while the .small and medium 
Chinese firms set up green field site.s 
abroad, the bigger ones |ircferrcd the 
acquisition or merger route to access new 
technologies and raw material soumes. 

l.ing (19961 lociiscd on the Hong Kong 
subsidiaries of Chinese firms, and their 
reverse invcstineiii in (’hina. The subsi¬ 
diaries play the ‘du.il card’, projecting them¬ 
selves as 'foreign' to obtain privileges in 
China not avail.ible to dome.stic fit ms. ami 
as ‘domestic’ vis-a-vis the ‘foreign’ in¬ 
vestors and obtain further conccssioti. As 
domestic partners fi'r the JV, they prefer 
most of all the .SOE, then the TVE, and 
last of till jrnvate firm.s. However, such 
firms do not liave a strong technology 
base, and arc better at product and tntirket 
developniciit only. 

But the scenario is changing. As will be 
shown later, the Chinese have been cx- 
poiting an increasing variety of manu¬ 
factured goods that are not Itibour-inten¬ 
sive. Having established for thein.selvcs a 
secure position in the home market, the 
firms ventun-d first into the ‘soft’ markets 
of south east Asia where Hong Kottg con¬ 
nections played a crucial role. The more 
successful ones then moved on to tougher 
markets in Iuiio|te and North America. 
Thus Haier. a leading SOE in iiircondi- 
tioners and refrigerators, has started since 
1997 selling in the US under its own brand 
name. It is confident about the future .'ind 
isbuildingaplant inSouthCarolina. Being 
an SOE, I laier has easier access to fittance 
than its dome.stic rival, Kelon, which also 
has world class technology, but sells in the 
US as ‘original equipment manufacturer’ 
(OEM) for lorctgn brand owners (Tlw 
Erononii\i, .August 28, 1998). In Indiii, 
too, Haier has entcrccl, and Konka has 
started manufacturing colour TV sets 
(.Business Shwilard. Scpicmher 12,1999). 
How long and well these foreign ventures 
will .survive in a highly competitive market 
cannot be predicted. The Economist re¬ 
minded its readers of Acer, the Taiwanese 
producer of PCs, which had to withdraw 


from the US retail market earlier, this after 
having spent over $ I billion on brand 
pmtiiotion. Besides. theChinese PC-nuiker 
(.egend may Ik' dominant within the coun¬ 
try, but the brand is virtually unknown 
outside the country. 

VI 

Capilul Flight’? 

Capital night from a country is, by 
common consent, in jurious to its economic 
health. When the British finance ininisier 
in the tnid-l96()s accused the ‘gnomes of 
Zurich’ of engineering the Hight of capital 
and endangering the country’s biilance of 
payments, he was woiricd that Labour’s 
Keynesian socialist policies of vigorous 
economic growth with an e(|uitable in¬ 
come distribution might be shelved. In¬ 
deed, the British pound was eventually 
devalued, and the government failed to 
ste.m the.tideofile industi ialis ition. Nearly 
two decades later, when socialists came 
to power in |■•'rallcc, the same scene was 
enacted. They sought to revive ailing 
iniliistries, cr.'ate new ones, and redistri¬ 
bute iiKome and wealth by nationalising 
big industrial groups. But private cajiital 
lied l•l:lncc, ami president Mitterrand was 
obligeil to return to orthodox neoliberal 
policies.' 

In the very diffeient Latin American 
context since the 197l)s, after the strict 
exchange control regime became eilhei 
leaky or libcnilised, vast quantities of 
capital lied to Noith America or Euro|v 
that was not much less than the rate of 
accretion of e.sternal debt ciintractcd by 
the ambitious governments. Once ihe debt 
crisis erupted in the caily l9S()s, the 
continent was obligedtoabandon its import 
.substitution strategy of industrialisation 
that had ushered in an era of high GDP 
growth, b'or the next decade or more, the.se 
countries cxiicrienced stagnant income, 
rising unemployment, and an increasingly 
regressive distribution of income and 
wealth. In the present decade ihe most 
prominent case of pauperisation through 
capital flight among seveial facioi s, is that 
of Russia with a 50 per ccni fall in (iDP. 

Capital llight is thus essentially a dis¬ 
tress signal of the looming c.xiernal pay 
ments crisis, the coimtiy is obliged to 
endure slow for negative) growth in in¬ 
come, and change the lundanientals of the 
economic policy jnirsueJ so far. Does 
China in the I990.s fit the bill? Either 
China’s grov. th statistics are all fudged or 
else the concept and measures of capital 
flight are inappropriate for China. 

While there have been some reserva¬ 
tions about China’s GDP time scries, the.se 
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v^ould at most reduce the olficial growth 
rate of the (jDI‘ by a couple of percentage 
points. On the other hand, an IMF study 
(cited in Xiangwei 19991 even points to 
the pos.sihility of undcre.slimation of 
growth in the private sector, especially in 
respect of individual entcrjrriscs. Indeed, 
private enleqiriscs are likely to understate 
income anil output in their submission to 
the fiscal authorities to minimise their tax 
burdei!. The statistical agencies in any 
country, not to speak ol China, are ill 
equipfictl it> ctipture the dimensions of the 
'shadow' or ‘black’ econotny. 

li ( Inna has been growing at a fust pace, 
how could there he capital flight of the 
Hitler that .Sicular (199S) suggested, ba.scd 
on Gunther (I99f))'.> There itre tilso proh- 
lems with the measures of capital iltght. 
Let me lake first the under-invoicing of 
exports. From the official data one liiuls 
two main types of aeltii's, munely, the SOF, 
and FIF. ()nl> in early 1999 were private 
linns enabled in a limited way to engage 
ill foreign traile. If the .SOF aceumulate 
funds m Hong Kong oi elsew here, and use 
them productively to .set up or exfiand 
affiliates that are pro|ieiiy managed, the 
overall financial position of the mtithcr 
SOI' (or the grandmother Beijing ministry 
or local government) is strengthened. As 
sluAvn aheady. the foreign ttssets of the 
C’hiiie.sc.St)i'.are very snbstanlial. No such 
liaint can be matle tor capital that fled and 
etMUiiuies til lice, I.atin Ameriea and 
Russia. 

One must put ;ii a caveat. There is 
massive corruption in post-Mao China. It 
IS generally believed that some .SOli funds 
parked in I long Kong were used lorspecu 
laiion m the Hong Kong Stock Fxchunge. 
There are leports, too. ol individual poli¬ 
ticians and SOF officials amassing large 
forniiies abroad. Nevertheless, under 
China's customs regulation, all export and 
import co-iMgimients arc veiled, not only 
by the ciisioins nuihoiitics. but also b\ 
some mimstrs oi indusliiul bureau in 
government, (.ciitr.il or local. Hence any 
'misinvoiemg' mn.si have the concuiTcnce 
of the two sets of authorities, which should 
teduec, tboiigb not eliminate, the scope for 
fraud by individuals. 

i'he other mtiin actor on die export .scene 
IS the giuup of FIE. Under invoicing in 
such cases should lead to highei profits 
iieing accumulated uhroad rather than m 
China. .Since China pul.s many restrieiions 
on toieign capital, and has strict exchange 
eoniro). not only on capital account hut 
also on the lepaiiiation of dividends and 
royalties, an Ml-, will tend to undcr- 
invoiee as much .is the authorities would 
permit. .Now most uf FII-; exports are in 


the category of processing and assembly. 
Clearly, these firms mu.st be allowed to 
misinvoicc, or the ownere of foreign capital 
will cam no profits at all on their activities 
inChina. Henccapartof misinvoicingcan 
be construed as 'legitimate’ business 
profits rather than capital flight. Further, 
a very large pro(x>n ion of exports consists 
of consumer goods I ike textiles, garments, 
electronic products, etc, for w'hich mar¬ 
keting outhiys and working capital costs 
in the dc.stinntioii countries must take up 
u si/ciiblc fraction of the final selling price. 
Moreover, some Chinese exports like 
textiles and garments would encounter 
(juota restrictions in Europe and the US 
unless they carried a ‘Made in Hong Kong' 
label. Hence the Hong Kong intermedi¬ 
aries eairy out a minimum of operations 
within the territory. It follows that the 
differeiicc.s between the border price,s of 
China. Hong Kong and the U.S do not 
necessarily rcfieel a siphoning off of funds 
that i-oulil accrue to Chinn under a less 
conupt regime. 

In Gunther's estimates of capital flight, 
the most sensational is that obtained by 
the ‘residual method’ with a ‘high adjust- 
tnenf factor; it is this lime scries that 
Sicular (199K) opts for in his analysis. 
Now, the dominant component of the ‘high 
iidjuslinent’ scries is the gap between trade 
flows, especially exports, between China, 
excluding Hong Kong, and the rest of the 
world. In the ‘low adjustment' scries, the 
gap peritiins to the trade flows of China, 
including I long Kong, and the rest of the 
world. 'I'he aiiniiai average capital flight 
by (he 'residual nietlKKl’ in $ billion during 
1992-94, the last three years of Gunther’s 
series, were: 'unadjusted' 23.4, ‘adjusted 
low’ 14, and ‘adjusted high' 61.8. The 
other ‘balance of payments’ mcthodyields 
for the same yeais .in average in $ billion 
of 14.9 foi ‘umuljustcd’, 5.3 for ‘adjusted 
low’, and 52 loi ‘adjusted high'. 

Estiniiiics ba.scd on ‘high adjustment' 
are imienuble heeausc the vital role of 


Hong Kong in China's trade with the west 
ever since the PRC was bom is ignored. 
It is also reflected in the continuing dis¬ 
pute, since the early 1990.S, between China 
and the US over- the size of the former’s 
trade surplus. The US put the trade deficit 
with China at $5.9 billion in August 1998, 
and their projection for the whole year w'as 
$ 60 billion, surpassing their deficit with 
Japan. American businessmen not only 
complained about dumping, cspcxiially of 
steel, but also worried about China’s foray 
into higher value-added goods like 
poweriools and computers in competition 
with US industries. This was tempered by 
the realisation that China is the fastest 
growing market for US exports and has 
lowered her import duties from 30 percent 
in 1990 to 16 jxjr cent by 1998; bc.sides, 
many Chinese exports came from facto¬ 
ries funded by capital from Hong Kong, 
I'aiwaii. the US or elsewhere. In 1998 
China also offered higher rebates on value- 
added tax on exports by over 33 pei cent 
in order to boost her sagging exports in 
the midst of the Asian cri.si.s and wide¬ 
spread devaluation in the region [Crispin 
1998]. On the other hand, China claims 
total ex|x>rts to the U.S of 37.98, imports 
of 16.96 and a trade surplus of 21.02, all 
ill $ billion. Further, no other mtijor trade 
partner of China has made .serious (om- 
plaitits about her trade statistics. 

In refuting the US allegation, Changjiu 
(1999) underlined tw'o main features ol 
the recent trade Hows between the two 
countries. First, much of China's export 
is of an entrepot nature with Hong Kong 
playing a vital lole. Secondly, a great deal 
of F'DI that came into China was (ly way 
of icloeation ol production by firms fror.. 
I long Kong. Taiwan, South Korea, etc. As 
a rc.'Jull, the US trade balance with cast 
Asia as a whole, i e, China and these 
eountrics, did not widen. A particular ease 
IS (hat of Barbie dolls enjoying brisk sales 
in the US at a retail price of $ 10 each, 
w'hilc the import price was only $ 2, and 
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China received just $ 0.35 on a net ba.sis 
after deducting costs of imported raw 
materials and transpoit. Of Nike shoes 
fabricated in China and sold to in the US, 
the lion’s share of the revenue goes to the 
American company, though it swells 
China’s trade surplus with the US. Fabre 
(1996) had also noted that a part of the 
trade surplus earlier enjoyed by Japan, 
Korea and Taiwan against the US or 
Europe, ’moved’ to China in recent years. 

From DOTS (1998) one finds that the 
Chinese data indicated a trade surplus vis- 
a-vis the US of $ 16.5 billion in 1997, 
while the US data put it at $ 53 billion. 
US claimed an import of $ 65.8 billion 
Irom China in that year, while the Chinese 
recorded an export of only .$ 32.7 billion 
to the US. This discrepancy is virtually 
eliminated if one considers together China 
and I long Kong. Their combinect exijort 
to the US amounted to $ 73.7 billion, 
against US iinports from them of ,$ 76.5 
billion. The same is true, not just for 1997, 
but for 1991-97, as shown in Table 4. 

The combined export ofChina and Hong 
Kong lothe I IS over the seven years totalled 
$ '^7(1.9 billion, again.st U.S imports of 
S 360.9 billion, leaving just $ 10 billion 
as the gap between the three ilata sources. 
This is insignificant, coiisidering 'hat 
exports arc lob. and imports are cif Clearly, 
a vciy large part of the re-export of Chimi- 
madi goods from Hong Kong arc classi¬ 
fied by the U.S authorities as originating 
from China. While Hong Kong shows 
exports of$ 234 billion to the US, the latter 
indicates imports of only $ 72 billion from 
Hong Kong. Furthermore. Chinaclaims to 
have imported 25 per cent more than the 
rcpoHed US export to China in the years 
1991 • 97. It is tiiosi uni i kcly that the Chinese 
importers over-invoiced. Onee again the 
discrepancy is due to the differences in 
practice between the customs authorities 
of the two countries. As between Hong 
Kong and the US, the latter's export over 
the period is close to U.S import. Since 
Hong Kong was a Uritish colony till mid- 
1997 there is no rca.son to believe that the 
Chinese doctored the Hong Kong data 
over these years. 

It is now evident that Gunther's 'high 
adjusted' estimates of capital flight from 
China is a reflection ol the questionable 
practice of the US authorities. However. 
Gunther's ‘low adjusted' estimates take 
care of the special role of Hong Kong. 
Sicular did not elaborate his reasons fur 
discarding it in favour of the former. 

There is. however, a huge discrepancy 
between Chinese and Hong Kong sources 
on the trade flows between them. In 1997 
China exported (in $ billion) 43.8. but 


Hong Kong imported as much as 78.6; 
similarly, China imported Just 7, while 
Hong Kong exported 65.6. Overall trade 
flows between them, according to Hong 
Kong figures, exceeded those obtained 
farm China by a staggering $ 441 billion 
during 1991-97; the gap is as high as $ 85 
billion per year in 1994-97. In these four 
yearsChina’se\|>iaexceed Hong Kong’s 
impoa by 1 (X) percent, while Hong Kong’s 
export exceeds China’s import by 7(K) per 
cent. 

What lies behind the di.scrcpancy? 
Consider first Hong Kong’s export to 
China, and China's import from Hong 
Kong. .Since 1 long Kong is the main source 
of about 60 per cent of FDI in China, and 
all FIE in China exported as much as 
.$ 74.9 billion in 1997. it is hardly plau¬ 
sible that a mere $ 7 billion ot raw ma¬ 
terials and components from Hong Kong 
went into the ‘processing and as.sembly’ 
ojieraiions within China. It m.'iy well be 
true that ihc Hong Kong-owned FIE pro 
cured most inputs from third countiics. 
Another likely reason is that these FIE 
under-invoiced both imports and cxiHUls 
on a large-scale. Even then other cxpla • 
nations have to be sought in view of the 
huge gups just noted. Besides, a wide 
range of finishcO goods from Hong Kong 
is available in China. A third factor then 
IS widc.spre.'iil smuggling from Hong Kong 
to avoid ta.xcs. The required firicign ex¬ 
change may be procured through expmls 
unrecorded by Beijing but a|ipearing m 
Hong Kong’s statistics. 

There is no doubt that illegal transac- 
tionsare rampant 111 China. Jianping (199.8j 
listed several sources of supply as well as 
demand. Thus oieiseas Chinese visiting 
the mainland or remitting funds lo rela¬ 
tives there, i aiely use iheollicial exchange 
bureau. Next, Chinese exporters are al 
lowed to ri'lain a part of their earnings for 
a limited |XTiotl; in the absence of luera 
tive import opi’orlunities they .sell the 
foreign cxehaii.L’e to other firms or middle¬ 
men. Through misinvoiciiig large amounts 
of dollars arc held abroad and then dis- 
(wsed of in a ’suitable’ manner. Some of 
the inducements for illegal transactions 
should have disappeared after the x irtual 
abolition of the 'swap market’ fordolluis 
in 1994, and the introduction of current 
account convertibility fnim 1996.Butiarill 
and non-tariff barriers against import still 
ainstitulc a major stimulant. Foreign ears, 
gold, cigarettes, etc, command a high 
premium in the domestic market against 
prices abroad. 1 lowevcr, thccxamplcs cited 
hy Jianping do not amount to more than 
a few hundred million dollars at most, but 
these were based on customs seizures that 


generally constitute a fraction (often put 
at 10 percent) of the total volume of illegal 
(runsaetions. Hence tlte magnitude of 
smuggling eould easily go up to a few 
billion dollars. The South China Montittf; 
I’o.si (January 14. 1999) iiuotcs an auto¬ 
motive consultant indicating an annual 
smuggling of 1,(H).(M)0 four-wheelers in 
recent years, consisting mainly of high¬ 
valued vehicles; ihc average iniee was 
c.stimaled al $ 17,(KK) in 1993, but came 
down to Si lO.OOO in I99S. The Chinese 
government has of late taken measures lo 
curtail such activities, but their ell'eeiivc- 
ness lemains to be seen. 

To sum up: Opaque and illegal trans¬ 
actions in ('hina today arc on a scale never 
seen bcl'oie. and far exceed lexels ob- 
serxed in India, for instance. A good jr.irt 
of such ileals involve two-way flows of 
goods and sei s ices in the curieni aeci 'unt. 
But the aeetiiiuilaiioii of assets aliroad hy 
China's .SOI: would have been impossible 
111 the absence ol opaijiie traiis.ieiums. .So 
long as the SOI- are eoiitiolled hy '.lie 
governmeiu. central or local, iheii I'oieign 
assets remain part ol Cliiiiu's national 
weallli. ami cannot be construed as 'capi • 
tal night. Of com sc, there aiv individuals 
who have biiili private fortunes .ibro.id, 
hut this IS a small p.irl of ihc sloiy. China 
is very different Irom a typical l.alin 
Amei leancounii v or Russia. Indeed, Lardy 
(1995) looked caielully at Clun.i's exlei- 
nal transactions and observed that there 
were sigmtie.mi outllows of capital; there 
was no reference to capital lliglit. 

VII 

Kule of Fl)l 

This is a large subject. Heic 1 locus on 
lliiec aspects taken up in siieecssion. 

A Mtifrocconoinic 

In western mamslream liletaluiv lorcign 
cajiilal in a developing country is seen as 
an iniporiani suiipleinent to doim'siie 
.sav ings iliat .should boo.sl domc>iie .nvest 
menis .md ensure a more rajiid giowili. At 
the same lime, since moilcniisaiion le 
quiies a large inflow of iinjroried goods 
that may not be muielied by ii.idiiional 
exports, foreign capital was .iLo seen as 
a means of mitigating. (oreig.n e\ehaiigc 
shortages. Both these weie. in laet, true 
foi developing Asia’s niii.icle’ econo¬ 
mics. but the toll' of li'icigii aid and capital 
elsewhere in the developing', world ishighly 
conicMed Aliliougli China copied many 
a lealuie ol die policies of miracle econo 
lilies 111 a 'Hying geese’ pattern China's 
inward I'Dl played a very disiiiui role 
dilleieni Imm that in other couiiines. 
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Ahhough FIJI ill ihc 19y()s amounted 
to about 13 per cent of her domestic in¬ 
vestment, China has not depended on 
foreign savings to increase her investment 
rale. The gross domestic savings rate from 
to 19% exceeded 41 percent of the 
CiOi', and was more than adequate to fund 
domestic investineiits. As for the foreign 
exchange needs, the current account of her 
balance of payments showed a large dell 
cii ol S 11.6 billion in 1993, but ran up 
a surplus of 1.3.7 billion in the next three 
yeais. 1-igurcs foi 19S2-92 also showed 
that over these 11 years (.'hina had a smttll 
Mir]>liis Ilf a lew billion dollars (Chandra 
1995). .Noothei devclopiitgcoitntry tnvit- 
ing loreign capital on a signtficant scale 
has a comparable record iti these iw'o 
lespects. I.aidy (1993) made the same 
point. He louii'i that (in .$ billtott) China's 
cuittulativecniienl accoutit surplus during 
19S2-9.3 stood .It 3.x, while Iter foreign 
exchange lescixes went up by 44.2; hence 
thccuniulaltvo net mllowol foreign capi¬ 
tal (Fl)l and loans) was no more than 3S.4, 

I c. Ihc difleiettcc Ivtvvceii the first two 
magnitiKles. Measured against the cumii- 
lalivc(il)l*inci the siiiiie years in $ billion, 
the net capital inllow was less than 1 per 
ceiii. 

I'roni a macro economic perspective 
Chang. Chen and /.hang (1995) as well 
as .Sun ( 199K) have fitted regression ei|ua- 
lioits t(i estalilish that the M)l inflow vv.is 
a significant laclor m CiDI' grow'th. Sun s 
ctoss section■‘slimatesfuilheruiulerliiied 
the mle of ('til The co.istal regions ex¬ 
perienced f.isic! (jl )F I isc along with more 
lajiidexport .ind acoiisistently large share 
of FI)!. It ap]ic;irs thiii these econometric 
models sufler in>m missjiecilication. (a) 1 
have alieady c-. pressed misgivings about 
the accuracy .md significance of official 
data on FDI. ib) A signifirant pai1 of 
inw'ard ITJl is actually dnnicstic invest¬ 
ment tec; eled via Hong Kong, (c) Once 
leliiible d.ila on annual outflows of FIM 
are available, these tire likely to show a 
strong statistical association with (>DI* 
since the late l9X()s. What would lie its 
economic significance ? (d) Thcoiy posits 
that the explanatory varnible for CJDI’ 
grow’th should be ’net c.ipital mlUtw'. and 
not gross FDI inflows. For, curicnt ac 
count out Hows on dividends, amortisation 
ol foreign lotins. etc, should reduce do¬ 
mestic savings and investments. It is worth 
noting that m BlS-OFiCDe.sliinate C’hina's 
e.sieinal debt was quiie large at .$ 147 
billion at end-1997 (iitip;/Avww.oecd.org/). 
It is dilticuti to see why F'DI inllows are 
important, but mn foieigii loans. 

Ill mail) quaricts inside and outside 
China the stellar pertormance of the post¬ 
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reform economy is attributed to its export- 
orientation and to the RE spearheading 
the expon drive. Let me take up the first 
proposition. China’s export (valued at 
current US dollars) since 1978 has grown 
at double-digit rates and has few parallels. 
Yet China is not a basket case of export- 
led growth us many scholars inside and 
outside China make us believe. China 
would lull into this category if one com¬ 
pared the (iDF (converted into dollars at 
the official exchange rate) with export. As 
I argued elsewhere (Chandra 1995], the 
moment one di.scounts the sharp devalu¬ 
ation of the yuan well in excess of the 
compaictivc tales of inllation in China 
and her trading partner countries, the 
export-CiDP ratio docs not show a marked 
rise in post-1978 years. One method is to 
compare export against the purchasing 
pow'ci parity (PI’P) estimate of the CiDP. 
Of course, the PPP estimate is more 
conjectural tind hence has a wider margin 
of error than the current price estimtitc for 
any country. It is even more problematic 
for centrally planned economies likeChina. 
With all these reservations 1 may note that 
the PPP rate of the yuan per U.S dollar was 
genet al ly reckoned to be close U) the official 
exchange rate in the pre-reform days; by 
1997 the World Hank’s PPP rale was more 


than four times lower than the nominal 
rate. The ratio of export to GDP, both at 
current prices, climbed from 6 to 20 per 
cent between 1980 and 1997, which is less 
than the fall in the PPP rate of the yuan 
(WDR I99H. pp 190, 214). The implica¬ 
tions of the progressive devaluation of the 
yuan will be examined later. Let me also 
note in this context the ‘curious case' of 
1998 when expons virtually stagnated in 
the wake of the Asian crisis, but real GDP 
went up by almost 8 per cent. Something 
similar is likely to be repeated in 1999. 
Of course, one must guard against extra¬ 
polating from just one or two years. 
However, such an event could not have 
occurred if China’s economy were depen¬ 
dent on exports. 

All this docs not imply that export was 
a minor element in the overall economic 
scenario. A slower growth in export over 
a long stretch of time would certainly have 
pulled down GDP growth. To have 
achieved such a high growth rate in export 
was no dviubt a major achievement. And 
the FIE have been contributing an increas¬ 
ing part of China's exports caniings since 
the mid-198(ls, as a number of scholars 
have poinicil out 11 .ardy 1994;71 -72;C1ien. 
Chang and Zhang 1993;()991. This is borne 
out by Table 3. Almost three-quarters of 
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China’s incremental export from 1994 to 
1998came from the FIE. Moreover, China’s 
export growth has almost come to a hall. 
In 1997 and 1998 export by the SOE fell 
(in S billion) from 102.7 to 96.8, while 
that of the HE increased from 74.9 to 81.0. 
In the first half of 1999 SOE exports 
contracted by 10.5 percent, but HEcxports 
rose 6.2 jh-t cent. Docs it not suggest that 
more of FDl would actually improve the 
country’s foreign exchange position'? 

But then one must also examine imports 
by the FIE shown in the .same Table 3. 
Except for 1998, in all the years since 1985 
the FIE had an import surplu.s. In China’s 
total import the HE share went up from 
40 to over 50 per cent in 1993-98, the 
incremental ratio being close to KM) per 
cent. In other words, during the last six 
years the FIE absorbed practically all of 
additional imports. Conversely, the im¬ 
port-propensity (in relation to total output) 
in non-HE .sectors must have come down. 
Sun (19<)8) did look at imports by the FIE, 
and his overall conclusion on the benefits 
of F’Dl was more guarded than the results 
of the regression fits. 

At this stage one may look at the more 
detailed figures in Tables 5a to 5c. focus¬ 
ing on the SOE and FIE. the mtijor players 
in loreign trade. Collectively owned en¬ 
terprises. and township and \ illage enter¬ 
prises, and private enterprises are lelt out 
though many of them with some foreign 
funds might eome nnilcr the F'lE. For each 
group ol enterprises, the. data on export 
are classified by ihme main types of trade: 

(a) ordinary' trade, (b) processing and 
assembling materials provided by the FIE, 
and (e) ptocessing with imported materi¬ 
als. Fo! impoitsthei'caretwofurthcrtyiK.'s: 
(d) equipment for processing and iLs.scm- 
bly, mainly by the .SOE, and |c)c(|uipment 
and materials investment by the FIE. Items 

(b) to(e) are self-explanatory; imports under 
these heads enjoy special privileges, and 
arc usually exempt from tariffs and other 
restrictions applicable to ordinary trade. 

Several inferences can be drawn from 
these tables, (i) The .SOE arc .still the 
dominant players on the export side and 
consistently earned more foreign exchange 
than they .siient. If one excludes equipment 
import for processing, which should nor¬ 
mally have an economic life of several 
years, the FIE exports from 1997 to 1999, 
surpassed the value of current imports, 
(ii) The FIE arc engaged predominantly in 
processing and assembly trade. Ordinary- 
trade accounted for over 62 per cent of 
the total export by the SOE as against a 
mere 13 per cent for the FIE. (iii) As one 
would expect, the net export ratio in China 
for pmccssing trade (the cxcc.s.s of export 
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over imported current inputs as a percent¬ 
age of export) was only 25 per cent in 
1997,30 per cent in 1998, and 28 per cent 
in 1999 for the FIE. This suggests that 
these activities were hardly integrated with 
the domestic economy, and did not have 
much of a backward linkage. By contrast, 
the percentage of net export in similar 
SOE units was significantly higher at 36 
in 1997, 42 in 1998, and 40 in 1999. 

Though the net export ratio in export 
processing units is low, their positive con¬ 
tribution to the economy in the present 
stKio-cconoimc conjunctuie cannot be 
gainsaid. At a time when unemployment 
is widespread, tlie.se units engage millions 
of persons. Moicover. as the effective 
demand constraint at the macro level is felt 
more and moic acutely in a market-oriented 
system, consumption by workers in these 
units .should h.oe a multipliei effect on 
domestic industries. If one posits an al¬ 
ternative conjimcture. however, the costs 
and licncfits may he quite different. In the 
concluding |)ari 1 shall brielly dwell on it. 

In the long run. a processing and assem¬ 
bly industry tin Jet the FIE need not remain 
like an island. One may recall that in the 
196()s and carl v 197()s, foreign electron ics 
companies utilised cheap labour in South 
Korea and other east Asian countries f<.>r 
sub contracting work. Over tunc the 
Korean firms gainedcxiicricnce, set up thcii 
own firms, and ate now a big force in many 


branches of clcctmnics. Whether China 
will take the same path remains to be seen. 

B Export Siriirtiire 

Have the F’lE heIfK'd transform China’s 
cxjHwt structure.' At one level ( Table 6) 
the achievement is beyond doubt. If in 
'980 primary commodities, including 
minerals, crude oil, etc, accounted for over 
onc-half of the total, by IWS the share 
came ilown to 11 per cent. By contrast, 
the part of manulactured goods ro.se from 
50 per cent to 89 per cent. Within manu¬ 
facturing. all three ma jor groups advanced, 
but truly remarkable was the growth in 
‘miscellaneous products'. especially since 
1990. From $ 2.84 billion in I98(),ex|xms 
in thisgroup lose to $ 12.69 billionin 1990 
and liirther to $ 70.22 billion in 1998. 
Moie spectacular was the increase in 
machinery' and transport equipment Irom 
.■ii (1.77 billion in 1985 to 5.59 billion 
III 1990 and $ 50.22 billion in 1998. 

I.all (1998) showi-d how in ex|v»ris 
several iiuliistrialising countries u’crc 
getting incieasiiigly into leehiiology-in- 
tensive sectors between 1985 and 1996. 
For South Koreti the peieeiitage shtiie of 
'low leclinology’ (I.'T) laboui-intcnsive 
iiiiinul'actiires in toi.d exports fell from 60 
to 28, that ol ‘medium icchiiok'gy’ (MT) 
tiuloinobdes, indiistrial maeliinery. and 
simple consumer electronic., increaseil I ri mi 
12 to 27, and that ol ‘high leehnology’ 


■fAH'l fl. SM-IOKM l'Aini<Nl)| U,MH)Hn,IUS(l W 


isX liiltiDin 





1980 1981 

190(1 

I99S 

1998 

All CX|HHls 



18 1 27.1 

62 1 

148 8 

18(8 

1 I'riinaiy pooiK 



9.1 1.(8 

15 9 

21 

20.7 

2 Maiiiitiieluiin" 



9.0 155 

46 2 

127 1 

I6( 2 

(a) l.iplii imi .mil inclals 



4.0 15 

12.6 

52 2 

((.'/' 

(hj M.uh .iiul li.insp cquipiiirnl 


0 8 0 8 

.•> (j 

(1 1 

.10 2 

(t) Miscell.iiii'i'iis 



2 8 15 

12 7 

(t 

70 2 

1.0111 7. Mmok I’koiii-ci lii-oi i 

IS Mx'l'l.w 11 Kl || 1.' 

loic1997 








IS 

inilhnii) 

Metliciiies 

1.1.16 


.Sicel prnilmts 


19 (S 

(419) 

lilcfinc Ian 

717 

(.1 1) 

•Slade eonveileis 


9t.S 


(.niulspi-akcr 

.191 

(0.7) 

I ’vcls colout 


50') 

.117 7) 

Parts of idccoiii niiiipriient 

11.16 


TV sels It ami W 


1.19 

:().() 

Ships 

l6iK 


flocks .imi w.itelies 

l.'IS 


laimps ami liUiii‘.!s 

ni8 


l-.leelionie wiisl w.ilehes 


(!.() 

Clulliing 

51754 


I'l.isd. armies 




Jewellery 

1121 


ll.indtools 


X,SI 


Te.'.l yam anJ iihre 

1.1823 


l.ine lelepli sel.s 


948 

(9 1, 

bleetr inolors ami geneialurs 

122.1 


( (lal.iiiier 


I0,!8 


.Sotiml leeorileis 

271.5 

(l.'i) 

Itieyele ami p.iiis 


10 (() 


Hleetrical eiieui!. 

1074 


liny ties 


512.6 

(56) 

C-inu-ra 

92.1 

(14) 

‘I’r.ivel jiiioiK 


5297 


Footwear ami p.iit.s 

8149 


r-iiiniliiii- 


1818 


I-ralher up|)cis 

5640 

(.1.8) 

toys 


5041 


Plaslic/ruhhci 

3:51.7 

(2) 

M.icliin .‘iml eieLti giiiKls 

.59(17 





niiv! ni.iii) IisUmI jUivc) 




Note: IJiiil \alu.-s in pjrcnihr.scs are in .t |n-i niniilici I'lil lor sioel prnitucls il is 5. (K-r Kinnc 
Souree: litip://ec.tei pov.cn 


r r. tout) 


xorn 




(HTj items like line diemical.s, phanna- 
ceuticals, complex electronics prixlucts, 
electronic machinery, aircraft, prcci.sion 
insinimctus. etc, rose from 20 to 35. The 
peicenlat'cs tor China in 1990 and 1996 
showed that LT remained steady at 56-.57, 
M r lell from 22 to 13, and HT more than 
doubled fiom d to 21. However, I have 
some misgivings. The 1996 HT share was 
as high as 60 pet cent for Malaysia, 41 
percent for Taiwan. .37 percent lor Mexico, 
.36 per cent lor Thailand. 9 per cent for 
I3ra/il, and 4 per cent for Indiii. Do these 
levea! coiiiparativc lecliiiological capabil- 
ilyVThe high values for Malaysia, Mexico 
and Thailand tue surprising, and probably 
refieci relocation of production by the 
INC from luJirlrial countries. Hence a 
classification of this l_vi>e may not ctipturc 
the dyn.'imc'' ol lechnological changes. 

In Table 7, I have compiled data for a 
number of poiduct groups with a mini- 
mum export value of .5(10 million in 
1997. The reads hi tech items are few and 
farbelwceii. Iiiconsuinei electronics China 
IS reputed to tv a svorld i lass manufacturer, 
but then the umt values appear to be very 
low Was there dumping'.’ 1 hat is unlikely, 
its there sssuild base been a hue and cry 
111 alTeeted e.suiitiies. I’lobabiy lhe.se were 
also mamilactuied 'commoiiiiics'. My 
tentative coii> lesion is that China has still 
a long way to com tianslorming, her export 
strneiuie. 

It IS worth esploriMg lurthei the elec- 
tionic seetor whieh has an impoitanec ol 
ilsimn both bom the peis|)eelive of world 
ir.ulc .ukI of f'hmese jioliey-makers. In 
1998 lor ‘maic.r’ prodiieis in this group, 
exports stood .It ■3 15.8 billion, as against 
im|H)its of .5 ! i.S billion, yielding about 
$ 4.0 billion ; export surplus. Although 
Chiiia’.s trad.- - onstitulcd only a small 
Iraelioii ol global trade in this area, or of 
China’s overall export or import, China’s 
sueeess eaa hardly be gainsaid. Very few 
des elliping eounti ies, exeeiiling those with 
extensive sub contiacling. have a trade 
sntphis in electronics. On the other hand, 
it is widely rceognised ih.il China's own 
K and D in this domain is quite mc.agre, 
iind that she relies gn-aily on the import 
of know-how, equipment, and inieimedi 
.lies for her own modernisation. elo.ser 
look at the composition of her lorcign 
trade (Table 8) rcvejtls that her c.xports 
lonsistcd of ‘commoditised’ products, 
wliile ilie imports appear to be high- 
vibied Hems, l-’ushing up cxporl.s of the 
former eaiinot be a sustainable pioposi- 
tion even lor a eouniiy (like China) with 
a ves' reservoir of underemployed man¬ 
power. 1-or, the world market prices for 
such products cannot but tall ovei time. 


as Kaplinsky (1998) showed in discussing 
the South Korean debacle of 1997. To 
fuini her goal of modernisation China 
must put greater accent on domestic R 
and D. 

C Technology Import 

There arc signitkant voices within China 
against excessive import of technology. 
Xiaojuan (1993) tirovides some of the 
underlying reasons. Till the early 199()s, 
Japan was the main .source; while the 
technologies supplied were easy to use, 
these were somcw’hat outdated, cost mote, 
and contained restrictive clauses on ex- 
|K)rts. diffusion of technology, and sourc¬ 
ing of raw materials and spare parts. 

These views ate based on inlervicw.s 
condncied by Xiaojuan and his team with 
35 Chinese firms iliat had imported lech- 
nokigics from Japan, US and Germany. 
To an Inditin rcailcr all this is familiar 
stuff; successive reports of the Reserve 
bank of India on foreign collaboration 
provide ample evidence on each of tliesc 
grievances. The most cited example of 
excess technology import by China is that 
of colour TV sets. As many as 1(X) dif¬ 
ferent production lines were set up with 
imported know-how and equipment Irom 
a handful of Japanese suppliers in the mid- 
198()s and had a combined capacity of 15 
million sets. The actual production in 1985 
was only 4.3 million. There was, how'ever, 
a silvei lining. The quality of local prod¬ 
ucts by then had icached global standards, 
and China began to export colour TV .sets 
in large quantities since the late 198()s, 
with nearly 95 percent of the components 
made locally. In most other areas the out¬ 
come was not so happy. In many branches 
of eonsumerciccironics, the Chinese firms 
have assimilated the imported techno¬ 
logies, but aic luimstrung by cx^Kirl le- 
strielions imposed by foreign suppliers. 

China’s National Research Centre for 
.Science anil Technology Development 
(NRCSTD) conducted a survey of 220 
projects that liad imported technology. 
Between 197.3 and 1984, only about two- 
fifths of the firms could attain 80 per cent 
of the design capacity; even 10 years later, 
a considerable proportion of firms had 
failed to reach the design capacity, and 
only 7 per cent of I’ue firms had entered 
the export r. .irkct. Xiaojuan al.so noted 
that tlieexport performance of the l-’IIi was 
somewhat better. Unfortunately, he docs 
not clarify vvlicihcr his own sample of 35 
firms, or the 220 projects in the NRCSTD 
survey, also coniaineil .some FIE. Hence 
the thrust of his argument is unclear, is 
he cautioning against technology imports 
in general, or against technology imixirts 


under license by the SOE, COE, etc, which 
have no foreign equity? 

Quite instructive in this context is the 
story of the 50:50 equity joint venture 
between the famous Babcox and Wilcox 
(B and W) and the SOE, Beijing Boiler 
Works, as narrated by two B and W 
executives. Beamish and Spie.ss (1993). 
The .authors were aware that China cannot 
in the long run depend on import; they 
hoped rather that the J V would help R and 
W in the long run to gain competitive 
advantage in third country markets. In 
short, it was an export-oriented JV. But 
the authors did not report any success on 
the export front. I may add that it is only 
recently that China claims to have the 
know-how to set up power projects with 
a capacity of 3(K) MW of energy. 

In the light of the di.sciission so fur I 
cannot provide an unc{|uivocal answer to 
the usual question of whether EDI helped 
or hindered China's growth after 1979. 
The overall economic impact, whether 
positive or negative, was certainly not 
very hirgc. But the prospects of the west¬ 
ern TNC getting a toehold in the huge 
China market along with geopolitical 
fjictors (see below) should have played a 
major role in the US decision to allow the 
inllux of labour-intensive manufactures 
Irom China. In that sense, one has to grant 
that the impact was positive. Besides, by 
any reckoning People’s C'hina remains as 
self-reliant as ever. On the other hand, the 
new .social forces tinti have come to the 
lore in the last two decades may cause 
upheavals in future, especially if China 
gradually yields to the western demands 
on trade :uid investment policies. 

VIII 

Lcs.son.s from China 

What can other developing countries 
learn from C'hina’s cxijericncc with F’DI? 
Mo.st of them cannot successfully imitate 
(’hina’s post-1978 development strategy. 
The glittering export performance v'as 

TabixH: Imioki and Hxi-ort or Major Prooi.'O 
(iRort'S IS Hi.scironi(-s, IWS 

(5 trilliim) 
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Switching sy.stcms 

470 


Somicniiiluclor ili-v ice.s 

1789 

773 

Primed circuits 

863 

950 

Colour TV and cunqioncnts 
Intcgiiilcd citciiils amt 

4.S9 

876 

inicro-assumhlics 

4790 

1136 

Kadiolcicphoiics, etc 

410 

357 

Automatic DPC, me 

I67.S 

5165 

Video tape recorders 


42(1 

Radio sets and lupu recorder 


2002 

Telcpluine sets 


1304 


3208 
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unimaginable without two ‘extraneous’ 
factors, namely, the forging of a virtual 
Sino-US alliance against the USSR since 
the 1972 visittu Beijing of president Nixon, 
and the eagerness of the Chinese capital¬ 
ists in Hong Kong, Macao, Taiwan and 
elsewhere in south-east Asia to relocate 
in China their exporting units as labour 
became too expensive in the home coun¬ 
tries. With the disappearance of the USSR, 
the US is uni ikely to need any other special 
ally from the developing world and will 
not offer anew the kind of market access 
provided to the cold war pmieges like 
Jaitan, South Korea and Taiwan or an ally 
like China. Similarly, no other developing 
country can boast of a class of overseas 
capitalists comparable to that of China. 
India's expatriates are quite numerous in 
the west. But the Indian professionals 
mostly work as salaried ctnployi es. while 
the much smaller number of Indian busi¬ 
nessmen abroad tire engaged in activities 
that arc closely integrated with the respec¬ 
tive national economies and hence can 
hardly be relocated in India, barring the 
software companies. 

Hardly less iinporlanl than these two 
extraneous factors, was the imirrcssive all¬ 
round development of People’s China 
during the first ihiee decades of over¬ 
centralised planning. 'Flic heavy industry 
base was firmly established, the country 
had ileveloped a fair degree of technologi¬ 
cal capability in all traditional industries, 
was growing at a pace only a notch below 
that of the neighbouring niiracle econo¬ 
mies but well nbose that of other large 
dcvelopi ng countries, and made commend¬ 
able progress in health and education, 
although higher education was badly dis 
rupted during the cultural revolution. The 
state played a dominant role in the 
ccoiiumy, and has retained it to this day. 
What has changed is the mode ot stale 
intervention from administrative fiat to an 
increasingly niarkel-based form ol regu¬ 
lation. The ‘market’ in China has a spoil 
taneous character only within the param¬ 
eters laid down by the state; this is a far 
cry from the ‘global market’ of the 
neoliberals where the giant TNC, backed 
by the economic, political and military 
might of the leading Ol'-CD governments, 
are the major players. 

.Since other developing countries, in¬ 
cluding India, cannot fulfil these condi¬ 
tions, an attempt to emulate the Chinese 
’model’ is doomed to failure. Owing to 
the noticeable decline in the long-run GDP 
growth rates in the last two decades as 
against the period of 1950-80 in US, Japan 
and West Europe, the emergence of a new 
growth pole (focusing on exports to the 


rich countries) is a remote possibility. Nor 
can others hope to gel such large infiows 
of FDI as China did into export-oriented 
ventures. Nor arc they likely to accumu¬ 
late like China a large stock of outward 
FDI, which was a keystone in the archi¬ 
tecture of Deng’s open door jxil icy. Nearly 
all developing countries with a potential 
for capital cxixiriarc groaning today under 
the external debt burden, with their fiscal, 
monetary, industrial and financial sector 
policies being closely monitored and 
shaped by the I.MI- and World Bank. .Such 
surveillance by the Fund-Bank serves ic 
destroy whatcvi-r remains of national 
economic sovereignty. This is now ac¬ 
knowledged c\cn by an inllucntial seg¬ 
ment of neohhci.ils in the wake of the 
Korean crisis of December 1997. In the 
name of rcstruLturing, the Koretin con¬ 
glomerates (‘ch.icbol’) are being pared 
down both at lu'ine and abroad, and at¬ 
tempts are made to sell their as.scts to the 
TNC’ at throwaway prices. 

Nevertheless, developing countries can 
learn from China’s experience insofar as 
it explodes scveial neoliberal mvihs. l-iiM 
and foremost, the traditional ideal ol 
economic self-icliance is not inimical tvi 
rapid growth e\ eii in u poor country. Put 
differently, a tr.ide-off between ‘depen¬ 
dence’ iind ‘development’ was ptobably 
true for Ameiica's vassal states in east 
Asia during the cold war era, but it has 
lost all relevance today. Secondly, a suc¬ 
cessful growth sir.itcgy can focus on the 
domestic market as China h:is tlenion 
straled. Incidentally, that is equally true 
of Asia’s first miracle economy, Japan. 
For the pre-second world war yeais 
Lockwood 1 1954) showed that in Japan’s 
success exports were by no metins the 
dominant factor. In the last half-ccntury 
the export GDP ratio for Japan rarely 
ciosscd the I.** per cent mark. 

Thirdly, when foieign technology, 
managenient methods and capital are 
deemed necessary in .some sectors, a 
laissc/ faire regime may not be the best 
way to attract them. In the ab.sencc ot 
controls foreign capital is likely to invade 
the most ptofii.iblc sectors displacing 
domestic capit.il, and avoid those where 
domestic enterprise and capability are 
deficient, Dcsiiitc .some restraints before 
1991, foreign capital in India was concen¬ 
trated in consumer goods industries 
[Chandra 19y4|. After the liberalisation 
ot 1991 the TNC took over Indian-owned 
concerns in a wide range of industries 
mainly prtxiucing consumer goixU. But 
there is no evidence of their going into hi- 
tech areas. Contrary to the naive belief of 
neolibcrals, appropriate government con¬ 


trols can enhance the supply of capital as 
.against an uncontrolled environment. 
China provides the best illustration. Capi¬ 
tal will How into areas where the market 
exists and is expected to grow, providcil 
controls do not inhibit investors from 
earning a reasonable rale of return. 

That IS equally inic for ilonie.stie capital, 
one may note cn passant. A necessary 
eo;idiiir<n for the phenomenal growth of 
the TVF in Chitui after 19St) was that the 
markets for gooils, services, capital and 
labour w ere segmented. The local govern - 
ments acted effectively as the phiiincrs and 
managers ol ihe.se units. In India luiiidreds 
of Miiall-se.ile imlustries developed in the 
pre-1991 period thanks ui the policy ol 
re.servation in fayour of siiiall iiiiiis, re- 
striciioiis oil cupaciiy expansion hy huge 
esiahlishments. and staie-dirccled bank 
credits at lower iiiiciesi r.iies lo the small 
sector .Sm.dl finiis nourish in com| elilioii 
wilh large ones in many branches like 
soaps and deteigeius. aiiionioiive haltei 
ies, medicines, radio sets, slioe-inakiii.e. 
etc. for which there arc few ivarallcis in 
the iiuhi.sliuil cuunlries. 

IX 

Whither ('hiiia'? 

In the picv'ions scelioii I hriclly touched 
upon the achicvciiieiits ol pre reform 
China. In most lespeets the .situation has 
improved enormously. Material siandaids 
of living for the avciage citi/,cn have gone 
up hy leaps and hounds over the last two 
decades. Fovcriy levels have eiime down 
very sharply. In health, higher education, 
.scieiililicre.search and tecliiiology develop 
mem the eouiilry has moved ahead at ii 
commendable rate, though Iheie may lie 
some areas of daikness. Moreover, ('hina 
has so fai ictained as much aiilonoiny in 
economic viecisioii-making as ihe inighti 
vM poweis on earth. .Miogetlici this is an 
enviable iccoixl 

•\l Ihe same lime tlierc are four highly 
disturbing features of theCliincse ‘inodel’, 
namely, environmental degrud.ition, iin 
cmploynieiit, corruption and mcieasing 
incquahlies. All four are tightly oi loosely 
iniei-connected, and figure pioinineiiiiy 
111 public opinion [lolls in uih.iii ('Inna. 
The polls aie conducted ;.Miiually hy the 
Stale .Statistical lluieau t.SSUy in collaho- 
ration wilh other .igiiiv ics. In the 1999 
survey |)o!liiiion.!,'I'-.all d lorlhe first lime 
as a major w-oiiy lor the respondents, but 
at the lop ol the list came coriuption, 
displacing the issues of unemployment 
and a slow use in income that used to hog 
the limelight in the previous two-three 
years [Bian 1999; Rocca 1999], 
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On cnvimnnicni ilic SSB (hhtp// 
t(. toi >.")\ m) II' Its iiimmurmiuc on the 
JW 8 National I conomic ami Social 
DiMloj'intiu Mattel I he eiiMronmenl 
(.oiulilioii loi till eeliole country teas still 
^iioiu I he poliiiiRinm sonic ol the iatitc 
and in d'lirn si/enl eilu s w is ipoiavated 
ttic pollution eausi'd h\ I’aihij'e lariji 
till miL ils ituiehimtcilletlilisi'rsevassiill 
seiioii Ihe c'cciloi'ic il pioiikmsot soil 
tint ee ilei eiosion ili serlilication and 
dteliiud ItinelK ns o| loiestrv itid I'l iss 
I iml wt le pioitunenl lln (liiwi ()uin 
Uil 1 d isjHi I d •s'-iie 'nDeieiiihii ly^S 
on this ti'iii'i and I Is in (IWM 'hoeved 
the I \< iinee ol in\iionniiiital ptohicins 
e\ IIIIIiiiipi II ill hin 1 111 ) VI SCI less tSill 
ill pi ti th It I'limlli III iina h f- i'">' is ited 
til ituiiiiiii Oiiei the eosts ol I nviion 
luet'l il iLst uetion in 1 he ilth ha/ iieU aic 
leiloii el seitli in n III III il le i nunls st iti 
lit till II ip let ol poll'I'on on popiil •tiiiii 
he ilth mil'i lldi e spciullllile tsptopuls 
I tts eel Hill the stilt i oinnni ilsi II >i 
a II oioii Ol io eeoiionile I ilil ilioli ol 
lie III ilMlelll |l IS Ills ilisp's ilile ii>i|i>l 
llnillt ti mil tril llipioset'iellis Ihise 
n I'lott tin inii|i)i ih i itioiiin itiie 
iillipoilel il III pie I It polls V It line 

ttOll 

lilt piool in ol niitinpli'snie'it lu ilid 
i'll II t ot popul II e oiilet 111 till pilhlle 
ipiUK I p ills till 1 1 t \i i, I'l loi 1 •<)') 
111 I iiiitl) I ol It* isii Kii uiieinpl iMil 111 
ii'hiut hill I is till I litisels small But 
till <1111111x1 1 I siiipliis eeoikti ( 'll!. Ilia I 
III till SOI 'III III illi I ills oiithe p isioli 
hut 'll il at'll liol till II ee i»e oltiil'eitli 
lion It 1 1 iiiel It not It t|Uiiitl to It poll 
tills It then pi lees of eeoil las III eon 
leinioiiis I’n iil is '11111 li liic’e’ Thi 
teeo loups io»t''ll I lot dll e ’(> elliilllioi' 
)i Is ’’ll pi I t..iit ol the iilioui loiei in 
inid idds It I oiilin • to Pi'll iipiy'i) Io 
til s mu ' lx I'ltletl the cnoimous luiiiih ' 
ol II I III ' I'oiii III I iial ail IS s'sei 1 ' 
Si I s I o K ’ll million ol til III esi le 
loaimm iioiii i' I hiii 1 m c ueli ol ]i)h 
of aiiv dcstiipii III 

loiniln/titi'he II iiii'hip lie d''sinliin 
ssoile'is flu* slali h is ' ik, 11 1 nuiiiher ol 
steps It has slosseil dossn thi piee ol 
I <sini> dossn the' iiiipiolit iliL SOI s 
I 'Sited loieign capital to take osti mins 
ol leiii tosieied schti'ies to leti iin 

'kfis cneouiapcd iie'sv iiiiplenmeni 
leies and ptodded lixal goscimiictiis 
II I mite tome iiiiniinuin income toi 
il e le I It n't mil so on No doubt these 
pi os lie 111 111 I I,el an ili)< ous to Ihe 
soeiil sselli e le laii ol mans mdustiial 
loiiiiiiies But the I III to sti ike at the loot 
ol ihi p't'ldem I I ise not coiiu' icioss 
aiis liiieasi iioni 1 iii lUi that mill 


ealos a qualitatise impiovcment in the 
employ merit situation dunng the coming 
decade or beyond One is left ssondctint’ 
svhcthei Dene Niioptiig’s model ncecs 
sarilv eiiliils the ereation ol a vast, and 
piobahly iiier 1 mu icsersc army ol 
I iboui 

Ihe thud lii<>lils 'listuibtng Icatuic is 
tl at iniquilities a betsveen individuals 
and beissei'ii the o>'ions, ate widening 
Naual'toii (IW'i ’2i was not eonsiiiecd 
that the CO isi il le ions sscie developing 
afspreei ibly 1 1 le iti iii those in the intc 
nor ILt ilciil iteil lli.it China’s leal (iNB 
i.icitascd It S opt I eeiil |X'rannumduling 
Id/S y 1 ss 111 11 ssould come dossn to 7 7 
pi I ein' if Iht 'Old eoast areas sscie 

I iken out Ot'iei like a difteicnt sicss 
Uo/elli il*)y()|shosse*d that Intel lee'ional 
disp.u tl s III Ilil il ( tuna ssc’ie bccoiniiic 
i'll mole .u uie Kii in .ind Kiskin (lyysi 

II id thill o'sii b iiehnurk suisess (,in 
loll ilioiatioM seiih Pie C hinese Academy 
ol Soil il Sen iiecsiol 1988 and lyys and 
the ollieiil SSB sui'/evs of household 
mu me loi the -.ame yc.us I he v demon 
stiilid 'll I I'ltei piosineial incxiualitics 
lose sub't ini' ills both in urh.in and lural 
uc 1st I ike iisepiritels) andiiithecountiy 
Is a ss hill Ism if Naiighton s thesis on 
Intel iii’ii'iiaKiNl’" ossthsseiccoiitiinud 
lot the I'fyOs iheie lie'iie\ei the less tsM) 
le isons sells the piohleiii is setiotis Ihe 
luiient pet eapit 1 iiieome in theiich aie.i<- 
like Ihe eiuimdo'ia piosince Shanghai 
Beijina liiiiim etc ts a big multiple of 
I'lil III bill vs 'll! .iieas not unlike the 
noith 'outhdiside 111 die world as a whole 
Indeed the ( Iniiesi luthoiilies icu.udthe 
piobli niasse''ioiiseiioughlonieiitaspcci tl 
paekaic of inceiitises I'l the euiiitil live 
<1 II plan tot the Itige'iid legions indeed 
It o oil' of the cintial issues th.it must be 

st'lseel toi the polity to suisise 

Re'.iiiliiig iiite'" neisoiial ineotiie aid 
SSI allh disiiibulioii 111 C lima, thill iii no 
disput's ibout the til lid Ihe suisij ol 
ml) 111 liousehoIilinio'iHsm |yy7ievcaled 
ill It iipii iiiilotiisiiondenttxpeiieiiecil 
I'leihiii iiimtom,. In mid BW the top 
M pel ml ol 111 tun households owned 
l'•'■l is CMfidiii" ^ IKI 'MK) yuan each ind 
loiii led 'I *) |xi emt ot the total, while 
th bottom 4i jKt eeiil ot households 
own ii pel I 111 til all assets [Rocca 
l'My| 1K iit .1100111 opined th.it it some 
peiipli I'ot ml' OSS 111 " to their skills and 
ciiieipii'i osti till! others too would 
belli II IIOIII I'll \p Hiding economy IXiie 
wa me'ilv nstiiin ihe ttiikic down 
theory ot West iniuohlxtais baseoonthe 
much acclii'iicd Ku/iiets curve Lookini! 
It yeiy loni' mm t'eiids m industrial 
cotinfiies Kii/iiits h nsedth.itintheiniti.il 


phase of industnalisalion inequalities were 
accentuated, but these came down even¬ 
tually Critics felt that the authoi failed to 
piovide .iny satisfactory iheotcttcal expla 
nation One can cite a few countcr-eK- 
amplcs I irst,thelISSRandollierstxiaIist 
coiintiics descloped lor several dec.ides 
at high speed with a degree ot equality 
unmatched m capitalist countiics even 
during then matuie phases Hence high 
and incieasing inequality is not a neccs 
siis condition ot industri.ilisation at an 
early sl.ige Secondly, all mdustiial coun 
tries liom iy71 to this day, 1 e, loi moic 
than a quailci century, have witnessed a 
veiy signilicaiii icliogicssion in income 
and weallli distiibution Hus would nut 
have been possible if a tailing 01 .it le.ist 
sKibli iiciid m inequality w is muidcimc 
Ic.itme ot .idvaiictd c.ipit.ilism It is evi 
dmt lh.it the ciucial political lacloi is 
mis'-in »in Ku/iicts Ihe cgalit.ui.in tiend 
iiithel S and wi si luiope liom the |yi()s 
may well have been iriegeied by a com 
bniilion ol the gic.it depietsion ilu lc .11 
ot Bolsluvi m imoiig the c ipil.ilisi class 
.iiid jiiatei ixi'iiic.il stien>'ili((lalbiailh s 
countciv tiling powti) iiquiied hy tin 
l.iboui moyimenl C oinusi ly ilic si ick 
eniii" III Soviet eiowth liom the |y70s 
iiiLieasin" lossol politic il eoody\illby Iht 
Soviet coiminmi'-ts iliei tin mv I'loii' ol 
( /edio loy.iki.iandAli’iniuM III iiidm.uiy 
iilhei t iitois St mill iti d the use ol 
iiiohbi lal'smiiticlu 1 hatch.i.u.dRc.i"an 
Il lollows thii ihi Kii/nets luivc is no 
more th m a bald si.uistii il si iti tnciil lot 
a piiticulai neiiod ot the .ulvaniul coun 
lues .ind has no genual sigmiii met 
Ii the focus isoiigiowth iloiic muiat 
me inci|u.ilittcs may not i'i.ittcrso lone a 
ixtuiial laclois play a ciiici il role these 
would include, lot mst,uicc, 'Vmuu i s 
expansion into the wild west im|X'ii.ilisi 
dc'iuinatiim bv Biitain ot I tance ol othet 
countiies as cheap sources ot taw 'iiaic 
ii.ils and as captive iiiaikets toi finished 
i xids lavouicdticccsstoloicignmaikels 
eniovedhy South Koreaoi lately I ( hin.i 
..lid so on Once these soutces diy up, the 
Keynesian eflective demand witliii the 
countiy becomes the ma)oi constiamt on 
"tow111 Shaip inequalities lend to * enei 
ale demand tot luxuiies often imported 
and iistiici the home miikci lot m.iss 
consumption goods (’hmaloday may have 
leaihcd such an impasse Despite a hig 
increase m government expenditure on 
mli.istiuclui.il piojecls in BWh Ihuc is 
adcMtlhol tunsumci dem.tiid, retail ptices 
aic tailing indusiti.il cap<Kiiies aie idle 
in many branches, and the government is 
iniiixlucing new measiiie to boost mass 
consumption Ihe unprecedented wage 
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rise for the public sector in early Septem¬ 
ber 1999 is one such step. 

On the other hand, lhe.se palliati ves may 
be more than counteracted by some of the 
current policies. The persi.stent stress on 
profit generation by the SOEs may lead 
to closures and layoffs on a ma.ssi ve scale. 
The trend will accentuated if China 
joins the WTO on terms dictated by the 
US. Prior to the visit of the prime minister 
to Washington in the Spring of 1999, there 
was intense opposition within the Chinese 
government circles to the concessions that 
were actually offered. Opening up to 
foreign competition will also put in jeop¬ 
ardy the TVE currently engaging over 1,30 
million persons. Even if export opportu¬ 
nities were expanded, that would hardly 
compensate for the job.s lost. 

One is thus led to question the efficacy 
of certain policies that have appiirenlly 
helped the phenomenal rise in export till 
19^)7, As noted above, the yuan is grossly 
undervalued as against its purchasing 
power parity (PPP). The Japanese yen till 
about I9K7 was in a similar situation, and 
so was the Korean won even later. One 
may then agree that undervaluation also 
helped China initially. But by how much 
anti for how long? The extent of under 
valuation, i e. the ratio of the PPP to the 
olTicial exchange rate of the yuan (well 
above 4.0), has for .some recent years been 
much higher than in the relevant periods 
lor the yen or the won (up to .3.51. Would 
a real appreciation of the yuan necessarily 
reduce export? For the last five years the 
yuan dollar rate is steady; in 1998 it 
appreciated significantly against the won 
and several other Asian currencies, but the 
export level was maintained. In the first 
half of 1999 other Asian currencies have 
bounced back, but China’s overall export 
has dcctincd. There are many other ex¬ 
amples of this kind. In the mid-1980s the 
US dollar .soared by about 25 per cent, but 
the country was not Hooded by imports, 
and Krugman (1989) sought to explain it 
in terms of the ‘new trade theory'. Once 
the yen began tori.se a couple of years later 
and overshot the PPP mark by a signi¬ 
ficant margin, one looked in vain for the 
Japanese trade surplus to disappear; in¬ 
stead it remains at a high plateau, con¬ 
founding the standard neoclassical sup¬ 
ply-demand theory of foreign exchange. 

My tentative conclusion is that the yuan 
was devalued far more than was necessary 
to promote Chine.se exports. After all, a 
very large part of it consists of labour- 
intensive products relocated in China 
liecausc wages had gone up in Hong Kong, 
Taiwan, etc. Even if the yuan remained 
at the PPP level, China would retain her 


comparative advantage. As for the more 
complex manufactures that have become 
more important in this decade, e g, travel 
goods, home appliances, telephone receiv¬ 
ers. etc, have a lower labour content, and 
a high import-intensity; in what way the 
cheap yuan promotes their cx|iort is nut 
self-evident. 

The cheap yuan is only one part of the 
story. One mu.st also consider the gamut 
of concessions available to exporters and 
the FIE in other forms. They were gen¬ 
erally assured of stable supply of raw 
materials and infrastructural facilities at 
prices often below the free market levels. 
In taxation the FIH got a number of ben¬ 
efits [Zhiyang I9‘>S|. 

The net result h.ts been that regions, 
industrial branches, and social groups con - 
centrating on export arc greatly favoured 
as against those that are inw'urd looking. 
This in turn is rcfloi.ted in the allocation 
of domestic resoiiiccs. Had central plan¬ 
ning remained in force or had the central 
exchequer contituted to play a dominant 
role in garnering resources, the (excess) 
profits from foreign trade would have 
accrued to the centre, and a spurt in export 
could have benclited both exjiortcrs and 
non-exporters. Under the sotnewhat hap- 
har.ard system ol dccentralis.itioti in |»ost- 
reform China, the gains accrue alnio.st 
exclusively to the exporters. That may 
explain why the non-coastal regions ate 
lagging behind and will continue to do so. 
Furthermore, China’s tax system for per¬ 
sonal incomes is .it a rather primitive stage; 
the rates are very iovs, while evasion and 
avoidance are widespread. .Moreover, 
corruption is rampant. The Communist 
Party seems to be presiding over a process 
of pritnitivc accumulation. 

Based on past data, one could predict 
statistically when the FIE percentage share 
in industry will grow from the present 
about 15 to 30 or more, and that in export 
from 44 to 60 or more. In practice, the 
share (in both respects) tnay even over¬ 
shoot the forecast levels in .some proximate 
years. But there arc two limitations of such 
an exercise. China's cx|X)rts may stop 
growitig at pre-19v8 rates, and the FIH can 
do 1 ittle alXHit it. 1!' i he overal 1 exixirt growth 
llatiens, there may well be. an opposite 
tendency in Chin.i to offer greater incen¬ 
tives to domestic fi rms with a lower i mport 
content as against the JV or the F’OH. 
Whether Chitia would do so would de¬ 
pend on the alignment of domestic forces. 
From the Tiananmen Square incidents of 
1989, it is clear that a section of party and 
government leaders arc sympathetic to the 
ncolibcral ideology. Thunks to massive 
corruption, and the growth of the private 


.sector (non-state enterprises), one cannot 
dismiss Hinton’s (1990) prediction that the 
compr.idoreelcnients wouKl become domi¬ 
nant. However, the struggle between the 
‘two lines’, natnely one lilting towards 
ncoliticralism. and the other supiiorting 
indigenous eniciprise and an egalitarian 
distribution of income and wealth, is likely 
to cotilinue, and the ('hinese may keep 
oscillating. Indeed, the western media 
today is far less satiguine about China’s 
murkelisation than a few yeuts ago. 

|H.iiliLM wision of llu- pajH’i was prcsonlcil at 
the Iiiltmuiuiial Seininai nn ix'tiiuimic Kcl'onns 
in ('liin,i aiul India hold at iho ( Vntr tl I inis oi sily. 
HydoiaKul. Iiiim March 12-t.l, .md .n ihc 
(Vnirc riM .Sludics in .S<K'i,d .Sciences, ('.ikiiiia. 
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Economic Growth and Sustainable Development 

in China 


Luo Deming 

Economic growth may protect the environment in the long run, but causes environmental degradation 
in the economic take-ojf stage. Two types of measures need to be introduced in the short run to minimise 
environmental degradation and realise sustainable development: economic instrument and government 
regulation. China has endeavoured to introduce and implement environmental legislation and management 
with some success. However, the introduction of economic in.\truments can only he effective in the conte.xt 
of a perfect market .system and legal framework. Although China’s market-oriented reforms have made good 
progress, there are as yet many imperfections. 


SINCr; economic reforms and 0 |x;ning to 
ihc outside world in 1978, China’s 
economy has developed rapidly, the living 
standard of the people has been cn' anced. 
But in the .same period of tunc, the prob¬ 
lem of environmental degradation has 
become serious. This problem has been 
brought to the policy-makers’ and econo¬ 
mists' attention. In this paper, I will analyse 
this issue. The paper is organised as fol- 
lo'vs; .Sectuni I discusses the definition of 
sustainable development. .Section 11 dis- 
eti.s.ses China's economic development and 
the state of the environment. Section 111 
examines the causes of environment de¬ 
gradation. Section IV suggefts some 
solutions to the problems. 

1 

Sustainable Development 

Before the 1970s, economic growth and 
development were the most important 
objectives in the world, c.specially in 
lie veloping countries. S|X‘eding up the pace 
of industrialisation was the developing 
countries’ main concern. At that period of 
time, .ilthougli .some of the developed 
countries began to pay attention to cit viron- 
mcntal problems, it did not result in 
worldwide action. 

The situation changed in 1972. That 
year the United Nations Conference on 
Human Fnvironment was held in 
Stockholm, which indicated that a mile¬ 
stone had been reached in the develop¬ 
ment of international environmental (xilicy. 
The formal statement of the conference, 
known as the Stockholm Declaration, 
established 26 principles of behaviour and 
responsibility that were intended to serve 
as the basis for future legally binding 
multilateral agreements. The accompany¬ 
ing Action Plan for the Human Environ¬ 
ment enumerated 109 recommendations 
in three areas: environmental assessment, 
environmental management, and support¬ 
ing institutional measures. Implementa¬ 


tion of these was intended to lay the 
institutional and legal foundation for glo¬ 
bal environmental monitoring and manage¬ 
ment. The conference also gave rise to the 
formation of the United Nations Environ¬ 
ment Program me (UNEP) through a 
resolution of the UN general a.s.sembly in 
1972. The new agency was initially in¬ 
tended to CO ord'iiatc environmental ac¬ 
tion for the entire UN development system 
and of finding specific environmental 
programmes ot a global nature. 

In the subsci|ucnt years, developing 
countries, while pre.ssing for the establish 
inent of 'A New International Economic 
Order’, alsoc.iiiie to realise that the health 
of the cnvirorinieiit should concern them 
as much as it did the developed countries. 
The environment and sustainable develop 
ment were progrc.ssively becoming im¬ 
portant issues all over the world. In 1980, 
the World Conservation .Strategy (WCS) 
was published by the International Union 
for the Conservation of Nature and Natu¬ 
ral Resouices (lUCN), the UNEP and the 
World Wildlife PumKnow the Worldwide 
Fund fill Nature). For the first time, dc 
vclopment was sugge.stcd as a major 
means of achieving con.scrvation rather 
than as an oh.Mriiction to it. Many conn 
tries in the developed and developing 
worlds have taken up the recommenda¬ 
tions of the WCS to form national con- 
.servation strategics. 

In 1987, the World Commission on 
Environment ami Dcvcioptnent (W'CED). 
also known as the Brundtiand Commis 
sion, published its report entitled Our 
Common Future’. The Brundtiand Com¬ 
mission’s contributions to establishing 
sustainable development were threefold. 
First, the WCED effectively established 
the present generation's responsibility for 
safeguarding future generations’ develop¬ 
ment option.s and opportunities by pro 
reeling the planet’s environment and 
natural resources. Second, it placed the 


alleviation of po\ erty in developing coun¬ 
tries us the central axis around which global 
sustainability would levolve. Third, it 
recast the pursuit of sustainability in the 
context of the international ivoiioiny 
by recognising the need to reorder pai- 
tenis of international trade and flows til 
capital, and to ensure greater developing 
world iiilluence in these economic rela¬ 
tions. 

In 1992, the United Nations Confeieiice 
on Environment and Development was 
held in Rio de Janerio, which was also 
known as the Earth .Summit, (ilobal con¬ 
ventions pn climate change and bio¬ 
diversity were signed; the ‘liai ih Charter’, 
aset of principles to Ix' lespected by govern¬ 
ments and people, was agreed upon by 178 
govcinments; an action programme to 
promote sustainability, called .Agenda 21, 
was adojited; and an insiitniional mecha¬ 
nism within the UN system, notalvly the 
Commission t>n .Sustainable Developmeni 
(CSD). was created. 

At present, sustainable development is 
clearly a familiar term to m:my people and 
is on the political agendas of govcrimients 
throughoul the world. Bui iheie are many 
views on the meaning of sustainable 
development. .Sustainable development is 
a coinplieuted concept. 

Sustainable developmeni is not the same 
as development. Not all devi lopineni is 
sustainable. A shorl-lerm high giovvih laie 
can be realised through intensive use of 
productive factors. But .such .i develop¬ 
ment path cannot be maiiii.iiiied ior long. 

Intergenciational eqiniv is imporianl. 
We should not choo.se cnricni develop¬ 
ment at the expense ol luture generations. 

It is not only a mo.'al ohligation, but also 
a need ot long leini development. Since 
a large pari ol ilie population in the world 
is now living in poverty, will it be possible 
to liniii die piesenl generation’s ii.se of the 
natural lesviurces in order to saleguard ihe 
Ivenefits of the future generations'.’ 
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iiasccl on llii.s analysis, wc define sus- 
luinahle development as a situation in 
which the development vector D docs not 
decrease over time meanwhile maintain- 
inji the i apilal stock constant nr increased 
(IVarce el al 1090|. The ultimate ohjcctivc 
of development is to improve the quality 
ol life and welfare ol human beings. The 
quality ol Ii Ic and wel fare of human beings 
arc determined by many elements, .So the 
vector inighi include three dimensions - 
the economic, tlic .social and the environ¬ 
mental. f)l Loiiise, since ‘development' is 
u value woid. implying change that is 
(Icsiiable. there is no consensus as to its 
meaning What constitutes development 
depends on wiial .social goals arc advo¬ 
cated h\ the development agency, govern¬ 
ment, analyst or adviser. Their dcvclop- 
nieiit prelereiives are maiiil> determined 
or inllueiKed !iy the level of economic 
devciopmcii' •'Ocial ^ystern, resource 
endowment, . nltui'al tiadition. and so on. 
riiese r.ielor-. .ire dilTeient in ilifleicnt 
eountries. the effects tlnil they might 
poaiiiee are ditleient also, for c.sampic, 
with regaiii to the enviionmcnt attitudes 
are difloicii: helween developing eoun- 
irie.s atul developed eouniiies. The devel¬ 
oped countnes pay mueli attention to it, 
hill the devel’.iping eountries usually ne 
gleei it. .So it ditTieiilt to establish a 
eunimon stain i.ii d for development. In fact, 
even if we can choose the indicators which 
con.stil'itcdi-'.i lopment.we must learn the 
internal corielation among these iiidica- 
lois and deii.iminc weights to lx- applied 
to them. 

II 

ICeonoiou- l)(‘vt‘lo|>nu‘nl uiid 
I '.ivironiiieiil 

Hefore inao t-oriented reforms began 
III iy7S. riiina s economy grew relatively 
fast Average .mnual growth rate in I9.‘i2- 
TSofgmsMloine.slicproduct (orilsequiva 
lent) is estimated to have been h.2 iicrceni 
(III |y!>7 yuaio, with construction, indiis- 
lr\ and iiaiispori proving the laslcst grow¬ 
ing sectors lUawski 19791. Dining 19!S2- 
7.f China's cxpoiis rose at an average 
annual rate of 0 per cent |Amsdon et al 
l‘>96|. Although China was still consid- 
eiccl a closed economv in this period, ft 
|XT cent is a higher rate than what some 
open economics achieved in this period. 

Stulislics for China have lung been 
\ iewed with scepticism by western econo¬ 
mists, so most Chinese data should lx* 
taken with a grain of .salt. Nevertheless, 
China's giowth ix'rformancc .seems in¬ 
controvertible It can be supported by the 
increasing living sianJards. In China, 
agricultural collectivisation has prevented 


the emergence of a class of impoverished 
landless labourers; the slate guarantees a 
minimum food supply; primary schwil 
enrninicnt is high: and basic medical care 
and family planning services arc available 
to most people. As a result, hunger, dis- 
ea.se, high birth and infant death rates, 
general illiteracy, and constant fear of 
destitution and starvation that haunt very 
p<x)r people in other countries have been 
mure or lcs.s banished. Life expectancy, 
w'hosc depenilencc on many other eco¬ 
nomic and social variables makes it prob¬ 
ably the best single indicator of the extent 
of real poverty, has increased rapidly. In 
1950, Chiii.i■ s Ii fe expectancy was .^6years, 
it was almost the same as the average level 
of the low- ineonie countries (35 years). In 
1978, It has risen to 64 years, and it not 
only far .suqnisscs that of the avei age level 
of kiw-incomc countries (50 years), but 
al.so surpas.scs that of the average level of 
middle income eountries (61 years). Fur¬ 
thermore, even in the poorest province, 
life expectancy is not f^ar below the av¬ 
erage for middle income countries | World 
Bank 1983, 1985). 

.Since 1978, China’s economy has en¬ 
tered a new developmental stage. Hco- 
nomic letorms and ojxming to the out.side 
world have brought progress in many 
aspects. The household responsibility 
system and partial lilx;ralisation of agri¬ 
cultural prices raised agricultural produc¬ 
tion and rural incomes, e.specially in the 
early years of reforms. Liberal policies 
toward non-state enterprises and a gradual 
intruduelion of market forces into the stale- 
owned enterprise sector provided a pow¬ 
erful catalyst for rapid gmwth in industrial 
oiilpiit, exports and employment, riie 
'open-door' policy toward trade and for¬ 
eign investiinnt supported brisk export 
growth. The monobanking system was 
broken up to eicatc a central bank separate 
from specialised hanks, and gradually new 
hanks and non-bank financial in.stitulions 
have been established. All these made 
rapid economic growth and social develop¬ 
ment possible. Average annual growth 
rale of real (IDP of China is 9.9 [vr cent 
over 1979-95, 11.9 |X'r cent over 1991- 
95: average annual growth rale of real 
(JDP per capita is 8.3 per cent, 10.3 per 
ecm over 1991-95; GNP per capita in 
1995 w'as I ..S$62(i; average annual growth 
rate of impoit and export is 16.6 percent 
over 1979-95, 19.5 jKr cent over 1991- 
95 i.St.ite Statistical Bureau 1996); life 
ex|X’ctaiK y at birth was 69 in 1994; infant 
mortality (per l.(K)() live births) in 1994 
was 30; adult illiteracy was 19 per cent 
in 19951 World Bank 19961. China’s value 
of human development index (IIDI) in 


1993 is 0.609, China’s rank of HDI in the 
world is the 108 [UNDP 1996J. China’s 
economic and social development com¬ 
pares well with the rest of the world 
(Table 1). 

China's economic development has been 
impressive, but the problem of the envi¬ 
ronmental degradation is becoming seri¬ 
ous. The term ‘environment’ covers the 
quantity and quality of natural re.suurces, 
renewable and non-rcnewablc, as well as 
the ambient environment, which is an 
essential element of the quality of life 
[I’anayoiou 1992a, 1992bl. As such, the 
environment is a critical determinant of 
the quantity, quality and sustainability of 
human activities and life in general, 
nnvironmciital degradation then is the 
diminution of the environment in quantity 
and its deterioration in quality. Tinviron- 
niental degradation in China can be ob¬ 
served from the following major aspects. 

(a) Air poUutitm-. In 1997, all northern 
cities’ average-day total concentrations of 
sii.six-nded paniculate matter across the' 
country in one year is about 381 iig/nv^;- 
for all southern cities it is about 2(M) 
ug/iii-^, which far surpassed the standard 
set by the World Health Organisation 
(WH()) of 60-90 ug/m’. Beijing, .Shen¬ 
yang. Xian. Shanghai and (juang/.lu)u lake 
pari in Global Air Monitoring. All these 
cities' average-day luial concciitrutions of 
suspciuled particulate matter air very high. 
In the world, there are 10 cities where 
particulate pollution is thought to be the 
most serious. China’s five cities arc among 
them. Out of the 600 cities of China, in 
less than I per cent docs the air quality 
meet the first class .standard of national 
air quality. In the winter, because of use 
of coal to heat houses, some noilhcrn 
cities’ tota' cunceniratioiis of suspended 
particulate have surpassed the warning 
standard. Air pollution has three principal 
man-made sources - energy use, vehicular 
emissions, and industrial production - all 
of which lend to inerea.se with economic 
growth unless adequate pollution abate¬ 
ment measures arc put in place. Coal i.s 
the major energy source in China, it ac¬ 
counts for about 70 per cent of energy, so 
that air pollution in China is caused mainly 
by the burning of coal. 

In addition to the excessive levels of 
particulate, sulphur dioxide concentrations 
are al.so serious in Chi na because of overuse 
of coal, which is a high-sulphur fuel. As 
a result, acid rain is becoming a common 
and frequent phenomenon in many re¬ 
gions. The area of acid rain now accounts 
for more than 29 per cent of the national 
land area. Ba.scd on the statistical figures 
of China’s acid rain monitoring system. 
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in 1997, China’s pH value range of pre¬ 
cipitation is 3.74-7.79 (The precipitation 
at pH value below 5.6 is called acid rain). 
The acid rain in China accounts for 92.9 
per cent of all the precipitation. In the 
middle of 1980s. the minimum value of 
urban pH value on average is 4.2-4.6; it 
is about 3.8 in the 1990s. 

With increasing automobile u.se in ur¬ 
ban areas, air pollution caused by auto¬ 
mobile exhaast gases is becoming serious. 
This is indicated by Guangzhou and 
Shenzhen, where air pollution caused by 
automobile exhaust accounts for about 50 
percent of total pollution. There are nearly 
a million automobiles in Beijing, one 
quarter of that of Tokyo, but the air 
pollution caused by automobile is more 
serious than that of Tokyo, because there 
are different standanls of exhaust gits which 
can Ik cli.schargcd by automobile. Beijing's 
standard is far lower than that of Tokyo. 

(b) Water pollution: Some 27 billion 
(nuns of industrial wa.ste water is dis¬ 
charged throughout China, yet less than 
31) [Kr cent is treated and only a fraction 
receives more than pre treatment. Rxeept- 
ii!g the interior rivers and larger reservoirs, 
most of China’s water resources are pol¬ 
luted. The problem of water pollution is 
more serious in urban areas. 

riiere arc seven large rivers in China: 
the Yangtze, the Yellow, the Huaihe, the 
Haihc. the 1 iaohe, the Zhujiang and the 
Songhuajiang. Among them, the Huaihe, 
the Haihc, the [.iaohe and the Songhuajiang 
arc most seriously polluted. For example, 
there are 170 tributaiies in the Huaihe 
river system, the colour of the water of 
80 per cent of these tributaries has changed 
to black and giccn, more than a half of 
these Iributaries have lost their usage value. 
Because of this, in this area, many facto¬ 
ries liavc had to slop production. One 
tremendous pollution accident happened 
in the Huaihe in July 1994, when 2(X)- 
million cubic metres (m *) of waste water 
was discharged to the main .stream of the 
Huaihe river pol luting about 70 kilometres. 
As a result, supply of drinking water to 
1.5 million people was affected and .300 
thousand people had not got drinking water 
for nearly two months. The supply of 
drinking water depended on help by the 
army and local government. The direct 
economic loss cau.sed by this accident is 
more than 200 million yuan. 

The Yangtze is China’s largest river, in 
terms of the length it is the .second river 
in the world. The annual flow of the 
Yangtze river is 1,000 billion m', annual 
waste water discharge into the Yangt/x: 
river system is more than 14 billion m^. 
It accounts for 14 per cent of the annual 


flow of the river, and for 40 per cent of 
the total national waste water. At pre.sent, 
the Yangtze river has a great ability to 
clean itself thanks to its laigc flow, w'atcr 
quality is still not bad, but the trend cau.ses 
concent for the future. 

In the Yellow iiver sy.stcm, the waste 
water discharge is incrca.scd day by day. 
In the beginning of 1980s. annual waste 
water discharge was about 2 billion m-\ 
currently, it has increased to 3.3 billion 
m-^. 

(c) Soil degradation: Soil degradation 
usually includes three aspects: dcsertifi- 
cation, erosion, ami salinisaiion or water- 
logging. China is one of the countries in 
which .soil degradation is the most senous 
iiithcvvorld.The.iivaofsoildcgradation ac¬ 
counts for about one-third of the national 
land area. Because of various rca.sons, stiil 
degradation is still expanding. It is esti¬ 
mated that the aiea of desertification on 
average wiisabout 1,56t)square kilometres 
annually from 195(Jslo I97()s.ltexpatidcd 
to about 2.100 square kilometres during 
1980s. At presi-iii, 400 million (teoplc are 
affected by soi I degradation, the economic 
losses caused by soil degradation are about 
16-25 billion yuan annually. 

(d) Ixiss oj biodiversity: Biodiversity 
loss is usually understootl to occur when 
a species becomes extinct, it is not known 
how many species exist. Some 1.6 million 
.species have been identified | Mycis 19791. 
Myers (1979) gives an estimate fora total 
number of 10 million species. Simon and 


Wildavsky (1993) cite a range fmm 3 to 
10 million. Ehirlich and Hhirlich (1992) 
give an e.siimatc of 10 million, from a 
range of 2 to 50 million. Viiomsek et al 
(1986) give a range ol 5 to 30 million for 
the number of animal species. Given 
uncertainty over the numlrer of species in 
existence, estim.'itcs of rates of species 
loss arc id.so clearly speculative in nature, 
and again a wide range can be found in 
the literature. Myers (1979) gives one |XM 
day for 1979, one per hour for the late 
1980s, and a total of I million in the last 
quarter of the 20th century. .Simon and 
Wildavsky (1993) cite a 1980 estimate of 
51K).(MM) to bOO.OtX) species losses for the 
last two decades of the century. 

In ('hina. Because of enviioiimeiital 
pollution and ecological system daiiuqte. 
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aiiimuK and plants which aic threatened. 
Tliis is higher than that for the world on 
average, which is 10-15 per cent. The 
International ’Irade Convention on F.n- 
dangeri-il .Species ol’ Wild Animals and 
Plants hst.s 040 endangered species of 
animals and plants, among them 156 are 
in China, which accounts for24.4 percent, 
fahle ? shows that threatened .species in 
China accounts lor almost 10 per cent of 
the total thieatened .species in the world. 

Ill 

Causc.s of Knviroiiiiiciital 
l>e}>radutioii 

IxonoiniL growth in China is accompa- 
tiied by envaonmenlal degradation. Can 
we say that ecuiiomie growth is the cause 
of eiivironti'cmal degiadation? 

The relationship between growth and 
enviioiiitieivaKlegiadalion, in iccent years, 
liasbeeiulcscnhcd asaninvciledU-shapetl 
eiiiseknowntisthccnviioninenlul Kn/nets 
ctiive. The hvpoihesi.,, which has been 
supported by data collected Irom both 
ilevciopcd and developing eouiitries, is 
that the level ol cnviuiiiiiiental degrada¬ 
tion first rr.t-s, duo to inadequate attention 
to environiricntal eoncerns. and then falls 
as mote ivsoiitoes aiul gio.itei aticiilion are 
given lo onviiuiimenlal eomerns. 

'ITiC hyiKiiiiesis was put loiward by 
Panayirtou and Rogers in 1092. They, 
woiking imiopendeiitly, conducted em¬ 
pirical siuil;-'. baseil on cross-sectional 
data Imni .i sample ol developed aiul 
developing f nintrics and each canic lo the 
conclusion 111.11 depending upon the na- 
tuic of the ciiviioninental problem, there 
IS variation in the critical per capita in¬ 
come level ai .■ Inch tiie environnienlal 
siniution bug us to improve. 

Rogers (lo./j), using World Bank data 
and souicc. idciuified .$.C0()0 as the criti¬ 
cal pei cepita iiicoine level at winch sulphur 
dioxide (Su),) emissions in major cities 
deciea' c. Rogeis suggc.sls that analysis of 
long imie senes lor the emission rrf one 
polluiant. e g. .SD,. lor a given eouniry 
may inilieate that the initial oriising limb 
ol the curve represents the environnienlal 
history of that eouniry during its ilcvcl- 
opment phase. Theiv aic many eoiinirie.s 
ill which us GNP per eapila increases, 
ihcre is more capital available lor envi¬ 
ronnienlal puqw.ses .and there exists gi eater 
public awareness of environmental issues, 
siteh that in general the eiiviionment 
improves. It is also suggested that the 
cniisMou uf SO, lor the same level of per 
capita income dec lines with time. Fnirlhci- 
rnore, as technology coiuiiiiies lo advance, 
environmental impiovement is attained at 
a relatively lower eo.si. 


Panayotou (1992a) goes further to c.s- 
tablish an empirical relaUon.ship between 
economic growth and deforestation (as a 
measure of cnvironmcnlul degradation) 
taking sample data from developing coun¬ 
tries of the tropical zone. An environmen¬ 
tal Kuznets curve wxs derived using or¬ 
dinary least-square regression technique. 
The analysis reveals a maximum rate of 
deforestation of 3.5 per cent that occurs 
at $82.3 ONP per capita per annum; l>e- 
yond $823 the rate declines slowly. At 
$3,226 per capita per annum the rate is 
still a high 2.6 per cent, which could be 
denned as the ecological threshold rule. 
Panayuitou found that the critical level of 
fter capita income is the same as ob.served 
by Rogers (i c, $3,000), the inaxiniuin SOj 
emission of about 0.055 tonne per capita. 
A third study by Grossman and Krueger 
(199It found .SOt concentration and pci 
capita income positively cvirrelatcd up to 
pcrcapita income level of less than.$5,rK)0. 

If the above hypothesis is true, we want 
lo know why environmental degradation 
is becoming serious as GNP per capita 
rises. Pul another w ay, what arc the factots 
which cause the environmental degrada¬ 
tion during the economic take-off stage? 
r-'orC'hina, the major reasons are as billows. 

(1) Inilu.strioli.uitioii xtratcftv: China’s 
laige-scale socialist economic cunstiiic- 
lion started in the early 1950s. At that time. 
China's economic bases, especially die 
induslrial bases were very weak. There¬ 
fore industrialisation has hcen viewed as 
an i.ivcrw'lielining developmental objec¬ 
tive since that time. In orderto accomplish 
industrialisation as soon us possible, a 
large amount of resources were allocated 
into the industiy .sectors. A iiiajor part ol 
resources weic allocated into the heavy 
industry, such .is iron and .steel, machinery 
and cheinicul industry. Little attention was 
paid to cnviionnicntal protection and 
capital invesimeni forenvironinenlul pro¬ 
tection was very small. During the period 
of the Seventh Five-Year Plan (1986-90). 
the capital invcslmcnt used for controlling 
environmental pollution was 47.6 billion 
yuan, it accoiinis for 0.7 per cent of GNP. 
In the liighih Five-Year Plan (1991-95), 
capital investment for controlling envi¬ 
ronmental pollution was 130.6billiunyuan, 
it accounts for 0.73 percent of GNP. For 
devclo|)cd wouniries. if capital investment 
for protection of the environment teaches 
1.5 (lerceni of GNP, and modem scientific 
technologies are used, enviionnienlal 
pollution could be controlled. If it reaches 
2-3 |X’r cent of GNP, the environmental 
situation can be improved. 

l2) Industrial structure: As is well 
known, with economic development, the 


proportion of secondary sector (manufac¬ 
turing industry) in the national economy 
as a whole rises gradually. It is obvious 
that environmental pollution caused by 
secondary sector is more serious than that 
caused by the primary and tertiary sectors. 
Within industry, environmental pollution 
caused by heavy industry is more serious 
than that caused by light industry. It is one 
important characteristic of China's 
industrialisation that the development of 
heavy industry was given high priority. 
The pro|)orlion of heavy industry in the 
whole industry has been more than 50 per 
cent for a long period of lime, in .some 
years it reached 60 per cent. F.nergy in¬ 
dustry is an important purl of heavy in- 
dusliy. Coal industry is an importuni part 
of energy industry. China's energy mainly 
depends on coal. Relative lo oil, natural 
gas and electricity, coal is heavy pollution 
energy. Air pollution in China is cau.scd 
mainly hy the burning ol coal. 

(3) Sciences and technology lag: There 
is a big difference between the teciutologi- 
eal levels of China and the developed 
countries. At present, in China's industrial 
equipment production, a coiisiderahic 
|x»rlion of technologies arc still at the level 
of the 1960s and 1970s or even cailicr. 
Only lot about 15 per cent of (moccssc.. 
has the icclinological level reached or 
nearly reached current international .stan¬ 
dards. Only for nboiil 25 [)er cent has the 
technological level reached a domestic 
advanced level. Bceau.se of technological 
backwardness, the re.source consumption 
is bigger and the efficiency of resource 
use is lower. China's energy consumption 
per unit GNR is 3-4 times higher than that 
ol developed countries, the amount of 
energy consumption jx'i' unit for iiiajoi 
indii.striul pixMlucts is on average 40 per 
cent higher than that of developed coun¬ 
tries. 1 he utilisation ratio of energy on 
average in China is only about 30 per cent, 
however in developed countries it is more 
than 40 per cent. The utilisation ratio of 
mineral re.sourccs in China is only about 
30 per cent, it is far lower than that of 
devclopcxl countries as well. Because of 
technological backwardness, there arc 
about 50 million tonnes standard coal 
wa.stcd in the process of generating elec¬ 
tricity every year, it prcxiuccs more than 
1.4 million tonnes sulphur dioxide, 16 
million tonnes particulate. There is more 
than (vOmillion tonnes standard coal wasted 
in iron and steel production every year, 
which prixiuces more than 0.93 million 
tonnes sulphur dioxide, 8 million tonnes 
particulate. China's water re.sourccs arc 
scarce and there is a shortage, especially in 
the northern areas. But thcproblcnxjf water 
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waste is veiy serious. The ratio of water 
reuse in industry on average is only 60 per 
cent (excluding township and village 
industry, if these are included the level will 
be lower). However in developed coun¬ 
tries it is about 70-80 per cent on average. 

(4) Rural industrialisation: Over the 
past 18 years, ‘own.ship and village enter¬ 
prises have emerged as the most dynamic 
element in the Chinese economy, but also, 
these have polluted the local environment, 
particularly drinking and irrigation water 
near food-growing areas. A comparison 
between the environmental impact of 
township and village enterprises and all 
industrial enterprises found that the ratios 
of waste water discharges to output in 
food pnK'essing. textiles and pulp and 
paper industries were higher for township 
and village enterprises than foi all indus¬ 
trial enterpri.scs in three of five citn s under 
study IWorld Bank I992|. 

(5) Government failure: fiovernmcnt 
inlerveniion in the economy, such as ]»rice 
controls and subsidies, is a common eco¬ 
nomic phenomenon in almost every' coun¬ 
try. Many natural resources are priccdcvcn 
below marginal private costs. Price con 
Irols are common for two main icasons. 
First, the price of essential goods must be 
low to benefit the ixmrcst members of 
society. This explains why food and en¬ 
ergy are frequently siibsiihscil. .Second, 
keeping the price of inputs low is thought 
to eneourage industrial and agrietiliuial 
activity If’carce and Warlord. 199.11. Tins 
c.xplains why the price of feitilisers, irri¬ 
gation water, and energy is generally 
controlled. Other policy considcr.iiions, 
such as protecting employment, also cau.se 
prices to diverge from efficiency prices. 
One effect on environment of this under- 
pricing is to induce people tooverconsume 
that pioduct, and hence vv'aste resources 
used in its production. 

F-ncrgy prices in China have for many 
years been heavily disioited and in many 
cases set at levels well below the marginal 
costs of production. Table 3 shows that 
in 1985 the state price of ccial was only 
about one-third of its market price. The 
price situation of crude oil and fuel oil was 
similar. Low prices of energy have en¬ 
couraged w.'isteful consumption and the 
continuance of inefficient technologies in 
both energy production and use. 

(6) Market failure: In the market 
economy, the price is determined mainly 
by the relationship between supply and 
demand. In principle, if the allocation 
efficiency of a resource can be maximised, 
the highe.st level of social well-being could 
be achieved. But as a matterof fact, markets 
tend to ignore costs (and benefits) that 


accrue to third parties from the actions of 
the two parties engaged in an exchange. 
For example, the buyer and seller of a 
packaged good do nut consider that the 
packaging material must be disfKised of 
in .some way. The costs of garbage col¬ 
lection and disposal scheme, if one exists, 
are not rellccled in the price of the. pack¬ 
aged good, and someone else - the focal 
or national taxpayer - pays that cost. If 
no organised collection and disposal 
scheme exists, the garbage is siinjily dis 
posed in the cinironment as litter or 
roadside waste oi in unregulated landfil! 
tips us waste. In economic terms, the.se 
costs arc external effects. External bene¬ 
fits are possible I'ut tend to be less com¬ 
mon than external costs. External effects, 
or extenialiiics, .iie markets failures, that 
is, they are a disti.rlion arising because 
markets fail lo liinetion efficiently. 

Market failure is one important reason 
that govenimenis inierxcnc in the economy. 
In theory, govetninenis have the means to 
force approximate adju.stments for exter¬ 
nal cost. For ir.stanec, they can raise 
gu.soline taxes n > account lor air poliut ion, 
congestion, and iioi.se caused by vehicles. 
Unfurtunalcis. bee.m.sc of institutional or 
information tailiiresgovcminent interven¬ 
tion is not alw.-i V s efteeiivc, in other words, 
government lailuic exists. Therefore 
market failine cannot he avoided. /\s long 
as market ladiire cxi.sts, it is (visible that 
people puisne individual profit m.iximis- 
alioi! at the expense of environmental 
degradation and stK-ial costs. 

IV 

Policy Sugge.stioiis 

Sustainable d'jselopmcnt is determined 
by several factors: economic, social, and 
cnvironnieiital. .Among them, the environ¬ 
mental factor i;. the most important. If the 
cnvironiiicnt is damaged, it will be im¬ 
possible to re.ihse sustainable develop¬ 
ment. 

From the long-term perspective, eco¬ 
nomic growth IS the most effective means 
to protect environment. According to the 
em'ironmcntal Ku/ncts hy[xitlie.sis, it is a 
reality that even with full integration ot 
cnvironnieiital consideratiuns into dcvel 
opment project.. environmental degrada¬ 
tion is likely to occur during the economic 
take offstage It is estimated that to over¬ 
come the ncgaii V eeffcct of initial develop¬ 
ment efforts m a predominantly agricul¬ 
tural and forestry-based economy, GNP 
.should reach at least $8fK> per capita. 
Between $8()(i-3,(XM) per capita, the rate 
of deforestation drops, but air pollution 
in major urban :i>id industrial areas would 
continue to worsen as the country moves 


from an agricultural to an industrial eco¬ 
nomy. At |ier capita income of about 
$.),00l), levels of air |xrllution begin to 
decline IJaial 199.3]. 

China is a developing country. In 1995, 
China’s GNP per capita was only about 
$620, it had not yet reached the minimum 
level of GNP per capita at which some 
aspects of the environment begin to Ik* 
improved. Thcieforc. in the near future it 
is alino.st impossible to avoid effectively 
cnvironmeiiiat degradation. With eco¬ 
nomic development environmental dete¬ 
rioration can still be cxjvcted in China. 
Ha.sed on the environmental Ku/.nets 
hypothesis, the eiivironniental degrada 
tion may Ix' a temporary phenomenon. 
Once the countries reach the critical level 
of per capita iiiconie, the economic foiees 
and public outcry agaiii.st cnvironnieiital 
degradation w-ill eventually lead lo cones 
live action, riie most important task snould 
be to accelerate ccoiioiiiic gniwili. Accel 
crating economic growth is a basic str;i- 
tegic option to overcome the problem of 
environmental degrailation, ami lo ix’ali.se 
sustainable economic development. 

For environmental protection poveily 
alleviation is .ilso a siiatcgic .goal. For 
(■Krveily alleviation, economic growth is a 
necessary condition, but not a .sufficient 
condition.' Tlierefi'ic, in the process ol 
economic growth, we shouki adopt some 
measures to fairly allocate income, and 
alleviate poverty. .Since I99H, Chinese 
government has launched a'argcicd inter 
venlion piogrammc. widely known as the 
8 7 plan, to lift the remaining 81) million 
poor out of poverty by 2(KKJ. Besides ab¬ 
solute poverty, relative (loverly als'i needs 
lo be tackled. 

Economic giowth is an effective means 
to (iroieci environment, but it also caii.scs 
enviroiimenla! degradation, e.s)iecially in 
the economic take oil stage. Theielore il 
we wan for economic giovvih to play an 
ini|x>rtaiu lole. in the (irolcction ol envi¬ 
ronment, the environment may be dam¬ 
aged iireveisibly. f'conomic gun Ih will 
be undermined as well. In the shoii luii 
here are two ty|H-s of measures: one is 
economic iristrunieni; the other is "overn- 
inent regulation. 

With (3iina's market oricn'.eil relorms 
dceix'iiiiig, more economic "istanncnts 
should be used in eii\ iiomnental (irotec- 
lion. Ixonomic ll!snllnu'nl.^ may include 
charges, subsidi'.-s. deposit leliindsystem, 
market creation, and financial enforce¬ 
ment inceiiii ves | ()pscluKii atid Vos 1989]. 
Thepericet m.irket economic system, legal 
framework and munageinenl system lor 
environmciital protection are the es.scntiul 
piercquisites so llial the economic instru- 
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mejits can be implcmonieil cffeciivcly. 
Althoiigb ( hina’s markct-nrienlcci reli)rms 
have mailc g(M)cl projircss, the objective 
ol esiabiishini: a socialism market system 
is not yel realised, (here are many impel 
lecl iisiieels in the market system. 

In enviionmentul legislation and man- 
ageiiieiu, China lias made many endeavours 
in the past two decades. In the early I98()s, 
t'hina made environmental protection one 
ol' its basic state policies, and adopted the 
stiates'.ic policy which requires simulta¬ 
neous planning, carrying out and piomot- 
ing eci I'loinic development, urban and niral 
eonstiuction and environmental protec¬ 
tion, and aims at a coinhiiiation of cco- 
nofiiic, social and ein iionincntal benefits. 
'I'hice inajoi enviromncntai policies - 
[ircveiition as fust piiority and control 
measures combined with |)revcntion. the 
polluiei takes the responsibility foi pol 
liilion control, and ..ticngthcniiig environ- 
ment.il management ■ were adopted; eight 
rules were tniiiHliiced. sueh ;is 'three si 
iiHiltaneity' (the pollution Csmtiol f.icili- 
ties should he designed, hiiili and put into 
o[K-!alii>i) siiiuiltaneoiisly with the princi- 
|i:il part 111 tlic|'iojeei), pollutant discharge 
eliarges, the responsibility system for 
.ielue\ ing environmental goals, quantita¬ 
tive esamin.uion of comprehensive im¬ 
provement of uiban environment through 
indieuiois. pollution emi.^sion lieensing, 
poiliiiion control within a fixed time, and 
ceiiliiili.edcoiitiolol pollution, l-'ighl laws 
related to icsmirce protection, .such as the 
l-aivironiuent Protection Law. Marine 
I’liviromnental Pioteetion Law, Air Pol¬ 
lution and Control I aw. Water Pollution 
Pievenlion and C’oiitrol Law. and other 
.KKinatiimaleiniiomiiental standards have 
al.so been formulated and issued. Lnviroii 
mental authorities were established at 
ceiitial, piovmcial, municipal and county 
levels ol goveniinenl. 

llovvevei. I'oi many years, many local 
governments and ileparlments have been 
following die iraditioiuil development 
strategy vviiieli primarily rely on the re¬ 
sources input. Attei'tion was oftini given 
;c) the .speed and quantity of development 
rather than to cfticieiicy and quality. 
Theicfore, gcnerallv speaking, environ 
mental proieeiiori was not given mueh 
atieiiiion, the laws of environiiicntul pro 
tection were not carried out effee'ively. 
Harsh tncasuas were ncctled. In ptyo. 
more than lO.tXXIsmulipapenniils.chomi- 
t al lilants, cement plants were close i down 
by the Chinese government because of 
heavy poiluiion. Market alone vsould not 
have done this. 

The protection of environment is just a 
means, the objective is to lealisc su.stain 


able development. The objective is to 
improve the quality of life and welfare of 
human beings. From this perspective, 
strictly controlling population growth is 
essential. First, environmental degrada¬ 
tion is cau.sed mainly by human produc¬ 
tive ticti vit ics. It is obvious that the .smaller 
the population, the lower the environmen¬ 
tal degradation .Second, the same amount 
of resources can yield better .standard ol 
living for lower people. 

The notion that a society's population 
growth progresses in three stages is well 
known. In phase one, called the premodem 
phase, ferti lit V and mortality arc both high, 
so iKipulation growth rate is low. Phase 
two has two parts. In the first, the death 
rate drops quickly, but the birth rate slays 
constant i ii even rises, so population gniwt h 
rate is high. During the latter part of phase 
two. fertility declines faster ihan niorlal- 
iiy, so population grow'th begins lostabih.se. 
I'tia.si three is marked by a stable popu¬ 
lation at a high living standard, which is 
Mipponeil by low biilh and death rates, 
and high life expectancy at birth. The 
demographic transition is mainly deter¬ 
mined by svK’io-cconomic factors such as 
technical advances in public health and 
medical care, rising levels of education, 
real income and life expectancy levels as 
well as higher female labour force oartici- 
palion rales. 

In terms of China’s current .socio-eco¬ 
nomic situation, population growth may 
still be in the first part of phase two. It 
means that vvilhoul strict family planning 
policy. I.'hina’s population growth rate 
w ill be much higher than now. Tliat would 
create many diffieuliics lor environmental 
pioteetion and sustainable development 
III Cl'.ina. In tact, although the family 
planning policy in China has been strictly 
■carried out, current population still in¬ 
creases by I i-l.*) million annually. Cliina 
aceount.s for 6..'5 per cent of the earth’s 
land surface but is home to 22 per cent 
ol the world’s population. Per capita 
farmland is about 0.08 hu. the third lowest 
rale in the world after Rgypt and 
nangladc.':h. Per capita water stock is 
24 70 nv^, or about onc-quarterof the world 
average (Amsden 19961. Because popu¬ 
lation increases without a coneoniiiani 
inerca.se in resources to care for moie 
ivople, higher population will bring greater 
pressure to environment. For example, 
many larmcrs and herdsmen in far-off 
areas, |iicssiircil by shortage of fuel, have 
to resort to felbng tiecs or digging up the 
remnant grass or bushes in the wilderness, 
thus further vlamagmg the already fragile 
eeo-environment and accelerating the 
desertification of grassland in northern 


China fCESP 1992], For this reason, in 
order to realise sustainable development, 
China should continue with its family 

planning policy. 
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Globalisation, Liberalisation and Vulnerability 

India and Third World 

Amiya Kumar Bugchi 

This paper examines the policies which have prnnwted the globalisation of the Intlian n onomy locating 
it in the context of policy-induced but fragmented globalisation under nvjv in other south Asian countries. 
It further notes the consequences of badly regulated financial markets in India anJanal\ses India 'x experience 
with the equity markets. The author concludes that the neoliberal regime in India has so far failed lo improve 
the macro-economic management of the economy and to achieve a belter level of macro-economic capability. 


1 

Globalisation as Process 
and as Policy 

Tllli word ‘globalisation’ hasiK'cn tortured 
and made lo assume inaiiy iliffcrenl 
meanings since the time it was invented. 
At the risk t)!adding to the Iragmontation 
in its connotation we can distinguish 
between two iliffcrcnt generic classes of 
meanings attributed to it. One is the spiead 
of human civilisation, artefacts, insti¬ 
tutions, patterns of Iiving,infonnation and 
knowledge to span the planet earth (and 
the stratosphere surrounding it). The other 
is a policy deliberately aimed at spreading 
certain institutions, modes of doing 
business, producing and trading 
commoilities, services and intbrmation 
aerossall the stales of the worlil. An analyst 
can trace the poK'ess of globalisation in 
the various senses of the first generic class 
without accepting the agenda implicit in 
the second class. 

following the usage of other ainilysts, 
we can distingui.sh thcfollowing siilx'lasses 
included in ‘globalisation’ in its analytical 
sense. First, there is a spread s)f inter 
national trade in goods and ‘commodities' 
in the Mar.xian sense (the latter aie 
distinguished by the fact that they are 
produced with the help of inputs traded 
in the market and are destined primarily 
for sale). Secondly, people migrate from 
one country or region to another, 
temporarily or permanently. Thirdly, 
money or means of payment are exchanged 
on lui increasing scale between different 
countries or regions (when different 
regions within the same country have 
dii^ferent media of exchange, as happened 
in India under British rule until the eve 
of the first world war). Fourthly, capital 
flows from one country lo another lo help 
produce goods and services. Fifthly, 
finance - not necessarily linked to the 
production of goods and services - flows 
between different countries. Sixthly, 
transnational companies arise which 


inca'asingly engage in the activities listed 
.so far. Seventhly, technology is traded as 
between diffcreiu countries. Increasingly, 
with the spre.Kl of the patent regimes 
governed by the Paris Convention as 
modified bj ihe piovisions of the World 
Trade f)rganis:)t:on. frontier technologies 
take an iiieivasingly proprietary form. T'le 
eighth aspect o! globalisation is the spread 
of print and electronic media. The ninth 
aspect is the growth in international trade 
and production of .services of all kinds - 
shipping, insuraiiee, banking, healthcare 
and, of course, finance.. As is clear from 
this list, the categories sometimes overlap, 
but if we do n.ii list them separately we 
arc likely to miss out on the niuililaeeied 
nature of gloli.ihsalion as a process 
Asinthee.isv ol othcras|TeclM>fcapitalist 
development. I’lobalisation also displays 
many feature' of combined and unequal 
development 'I he growth of international 
trade may be sain' to he the earliest feature 
ofthe process'll commercial inlerna'dona- 
li.sation. It has. howevei, often been 
associated w ith an exchang*; of money :it 
a fa.st pace, atid alsi' with migration of 
people. Foi c.sample, in the three centuries 
aflertheFuropciins’ discovery of navigable 
routes fmm I'luope to the western 
hemisphere ati.i around Alriea to Asia 
commodilios iiavellcd mainly fiom Asi.i 
to Ruroix', siher from the Aniciicas to 
F.uropc and tlience to Asia, and enslaved 
Africans w'crc subjeeted to forced 
migration lioiM .Africa lo the Americas 
Within Europe itself, before the Netlier 
lands became imlustrialir.ed enough u. 
attain the slai'is ol a leading commodity 
producing nation, it became ihe financier 
of liuropear. w.us and the economic 
progress of ctmijicling nations, especially 
of F,ngland, am! liiercby helped hasten its 
own ceonomic ond political decline. Wc 
can priKlucc a chronology <if stages oi 
globalisation, fiom increasingcommereia- 
lisation of a t'asieally scif-stiffieieni 
economy ihrouga its increasing insolvc 
meiit in inlern.ttional trade flows and 


atleiidanl specialisation in particular 
branches of production, to its involvement 
in llowsol'port folio and direct investment, 
loiisintegraiioiiin inleniaiionalproduciion 
stnietuies through an increasing tempo of 
exchange ol inputs as bet ween firms (olieii 
affiliates of the same lirnis), to the 
ineieasing domination ot its priHlueinm, 
exehaiige and banking sirueiurc by Hans 
national non-financial eoiiioralions -.ad 
transnational bunks, and finally to its 
entanglement in .seemingly uncontrollable 
flows of finance across its borders | Bagclii 
lyydj. But lliis evolutionary sequeiuv is 
neilhei iinear nor inevitable lu'r ii 
reversible. In the ease ol India and llic 
iiiteiiiatiois'il economy as a whole ihe How 
ofiniemationalMadehadaeceii-iaied lr('in 
the lS70s U’ l‘>n and had deceler.iled 
from the middle of Ihe lb70s [Hagehi 
l')‘)3|. In India’s ea.se. howevei, (he ralw 
of loreigii (ride to nalional meome tended 
also to decline over the period from the 
lOStls It) the early iVVOs, but it increased 
slowly again from llie late lH70s. 

The ebb and How in the eoinponents of 
different aspects of iinolvemeiii ol a 
nalional economy in inteinational trade, 
prod’iction .■inJ (inaiue aie inlluciKetl 
siraiglv hy hio.id devvlopiiiciits iii Ihe 
mternaiionaleeon'>iiiy tiSwellbydomeMie 
ptiheies. For example, foreign trade was 
used trom Ihe beginning of Hriii.sli rule as 
the chief conv eyor bi'll for the rcr..'!i.in' e 
ol the iiibuie extracted fiom the iadiaii 
empire to BiiUiin. But its imporiam.e as 
llie lransmis.^lon ineeh.in! .in lor ihe 
extracted tiibute gievv in the perii:! ol Ihe 
spread of the gold stand.ii'l t > i'le 'iiajoi 
industrialising ceonomie. o! the North 
Atlantic and the ;iiceler;lii ii in the rates 
ol growth ot then ii.ii.-'i-i! I'Kome and 
rcsuliiii" dem.!').i i-i: inJusiria! inputs and 
primary commodities C’onlranwisc, the 
worldwide -depiession in trade in 
ag'ieuitiiral piodaets which sci in lioin 
l‘/?.6 I'i e, s.ime years before the Groat 
Depre.ssii in starting in 1020^ baiHy affected 
Indian exports. Again, Ihe rise in the latio 
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of Indian foreign trade lo national income 
in the late IVVOs was much less induced 
by policy than by devcloptnents in the 
world economy and es|x*cially by the 
growth ol demand for Indian exports in 
west Am:i and some oihci oil-exporting 
regions. Howevci. global recession in the 
eai ly I bSOs brought di iwn the share again. 
In IhS.'i 8b, the share of India’s exports 
to India';. (JI)P was 4.7 per cent. The 
eonesponding Hgiiro rose to b.S per cent 
on the eve of the spate of liberalisation 
inea.siires adopted in June-,Iulv 1991. The 
share of e.sports lo Cini’ rose to 10..'^ per 
cent III I99<i 97,l)uthasstagti!iledalarounvl 
that level m the l.isl two years, with a 
slowdown in the giovvih ol both exports 
and national income. 

What then arc the policies wliich have 
promoted the glolialisalioii of the Indian 
eeoiii.iiiy in its various aspects in recent 
years? Viiniallv all the elements of the 
policy of economic hbeialisaiion which 
stalled III an attenuated form in IbS.*; but 
was adoptcii as official juiiicy stance from 
1991 liavcjiromoiedgkitialisatioiiol liuliaii 
capitalism m all its aspects. \Vc devote the 
iievi section to a rapid sketch of these 
policy measures, 

II 

‘Keonoitiie Kefornis’ in Indin since 
I9K0S uml Its Ke.sull.s 

In liulia.iianly as a legacy (tom the days 
.>f the second world war and partly a.s the 
ouicon.c o! moves to lattoii scarce 
re.sourecs and direct them to |daimcd uses 
and lo curb the powei and the socially 
damaging hchaviourof foreign capital and 
nioiiopoly houses, a numbei of regulations 
sought to delimit the fields o| opctatioii 
of the jirivatc and the public seclois, 
allocate investment and finance, and 
c'oniiol the iiillow and outflow of lorcign 
fimils. i-ioin the late 19"'0s, however, some 
ol these ir-eidaiiuiis were icla.xci! aiul the 
lorcigii c'xclunig.* value ol the rupee was 
allowed to di -n ilownvvard on a crawling 
peg basis III !9S| liidia obiameci an 
Ivxicndcd ^•UIulmg l ac.lily credit of .SDR 
.■v hillioii from the IMf. but did not draw 
die lust instalment of the loan and no major 
changes i«xik phicc m tbcaiiay of policies 
pursued by the govermnent ll.ivvevcr, in 
198.^ began a scries of moves vvbicli 
essentially amounted loan expansive, del It- 
dependent fiscal ptdicy directed at 
siimulaimg the growth of the economy 
I lor a cleseripuoti of the policy change:, 
sec D.iUa 'o92-, Hagchi 1995, Section 5 
and Nayyar I99(i, cliapiers 2 and 31- The 
changes ctlccied m i9S5 covered all the 
major fields of regulation except the capital 
market. The rigour of the Monopolies and 


Restrictive Trade l^raclices Act (1969) was 
considerably reduced, making it virtually 
irrelevant as fai as the expansion of mono¬ 
poly hou.ses was concerned. The govern¬ 
ment encouraged foreign investment into 
many areas which had earlier been barred 
lo the latter. It considerably liberalised the 
imports of capital goods and materials, 
e.spccially ol those needed for large piojecis 
in electricity generation, and in industries 
utilising natural gas and oil. Along with 
these moves, the burden of taxation on 
high-incvmte and propertied groups was 
considerably lessened. The government 
resorted to higher and higher do.ses of 
defieif financing lo defray its expenditures 
and this led to a rapid uccumulatiuii of 
inlet nul, tind even more ominously, ex- 
lern;il, debt. By the beginning of 1991, 
India wa.^ faced with the prospect of de¬ 
faulting on her debt obligations and accor¬ 
dingly being unable lo secure even short¬ 
term loans except on very onctous terms. 

la June July 1991, in order to restore 
coiindencc among India's debtors and in 
the rupee, the government entered into an 
agieeineiil with the IMh' for a stand-by 
first tranche credit of SDR 551.93 million 
(about US $ 7.84 million) and drawings 
under the vompensatory and contingency 
financing lacility totalling the equivalent 
of SDR 1352 million (about US S 1,847 
million). Later in the year, the IMFgrantcd 
another staml by credit authorising 
drawings upio the equivalent of SDR 1 ,b5() 
million (about I'S $ 2,262 million) (Inter¬ 
national Mivnciary Fund, Press Release 
No 91/()4. Oclobci 31. 1991). In accor¬ 
dance With the menmrundum of under- 
standing reached with the IMF, the 
government of mdia carried out a series 
of policy reforms. The rupee was devalued 
by aoout 24 per cent. Initially a dual 
exchange rate was introduced, u low'cr nite 
being obiainiililc by expitrters for their 
requirements By me begimiing of 1993, 
the enrreiicy was mavlc convertible for 
current account iiansactions and the two 
rales wore unified. Quantitativcrestrictions 
on imports were moderated or removed 
altogether, and import tai iffs wcie brought 
down across the board. Earlier restrictions 
on ft reign investment were done away 


with and a Foreign Investment Promotion 
Board was set up in order to attract foreign 
capital. 

internal deregulation accompanied these 
changes in the foreign trade and payments 
regime. Many of the industrial sectors 
which had been earlier reserved for public 
enterprises were now thrown open to the 
private sector as well, 'flic government 
sold off large proportions of shares in 
public enterprises to private purchasers, 
including mutual funds and foreign 
financial institutions. The system under 
which firms had to seek permission of the 
government for cstublishing new enter¬ 
prises above a certain size or investment 
above a certain limit was abolished, except 
for a specified group of industries. The 
provision under the Monopolies and 
Restrictive Practices Act imposing re¬ 
strictions on investment and production 
on firms of groups with assets above Rs 
one billion was abolished. 

A degree of financial libcrali.salion 
seeking to uni fy capital and niuiiey markets 
was alsoeflccicil. Coniiol over new capital • 
i.ssues was abolished. Banks were allowed 
to deal in shares by setting up mutual 
funds. Foreign fmanciiil institutions were 
allowed lo enter the stiK’k market and buy 
up shares of Indian comptmies, subject t.i 
some mild rcMrictions. Banks were per¬ 
mitted lo set their own rales for accepting 
dcposit.s and lending money, but the central 
bank, of course, still has control overmmi- 
mumea.sh reserves or redisenunting facili 
ties and thus can inlluence the supply vtf 
base money and terms of lending. I .ending 
to ‘priority sectors' at preferential rates 
has been continued but dc-emphasised in 
actual transaelioiis by banks. The govern¬ 
ment has also tried, though not very suc¬ 
cessfully so far, l(v bri ng down subsidies lo 
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18.2 

India 

.5.S 

6.3 

6.8 

8.7 

8.6 

6.7 

9.2 

9.5 

10.3 

9.2 

l'aki.sl.iii 

tO.fi 

11.9 

13.8 

16.3 

18.0 

19.1 

22.9 

22.2 

23.3 

22.0 

Sir 1 unka 

28 4 

2S.3 

2.5.9 

28.9 

28.0 

34.7 

43.2 

36.2 

.37.8 

41.7 


Stciri-e: MiK|tad.i and Hasu 1994, Table 3.2; and WDH 1996. 
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agriculture, by raising water rates for public 
irrigation facilities, electricity tariffs, and 
fertiliser prices. Sub.sidisation of phos- 
phatic fertilisers has been discontinued 
with a strongly negative effect on their 
use. 


Ill 

Emperiences of India and Other 
Countries Compared with 
That of Other South 
Asian Countries 

Wc have so far discussed the Indian 
situation in isolation from the other 
countries of south Asia. However, because 
of a long historical legacy, and continual 
interchange among the peoples of these 
countries, they share nany characteristics, 
including policy-induced but fragmented 
globalisation. Among the south Asian 
countries the First serious policy package 
aimed at globalisation was introduced in 
1977 in Sri Lanka under the presidency 
of Junius Jayawardcnc. But several halting 
attempts at liberalisation of the trade and 
inve.stmcnt regime were also made in 
Pakistan, attempts that were often stymied 
by unsustainable macro-economic im¬ 
balances. In Bangladesh a more thor¬ 
oughgoing liberali.sation programme was 
introduced in the 198Us under the military 
regime and was.continued by the demo¬ 
cratic regimes that succeeded it. 

Given the background, it is useful to 
examine some country-specific indices of 
aspects of globalisation mentioned earl icr. 

The first set of .such indices relates to 
the shares of exports and imports to GDP 
(Table 1). In many of the countries of 
south Asia these ratios were going up 
before the onset of the formal policy of 
globalisation (Tables 1 and 2). Sri Lanka 
had historically a high ratio of foreign 
trade to iisGDP, because of the importance 
of plantation crops such as tea, coffee and 
rubber in its economy. The ratio of exports 
and imports to GDP in south Asian 
economies remains much lower than in 
typical east and south-east Asian 
economies. Moreover, except for the ca.se 
of exports from Bangladesh, Pakistan and 
Nepal there is no strong time trend in 
foreign trade flows in these economies. In 
most of the cases, imports of merchandise 
were higher than exports to start with, and 
the absolute increases in imports have 
generally been higher than those in exports 
so that balance of payments deficits have 
continued to trouble them even after the 
process of liberalisation has proceeded for 
some time. The gap between exports and 
imports has been generally bridged by 
remittances from migrant workers, and 
foreign aid including foreign loans. 


supplemented in the case of Sri Lanka and 
India, by some inflows of foreign portfolio 
and direct investment. 

Not only is the overall share of trade in 
GDP lower and rising more slowly than 
in the fast-growing economies of east and 
south-east Asia, the share of developing 
Asia (countries east of Iran) as a whole 
in Asian trade is also generally lower than 
the share of east and south-eastern Asia 
in that trade. In 1994, whereas the share 
of total exports of cast and .south-east 
Asia, barring Japan, going to Japan and 
developing Asia (as defined above) was 
54.6 percent, that of total exports of south 
A.sia going to the same group of countries 
was only 27.7 per cent. Correspondingly, 
while the share of developing Asia and 
Japan in the imports of east and south-east 
Asia was 58.4 percent, the share of imports 
of .south A.sia coming from the same 
region was 33.4 per cent. [ADB 1996, 
pp 186-871. Moreover, intra-south Asian 
trade was also rather meagre in value: the 
share of exports of countries of south Asia 
going to one another was only 4.2 per cent 
in 1994 (ibid). Thus south Asia did nut 
gain much cither from the dynamism of 
east and south-east Asian economies or 
from a thriving trade with one another. 

Coming to another index of an active 
globalisation prwess, viz, inflows and 
outflows of FDl, we note that these were 
also rather I coble in the south Asian region. 
Table 3 reprcHluecs the figures of FDl 
inflows as given in UNCI'AD, 1995. 

Wc have not reproduced the figures of 
FDl outflows because they arc quite 
insignificant. It is difficult to discern any 
real lime trend of FDl inflows into any 
economy except perhaps for India and Sri 
Lanka. But in their case also, they pale into 
insignificance compared with the inflows 
into, say, Indonesia. Malaysia, Singapore 
or Thailand. 

We now come to another aspect of 
globalisation that wc have examined 
earlier, viz, labour migration out of and 
into the south Asian countries. Inter¬ 
nationally companibic, reliable figures of 
movements of labour within the sub¬ 
continent, for example, from Nepal and 
Bangladesh into India (or any reverse 


movement) are not available. Nor are the 
figures of total migration outside the 
.subcontinent for recent years (the latest 
internationally comparable figures are 
avuilahlc up to 1985 or 1986, as given in 
the studies assembled in Amjad 1989). 
However, a substitute is available in the 
form of figures of workers’ remittances 
fur Bangladesh, India, Pakistan and Sri 
Lanka. 1WB 1995. gives zero as the figure 
of workers’ remittances for Nepal, which 
must be factually untnic: this means that 
these figures are not officially collecledj. 
In Table 4 are tabulated the ratios of 
workers’ remittances to the GDPs and 
exports of the .south Asian countries. The 
Philippines, the country with perhaps the 
largest share of migrants in the labour 
force is also included. Tlie figures indicate 
that in Bangladesh and Pakistan workers’ 
remittances play an even bigger role in 
generating income and acting as supple¬ 
ments to export earnings than in the case 
of the Philippines, another major labour- 
exporting country of Asia. The charactei 


Tabi. 1.4: WoRKiiK.s' FtiMinANci.s «WR) 
AS I’fcKrtNTAOt S or out’ AND FjtlH)RrS, 
Souiii A.sia and Piiii iitinks, IVSO-IW.t 


Country 

Year WKasu WKasa 

Pcivcnlage Peiveiilagc ot 
of CiDH Mca-handise 
Kxports 

Pliilippiiics 

1980 

1.9 

10.6 


1985 

2.6 

17.4 


1990 

3.3 

17 8 


1993 

4.7 

22.3 

Banglade.sh 

1980 

2.2 

36.1 


1985 

4.0 

.50.2 


1990 

3.7 

46.6 


1993 

4.2 

44.1 

India 

1980 

1 6 

32.7 


1985 

1.1 

25 6 


1990 

0.7 

12.4 


1993 

1.2 

13 4 

I’aki.slan 

1980 

89 

82.1 


1985 

8.7 

97 2 


1990 

5.5 

40.4 


1993 

3.3 

23,7 

Sri Lanka 

1980 

3.5 

13.’. 


1985 

39 

17.7 


1990 

4.6 

19.9 


1993 

5.4 

19 3 


Source: ADB 1996. p 207; anil WiirhJ liihln. 
1995 (for estimates ol the lij.'iiii’'. On 


Tabu 3; FDl Inr-Ows into Soinii Asia, 198.3-1994 

liii l,'S$ milium ) 





Average Annual Inflow 



1983-1988 

1989 

1990 

1991 

1992 

IWI 

1994 

Bangladesh 

1 

- 

3 

1 

4 

14 

6 

India 

92 

252 

236 

155 

261 

586 

947 

Nepal 

1 

- 

6 

2 

- 


1 

Pakistan 

106 

210 

244 

257 

3.35 

346 

31.1 

.Sri Lanka 

39 

20 

43 

48 

123 

195 

122 


Source: UNCTAD 1995, pp 394-95. 
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of migration from these countries is not 
the same. Among the migrants, there is a 
considerably larger percentage of women 
going out of Sri Lanka than out of the other 
south Asian countries. Prom die Philippines 
also there is a large out>migration of 
women, in both cases this is partly a 
reflection of the higher level of education 
of women than in most of the other labour- 
exporting lands but partly also the result' 
of high levels of unemployment of women 
in both countries (Table S). Pakistan also 
has a high level of unemployment of 
women, but there the percentage of women 
in paid employment is rather low compared 
with the two other countries. 

These figures of high unemployment 
among women, co-cxlsting with the 
reported feminisation of labour, especial ly 
in labour-intensive export-oriented 
industries such us garments in Fiji, 
Bangladesh, Sri Uinka and Nepal reveal 
the contradictory impact ot globalisation 
on gender equity at low levels of economic 
development. On the one hand, the rapid 
penetration of market forces into rural 
areas and small towns often leads to the 
displacement of women engaged in 
subsistence activities in agriculture and in 
artisanal work such as handloom-weaving 
or other craft work. On the other hand, if 
globalisation is spearheaded by the growth 
of labour-intensive manufactures, then 
entrepreneurs bent on maximising profits 
engage low-skilled, low-wage women’s 
labour. This leads not only to the 
feminisation hut in the presence of grinding 
poverty, the juvcnili.sation of labourer. In 
this situation, where education and cultural 
practices allow them to join the stream of 
migrants, migration overseas can provide 
escape and a path to higher incomes fur 
women 

IV 

Financial Liberalisation in India: 

Illusion of Security through 
Securiti.sation 

In India, up to 1991, the banking .system 
was closely regulated by the Reserve Bank 
of India (the central bank) and the ministry 
of finance, and the money and capital 
markets were segregated. Banks were not 
allowed to hold shares of private ftrms as 


part of their statutory holding of liquid 
assets against their liabilities. The Rc.servc 
Bank of India laid down tw’o aggregate 
constraints on the operations of commca'iul 
banks. The first was a minimum cash 
reserve ratio, that is. of cash to liabilities, 
(CRR), and the second was a legally 
stipulated minimum ratio of the value of 
approved securities to the total liabilities 
of banks - the statutory liquidity ratio 
(SLR). There was also a distinction 
between the so-eallcd term-lending 
institutions such as the Industrial Finance 
Corporation of India (IFCI), the Industrial 
Development Bank of India (IDBI) and 
the Industrial Credit and Investment 
Corporation of India (ICICI) an<l the 
commercial banks, w'ho were supposed to 
extend mainly shori-tcmi credit. The rales 
of interest paid by banks on various classes 
of deposit and the rates of interest charged 
by them on different categories of loans 
were also specified. There was also a 
regulation that at least 40 per cent of the 
credit extended by the commercial banks 
would be given to the .so-called priority 
sectors such as agriculture, small-scale 
industry, transport operators and so on, at 
rates of interest which were lower than 
those charged to other borrowers. 

Issues of new capital through the stock 
market were also regulated by an official 
Controller ol Capital Issues. Banks could 
act as underw riters of capital issues but 
would not hold equities as major assets: 
in any ca.se that would tend to infringe the 
requirement of keeping a minimum .SLR 
as officially stipulated. Foreign investors 
were not usually allowed to hold more 
than a small percentage of equity of an 
Indian company. 

In moves to deregulate the Indian 
economy most of the regulations, controls 
and devices ol .segregation between the 
money and capital markets, and between 
Indian and foreign investors were eased 
if not removed altogether. Ranks were 
allowed to set their deposit rates and their 
lending rules within certain limits, the 
requirement of setting aside 40 per cent 
of the credit for priority sectors was cased, 
and because of the perception that reducing 
the fiscal deficit of the government would 
lead to lower borrowing requirements of 


the public sector, by 1997 the SLR was 
brought down from .18 to 2.‘i per cent | RBI 
19971. The CRR was also brought down 
to 10 per cent in a move to increase the 
liquidity of the banks in a regime of 
generally high interest rales. From May 
1992, foreign institutional investois were 
allowed topurticipuntsdirectly in the Indian 
stiKk market. Already in 1987, public 
sector banks (which means the major part 
of the banking .sector since all major hanks 
had been nationalised) had been allowed 
to set up mutual funds for subscribing li> 
bonds and equities. Non hanking com¬ 
panies were allowed to mobilise funds 
through deposits and other schemes, and 
other non-banking financial companies 
(NBFC's) were permitted to oixuatc m the 
capital and money markets. Ranks and 
NBF'Cs were allowed to raise money 
through certificates of deposit in India and 
abroad (by means of the so-called global 
deposit receipts or tiDRs). Under the 
neoliberul regime, money market muiual 
funds. -• not necessarily linked to bank;., 
- w’cre allowed to he .set up in ihe private 
sector us well. In order to allow companies 
to lap new scrurecs of funds and potential 
investors everywhere access to profit¬ 
making opprjrtunities, many new stock 
e.xchanges weic .set up, covering all major 
cities and regions. 

LlXilf Ol- I'INANCIAI. LllH-.RAI.IS.VI ION 

The rationale behind all these moves 
was partly allocation-oriented and partly 
oriented towards promotion of entre- 
preneurship and thrift. It was supposed 
that higher rules of interest on deirosits 
with banks and other financial inter¬ 
mediaries would encourage people to save 
more. At the same time freedom to set 
rates of interest on the ptiris of banks and 
NRl'C's would encourage eoni|H‘liiioii and 
better allocuiion of Ihe. savings mobilised 
as between Ihe capital and money market 
agents. The unification of capital and 
money markets was also aimed at on Ihe 
same grounds of better allocution of 
resources and faster growth. Finally, the 
government of India had already been 
offering attractive rates of inlcresi to 
foreign and non -resident Indian depositors 
on foreign currency deposits. 'I heir 


Tahli: 5; OeNiiEHWish DismimiTiON of 1)ni-..vipi in Pakistan. Phii.ii-fini;-, ami Sri I.anka 1990-1994* 




1990 



1991 



1992 



1993 


•lol.ll 

. J994 


Total 

Men 

Women 

Total 

Men 

WtMnen 

Tisal 

Men 

Women 

Totiil 

Men 

Women 

Men 

Women 

Pakistan 

3.1 

3.4 

8.9 

6.3 

4.5 

16.8 

5.9 

4.3 

14.2 

4,7 

3.8 

10 ' 

wm 


10.3 

Philippines 

8.1 

7.1 

9.8 

9.0 

8.1 

10.5 

8.6 

7.9 

9.8 

8.9 

8.2 

10(1 

RO 


9 4 

.Sri Lanka 

14.4 

9.1 

23.5 

14.1 

10.0 

21.2 

14.1 

10.6 

21.0 

14.7 

9 1 

25 2 

la 


20 8 


Sole: * as percentages of the labour force and of the labour force of ihc rospcclivc gender. 

The 1990 ngurcs for Pakistan arc not comparable with the figures for other years because of a difleiciicc in the method of compulation 
ILO, 1995. 
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privileges were further strengthened, and 
in a bid to attract both foreign direct and 
portfolio investment, foreign investors 
were allowed to enter many sectors of the 
cennomy which had earlier on been closed 
to them, and they were allowed to hold 
progressively larger shares of equity in 
such firms. The current BJP-led central 
government has allowed foreigners to hold 
1(X) per cent equity stake in most sectors 
of industry and services, including 
infra.structural facilities. A programme of 
progressive privatisation of major public 
sector corporations such as the State Bank 
of India, Indian Oil Corporation, Oil and 
Natural Gas C'orporation, Bharat Heavy 
Hlcctricals was set in train. From 1992 
foreign institutional investors were allowed 
to buy and sell shares in the market, and 
their permitted stakes have been hiked 
progrc.ssi vely over the years. In the US and 
Britain, the unification of the money and 
capital markets occurred in the 1980s. 
Large transnational clearing banks, 
merchant banks, and mutual funds had got 
used too|)cruting in NXh money and capital 
markets for thciii.selves and on behalf of 
their clients. It was supposed by policy¬ 
makers that these hiuiks and fund managers 
would invest in the Indian money and 
stock markets if they were allowed to have 
the same freedom of operation in India as 
they enjoyed ahro,id. tin fact, the origins 
of the so-called ‘bank scam' of 1991-92 
can be traced back to 1987, when some 
of the transnational bunks abused the new 
facility extended to them of the right to 
manage portfolios of stocks and bonds for 
their assets, and the Reserve Bank of India 
authorities turned a blind eye to the.se 
abuses to avoid offending the potential 
foieign inve.stors.) 

CtlNStyill N, 1 OI BADI.Y RliCail.ATI-.IJ 
Pl.NANCIAl. LlBtiRAl ISATION 

With the government of India adopting 
the step of abolishing official regulation 
of capital issues Oy companies and 
indicated that turthermcasures liberalising 
industrial and financial regulation were in 
the offing, the stock market, began to 
boom and share prices of many companies 
doubled and trebled within a few months. 
This share market boom collapsed around 
May 1992. The boom, it became clear 
siKJn, had been fuelled by a small group 
of bull operators who had been financed 
mainly by a few foreign banks such as the 
Citibank. ANZ Grindlays Bank, Bank of 
America and major public sector banks 
such as the National Housing Bank and 
the Bank of Baroda, often in violation of 
the central bank regulations and prudential 
norms. A sum of at least Rs 5,000 crorc 


(Rs 50 billion) lent by the banks to brokers 
in the stock market remains unaccounted 
for even now. It is symptomatic that NI 
J Pherwani, the then chairman of the 
National Housing Bank, who had been a 
key player in the extension of the 
jurisdiction of the stock market lhaving 
recently chaired two high-powered 
committee.s rehtting to it, appointed by the 
Reserve Bank of India: Misra 1997, p 353J 
died under .suspicious circumstances as 
.soon us the so-called ‘bank .scam’ came 
into public view. The lesson from this bit 
of history is that if government regulation 
breeds corruption, so does the operation 
of private interests. Only an official 
watchdog with sufficiently strong penal 
powers can check the worst abuses 
committed by unscrupulous dealers and 
banker.;. 

After the revelation of the ‘bank scam’, 
the Government of India decided to endow 
the S'T^uritics and Exchange Board of India, 
which had been established in 1988, with 
some real powers of monitoring and 
regulation of stock markets. The history 
of the operation of the Indian stock market 
has nevertheless been dotted with brokers 
often unable to meet their commitments, 
allegations and proved instances of insider 
trading, and deliberate manipulation of 
stock prices by hears and bulls. Stuck 
prices have gone through several episodes 
of booms and troughs, the biggest boom 
having occurred between 1993-94 and 
1994-95 (Table 6). But since then, with 
some fluctuations from time to time, the 
share prices have been on a downgrade, 
and 1998 has witnessed new troughs 
reached by the share market. 

The value of primary capital issues in 
the stack market has also followed a r.igxag 
course (sec Table 7). From 1991 to the 
middle of 1993, India passed through an 
industrial recession, and then industrial 
growth picked up from 1993 to 1996, but 
from 1996 industrial growth rates have 
declined again. Some of the acceleration 
of industrial growth from 1993 was a 
reaction to recession and inventory 
depiction in the earlier two years, but some 
was caused by the continued tariff 
protection afforded to major consumer 
durables and transport industries, such as 
cars and motor cycles, trucks, and so on; 
some growin was also caused by the rapid 
diffusion of information technology users 
among the afllucnt sections of the middle 
class. A larger inflow of foreign funds and 
a good monsoons sustaining agricultural 
production both boosted growth during 
those three years and helped moderate 
inflation. There was also a higher rate of 
growth of exports, helped by the 


devaluation of the Indian rupee and a 
strong growth in world trade. However, 
once these factors were exhausted, growth 
faltered, and from 1997 India entered into 
a renewed phase of slow-down in industrial 
growth, which has turned into a recettsion 
in 1998. These developments have been 
exacerbated by the Asian economic crisis 
starting in Thailand in July-August 1997, 
and spreading to South Korea, Indonesia 
and Malaysia later. The latest major victim 
of the global slump and turmoil in foreign 
exchange markets has been Russia which 
in effect suspended the servicing of its 
foreign debt in September 1998. 

iNTiiRNATioNAL Turmoil in Stock 
Marklts 

All thc.se developments have had their 
impact on stock markets acrass the world 
and in India. The market for primary 
security floatation has virtually collap.scd 
in India as Table 7 indicates clearly. The 

Tabu; 6: Indcx Numbers oi- I’kicus or iNctBreiAi. 

SGcuKrrii'.s, Avi-aowjns oh Wkek.s Ended 

Saturday, India, 1990-91 to 1996-97 
(Base: 1981-82 = 1001 

Bombay Stock Exclian|;c 
Index Sensitive index 
Numheis (Sensex) of Ordimu;' 

Share Prices 


1990-91 

500.3 


1991-92 

776.2 


1992-9.1 

1142.3 


1993-94 

1051.3 


1994-9.-5 

1.537.J 


1995-96 

1189.6 


1996-97 

1146.8 

3469 

1997-98 

IW.1.0 

3813 

June 1997 1069.1 

4001 

March 1998 NA 

3817 

13 October 1998 NA 

2832.03 

Sources: 

Reserve Bank of India: Reports on 


Currency Finance 

1991-9210 1996-97 


(Mumbai); Reserve Bank of India. 


Annual Report 1997-9S (Mumbai 


1998): Business Standard (Cakiitla), 


14 October 1998. 


Table 7; Nlw Cahital Lssuh.; by 

Non-Government PiiBLir Limited 


COMHANIES IN INDIA, 

, 1991-98 



{in Rs billion) 


No of Issues 

Amount 

1991-92 

514 

61.93 

1992-93 

1040 

198.03 

1993-94 

11.33 

193..30 

1994-95 

1678 

264.17 

1995-96 

1677 

161.72 

1996-97 

851 

104..57 

1997-98 

102 

31.38 


Sources: Reserve Bank of India; Report on 
Currency and Finance. 1996-97, Vol II 
(Mumbai 1997), Statement 127; Reserve 
Bank of India: Annual Report 1997-9H 
(Mumbai 1998), Appendix Table V 8. 
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prices of stocks ail across the world have 
been hammered. According to the 
Economist, (September 5, 1998) close to 
US$ 4 trillion had been wiped off the total 
value of share prices across the world in 
the preceding two months - a sum 
equivalent to the GDP of Japan, the second 
largest economy of the world. According 
toestimates published in HDR 7998 (Table 
20), the tot^ value of the external debt 
of the developing countries in 1995 was 
US$1,583 billion. According to the same 
Report (Table 37), the total external debt 
of eastern Europe and the CIS was 
US$263,861 billion in 1995, of which the 
Russian Federation accounted for 
US$120,461 billion. According to press 
reports, the latter figure had gone up to 
$150 billion on the eve of the suspension 
of the debt servicing by Russia in 1998. 
Assuming a similar rate of grviwth of 
external debt for other eastern European 
countries, the total external debt of all 
iho.se countries in 1998 would come to 
about U.S$330 billion; a similara.ssumption 
would bring up the debt of the developing 
countries to 1980 the total external debt 
ol all the developing countries and eastern 
Europe (including Russia) would be 
US$2410 billion, llius the loss in global 
share value alone would have more than 
compensated for the total value of the 
external debt of all the major indebted 
countries. The outstanding external debt 
of the Latin American countries and of the 
Asian economies in trouble from 1997 had 
been one of the chief contributory factors 
to the Mexican crisis of 1995 and the crisis 
of the east and south-eastern economies 
[Bagchi 1998). Yet the watchdogs of the 
financial world, such as the IMF and the 
World Bank and the leaders of G7 countries 
did not dare to write off any significant 
part of the debt of the heavily indebted 
countries, for in their view, this would 
have undermined the very integrity of 
private ownership and hence of the global 
capitalist order. 

V 

Managing Votatile Markets in India 

What happened in other major stock 
markets in the world had its parallel and 
its impact on the Indian stock market as 
well. As we mentioned earlier, the 
industrial slowdown started in 1996-97 ; 
the official index of industrial production 
grew only by 6.4 per cent in that year 
compared with a growth of 12.5 per cent 
in 1995-96; in 1997-98, the index grew 
only by 5.7 per cent (GOI 1998, Table 
1.2]. In April-December 1998, industrial 
production grew only at the rate of 3.5 per 
cent per annum. The slowdown' was 


officially attributed to a ctecline in aggregate 
demand: a 2.5 per cent fall in exports in 
April-December 1998, ‘decline in rural 
demand owing to low agricultural output 
in 1997-98; price competition from imports 
in certain key industries; and slow take¬ 
off of actual investment in infrastructure 
projects’ [GOI 1999, pp 79, 96). This 
slowdown squeezed the profitability of 
many industrial companies who.se shares 
were traded on the stock market, and 
increased the value of non-performing 
assets of banks. For the financial year 
1998-99, the non-performing assets 
(NPAs) of the State Bank of India as a 
pro|xirtion of its total as.scts increa.scd 
from 6.07 per cent in 1997-98 to 7.18 per 
cent. This reversed a tendency of NPAs 
to decline between 1995-96 and 1997-98 
IRBl 1998, Appendix Table 1.1 (A)). 
Moreover, because of the current-account 
convertibility of the rupee and the 
increasing penetration of Indian stock 
markets by foreign financial institutions 
(FFIs) looking for higher profits, the 
foreign exchange market, the share market 
and the market for government securities 
became much more closely interlinked 
than ever before [RBI 1998; pp 76-7): 
In response toextemal shiKks arising from 
the south-east Asian crisis and in 
recognition of the intcrlinkagcs, a series 
of monetary policy measures were 
undertaken impingingon liquidity, foreign 
exchange and money market rates. ... 
During the first quarter (April-Junc 1997J, 
excess supply conditions existed in the 
forex market, and intcr-bank call money 
rates were low. Liquidity was abundant 
and the Kc.scrvc Bunk sold government 
securities to absorb liquidity through open 
market operations. Outstanding amounts 
of repos lie, government securities 
deposited with the Reserve Bank by banks 
and othei approved organisations for short 
(Kiriods on condition that they would buy 
them back - ■ A B | were also high. The first 
two months of the second quarter of the 
year reflected more or less the .same trends. 
However, there was noticeable depre¬ 
ciation of the rupee in September 1997 ... 
and also, some sales of foreign currencies 
by the Reserve Bank. Reflecting the 
re.sulting liquidity drain, the average 
outstanding repos stood low and the reverse 
repos outstanding increa.scd .sharply, the 
turnover in the call money market too 
showed a decline. In the third quarter, the 
months of November and December again 
witne.s.scd pressures developing in the 
exchange markets with the FEDAl |i c. 
Foreign Exchange Dealers’ A.s.sociation 
of India] indicative rates depreciating 
sharply against tlie US dollar. Foreign 
currency sales were marked in these 
months, the liquidity effects of which were 


partially offset by reverse repo operations. 
The turnover in the call money market 
during the.se two months was al.so lower 
than that in the month of October 1997. 
In January 1998 the foreign exchange 
market again came under .severe pre.ssurc. 
necessitating the Reserve Bank to under¬ 
take strong monetary policy measures 
leading to a sharp withdrawal of liquidity 
and incrca.se in interest rates. As a con¬ 
sequence. call rates increased .sharply, and 
in line with the development, the tuniover 
in the money market recorded a further 
decline. As offsetting measures, foreign 
currency purchases were undertaken 
together with reverse rcjxi operations. ’Ilic 
impact of monetary management was such 
that in February orderly conditions were 
restored in the foreign market and li(|uidity 
showed an improvement.... 

I have deliberately quoted at length from 
the Atinuiil Krfxiri of the Re.scrve Bank 
of India in order to show the yo-yo 
movements and the necessity lor constant 
intervention in the foreign exchange and 
money markets that have been cau.scd by 
the linking of the domestic money ami 
capital markets with foreign exchange 
markets and the instability in the currency 
markets in recent times. The Indian 
monetary authorities have so far managed 
to prevent a sudden devaluation of the 
rupee and'extreme degrees <»f tunnoil of 
the value of the rupee in the foreign cur¬ 
rency markets. But they have done so by 
resorting to a generally high-interest 
regime, and preventing transfers of capital 
abroad except through certain permitted 
channels. But the relative .stability in the 
external value of the rupee against the 
background of the Asian currency crisis 
has been associated with a huge deprecia¬ 
tion in the Indian stock prices and has 
required deliberate action to prevent the 
collap.se of India’s oldest and largest, 
government-controlled mutual fund, the 
Unit Trust of India. 

VI 

Fully Integrated Money and Stock 
Markets or Casino? 

Fervent believers in the unification of 
the capital and money markets and 
deregulation of all prices and quantities 
in the financial markets have been victims 
of fallacious reasoning with grave 
implications for the fin.incial stability of 
the whole world, including, of course, 
India as well. The reasoning contains a 
number of fallacies which bunched 
together, would explain all the troubles 
the world economy has undergone under 
the unregulated capitalist dispensation 
sinee 1973, and especially since the onset 
of financial liberalisation in the era of 
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Reagan and Thatcher, and their mimetic 
successors. The first and fundamental 
fallacy is a confusion between equality of 
prices of giKKls and servit es. and of rates 
of all assets as a consistency relation in 
a stale of equilibrium as defined by neo¬ 
classical econorni.sls and the possibility of 
achievement of that equality through a 
regime of unbridled competition. The 
fallacy is best seen in the operation of 
markets for liquid assets and was brought 
out clearly by John Maynard Keynes in 
Chapter 12, ‘The stale of long-term ex¬ 
pectation', in Ins classic on the theory of 
involuntary unemployment in a capitalist 
economy [Keynes iy3()|. In a market for 
liquid assets, if every jicrson correctly 
c.spects the rale ol leturn to be higher than 
that of some oihe: asset, then nobody will 
holil the second as.sel, and prices of assets 
will llueluatc violently. If, on the olhei 
hand, the leLilive prices ,)f different a.ssets 
ha|ipcn to be such that everybody is 
mdiflereni to the holding of any two 
a.ssets, ihen the alliKation becomes ab 
solutcly fixed or indeteriiiitiale, and the 
competitive mechanism cea.ses to operate 
as a signalling mechanism for changing 
the portfolio mix 

Mills dcteimiiiate allocation of assets 
ic(]iiires that different persons should hold 
dillciciit beliefs alniul the way the rates 
ol reiurii on different assets will change. 
This is the mechanisni by which, for 
example, at any moment the mutgins 
between bonds and equities, oi expected 
rales i>f return of ilio.se two classes ol 
a.ssets, or between equities of different 
companies are determined. ThisdilTerenee 
in expectation ol ddferent investors, and 
their hopes oi making a profit out of 
utili.sing their knowledge ol what they 
believe, to be the correct stale of nature 
IS what drives the speculative motive, as 
Richard Kahn brought out in a classic 
article a longtime hack [Kahn l‘)54/m72[. 

1 lowcver. slatCMif nature in asset markets 
arc not simply the woi id of objects, physical 
u.s.sct.s and ihcir true productive powers. 
The Ihei’ri.sts who want to reduce all 
imeertainty to an actuarial expectation 
commit two related fallacies even in 
conceptualising how such ‘ohjcct ivc I acts' 
am translated into expected values, first, 
they assume that individuals make correct 
calculations of the actuarial values, given 
the probability distribution of the relevant 
slates of nature. Hut people in fact make 
systeiiuiiic mistakes in this regard [Tversky 
and Kahiieman 1974J. .Secondly, the 
ncoclassic,il liii.mee theorists assume that 
if people know sumeihing to be against 
their self-interest, they will avoid it. 
However, faced with known risks, for 


example, of accident in their place of work 
such as the threat of nuclear radiation, 
many workers have been found to display 
what has been called ‘cognition dis¬ 
sonance’ and fail to take well-tried pre¬ 
cautions [Akcrluf and Dickens 1982], 
.Many i nvcsiors behave very similarly when 
faced with the pro.spect of loss in the 
securities market. 

Apart from ihe.se faulty judgments about 
the state of nature, the market forsccurilies 
has the pceuliarchuracicrislic that people’s 
lielicfs and judgments enter vitally into the 
determination of rcturn,s. An invc.stor may 
believe correctly, let us say, that acompany 
set up to exploit the Himalayan snow for 
irrigating the ile.sert in the north-west of 
the Indian suhcontincnl will be very 
prolilable afiei the next two years. But if 
all the other investors and the bunkers of 
the company hold opposite beliefs, then 
the lone investor with confidence in its 
future will come a cropper if he does not 
.sell out his shares while the going is gwid, 
heeuusc the company will go bust owing 
to the lack of confidence of other in¬ 
vestors. The lone investor will not be able 
to use his coircct belief for the benefit of 
himself or the community unless he 
happens to he in the multi-billionairecluss. 
or he can get other backers who share his 
own beliefs. (Ol course, if he is a multi- 
billionaire he tnuy persuade other |X'oplc 
to his point of view even if he happens 
to be wrong!) 

Another fallacy propagated by adherents 
of the neuelassieui theory of the firm and 
the valuation and control of the firm 
through the agency of the stock market is 
that the latter throws up the ‘true value’ 
of the firm through competition between 
investors. If the ttuinagers of the firm u.se 
the assets of the firm inefficiently and do 
not rew aril the equity-holders in accordance 
with the true lelurns obtainable from those 
assets, then the firm would be taken over 
by competitive bidders. By operating in 
this way the stock market will also bring 
about the iipiinnil behaviour of the agents 
(nunicly, the managers) and tnmimi.se their 
tendency to neglect the interests of the 
principals that is. the owners or share¬ 
holders of the firm [Mannc 1965; Jensen 
and Meekling 1976 [. However, this theory 
falls foul of the fact, which was pointed 
out a long ,11110 back by Keynes, that if 
there are some investors who hope to gain 
simply by bidthng for and holding the 
shares of the taken-over firm for a shon 
time, and then selling them, the market 
will not revc.il the ‘true value' of the firm. 
All that will happen when a market for 
corporate control develops is that the 
managers will be more interested in 


defending themselves, or benefiting from, 
the activities of raiders than in looking 
after the long-term growth of the pro¬ 
ductivity of the firm. Moreover, it has 
been clear, after the conccptuali.sation of 
the idea that relations between sellers and 
buyers, lenders and borrowers, or principals 
and agents arc necessarily fraught with the 
asymmetric distribution of information 
between the players on the two sides of 
the bargain that security markets suffer a.s 
much from such problems of asymmetric 
and incomplete information as the market 
for credit [Oertler 1988]. 

Once these basic peculiarities of the 
market for securities are grasped, it 
becomes easy to understand why financial 
markets should be subject to herd behaviour 
of investors, s(>cculative attacks by bulls 
and bears, contagion effects of rumours, 
and sudden panics caused, let us say, by 
investigations into the sexual behaviour 
of an American president. Thus security 
markets can be expected to be volatile and 
the more tlie behaviour of firms is con¬ 
strained by the way speculators and raiders, 
or even ordinary investors behaving like 
a herd operate, the more the behaviour of 
real inx'estment simulates the operation of 
a casino, as Keynes pointed out more than 
six decades buck. To cull n financially 
liberalised world, ‘casino capitalism’ 
[Strange 1989] sounds then taulolo- 
gous for capitalism itself becomes a giant 
casino. 

Given the above proclivities of securi- 
ti.scd markets, the ‘spreading of risks' and 
its minimisation viewed from die point of 
view of an individual profit-seeker 
becomes trunslormcd into the spread of 
risks and uncertainly throughoulthc system 
. the invisible hand bringing about order 
changes into u hand wreaking mayhem 
and disorder. 

The disordcrlincss of the stock market 
docs not, of course, remain confined to 
iLscIf but has its impact on the real economy, 
especially ifthe.securiti.scd firms arc major 
foci of investment. Fall in asset values of 
firms through a contraction in sales makes 
them less attractive as loci of investment, 
and the credit channels of firms become 
constricted. The contraction in real invest¬ 
ment leads to a fall in income and rise in 
unemployment; the fall in the prices of 
us.scts and debts leads to a contraction in 
the borrowing capacity of bankers and 
lending capacity of financial institutions 
]Fi.sher 1933; Bernankc 1983; Bagchi 
1996] and acts as a depressor of the system 
and adversely affects expectations of an 
upturn in business confidence. 

Advocates of financial liberalisation tend 
to believe that linking up local asset markets 
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with foreign stock markets through the 
opening up of the local capital and money 
markets to foreign operators and the 
reciprocal permission granted to domestic 
investors to operate in foreign financial 
markets (including currency markets) 
allows the further spreading of risks and 
accrual of gains to everybody through 
competition and arbitrage leading to 
equalisation of rates of return, adjusted for 
(he risk of changes in exchange rates. New 
opportunities of arbitrage attracted many 
European and American pension funds 
and other financial institutions to Asian 
stock and currency markets, and the Indian 
stock markets as well. Exploitation of these 
opportunities by foreign investors has 
failed to bridge the enormous differences 
in interest rates or real rates of return as 
between, say, London, New York, Tokyo 
and Frankfurt, on the one hand, and Jakarta, 
Karachi. Mumbai and Lagos on the other. 
If interest rates corrected for exchange risk 
fail to be equali.scd internationally, there 
is even less evidence of any tendency 
towards convergence of per capi ta incomes 
as between developed and less developed 
countrie.s lUNCTAD 1997). Putting 
everything into the casino of an inter¬ 
nationally unified sUK'ktiiarkct cun only 
create instability without bringing about 
equality of asset returns, let alone jier 
capita incomes. lj,veit in periods of relative 
financial stability, the process of con¬ 
vergence of rales of return or incomes per 
capita among the regions of the most 
financially and economically developed 
countries has been found to be much 
stronger than intemutionally. One reason 
for this is that within a single country, say, 
the US or Canada, the state-can, through 
fiscal redistribution, try and equalise 
infra.structural facilities and income sup¬ 
port measures between different regions 
fAlkeson and Bayonmi 199.3; Bayoumi 
and Masson 1994; Bayoumi and Klein 
1995; Obstfeldarid Rogoff 1996.Box 5.2 j. 
But such redistributive measures are con¬ 
spicuous by their absence in the inter¬ 
national arena. 

The availability of fiscal measures by 
governments nationally but lack of such 
measures internationally stands as a strong 
reason against the full integration of 
national, and international financial 
markets. Furthermore, a national govern¬ 
ment, can try and redistribute debts and 
credits fin a bid, for example, to re.store 
the financial health of banks with large 
proportions of non-performing assets) by 
discriminating between different cate¬ 
gories of domestic borrowers and creditors. 
However, undercurrent international law, 
and the increasingly forceful use of the 


provisions of the World Trade Organis¬ 
ation, it cannot discriminate between 
domestic and foreign operators in the 
economy. Moreover, under the convention 
of clubbing, virtually all debts owed to 
foreigners as the .sovereign debt owed by 
the government of the country, external 
debt has a higher priority for seitleiiient 
than domestic debt. Even if this convention 
had not acquired the .status of a legal norm, 
governments which have permitted the 
accumulation of external debt through the 
operation of a liberalised financial market 
have felt compelled to honour even those 
debts which did not carry a public guarantee 
: the cases of Chile and the Philippines 
in the 198()s are two outstanding examples 
of inclusion of all exicriial debts under the 
umbrella of the sovereign debt. 

VII 

Recent Indian Experience 
with Equity Markets 

After six years of experience with the 
liberalised regime, the Reserve Bank of 
India, on February 28, 1997 appointed a 
committee ‘with a view to examining the 
various issues relating to capital account 
convertibility’ (CAC 1997, Annexure 1). 
The committee consisted of three bankers, 
and two economists, who were both known 
supporters of the policy of liberalisation 
: thus there was very little .scope for the 
committee to seiiously examine the argu- 
ineiils for keeping controls on capital 
account convertibility (CAC). The report 
of the committee was submitted within a 
remarkably short period, on May .30,1997 
(that is, within a iicriod of three months). 
The committee’s examination of the 
experience of ileveloping countries with 
capital account convertibility was 
remarkably superficial. It was confined to 
the period of the 1990s and skated over 
many epi.sodes in Latin America and 
elsewhere in which such countries as 
Argentina, Brazil and Chile had introtiuced 
CAC already in the I970.S and then had 
to su.spcnd it because of unsustainable 
balance of payments deficits, capital tlighl 
and so on. It even failed to draw the right 
lessons fnim the mediocre growth record 
of such countries as the Philippines and 
Mexico which had introduced CAC. The 
committee laid down certain preconditions 
for the introduction of CAC in India, but 
failed to prioriti.sc them properly. It 
concluded for example, that ‘strengthening 
of the financial system’ and not ‘a strong 
balance of payments position’ is the most 
important precondition for CAC |CAC 
1997, p 1.301. An examination of the cast 
and southeast countries revealed, however, 
that only regions or countries such as 


Taiwan, Hong Kong and the People’s 
Republic of China which have been able 
to maintain a strong balance of payments 
position have so far c.scajx'd the need to 
appeal to the IMF’ to ease them out of their 
difficulties. Moreover,Taiw'aii, China and 
indirectly Hong Kong al.so have maintained 
various controls over in flows and outilows 
of capital from their resjiective territories 
IBugchi 1998). 

Despite some recognition on the part of 
the committee that the preconditions for 
attainineiit of (’AC had not been fulfilled 
in India, it recommended that ‘the iniplc- 
mcntaiinn of the C.-XC be spread over *a 
three-year [Kriod 1997-98, 1998 99 and 
1999-2(X)l)’ ICAC PW7. p 1311, while these 
preconditions arc attained. This reasoning 
is fallacious on sewciai counts of which 
only two will be mentioned. First. India's 
record in bringing down the balance ol 
payments and fi.scal deficits diiriiig the 
liberalisation jicnod has been ixircmely 
mixed so far. The |X)licy stance of the 
government is to minimise the taxes on 
the rich while enriching them lurther and 
hence there is little prospect of achieving 
a fiscal or macroeconomic btilance through 
its policies, (liven the state of the world 
economy since 1997 there is little prospect 
al.so of a tuniarouiul in the export per¬ 
formance aiul hence of attaining a balance 
of payments surplus lor India. .Secondly, 
suppose India iiiiinagcs to attain better 
indices of ixirl'ormancc in its balance ol 
payments, in its budgetary bahinces, its 
rate of inllation (which has gone up again) 
and in its growth rate. With C’AC, all the 
indices can tumble down when an 
international financial panic occurs, or 
when, foi some reason, (he international 
financial comiminity regards India’s 
prospects with a jaundiced eye. 

Wc have earlier noticed the gymnastics 
the Re.serve Bank of India has had to 
pciform in order to keep older in the 
markets for foreign exchange, goveriiriient 
securities and credit, in the wake of the 
Asian cuirency crisis. Many of (he same 
neo-liberals w ho had been baying forC'At’ 
arc now patting themselves on the back 
lor keeping control on ca|>ital iiio\ emeiils 
and hence avoiding the kiiulof piedicainent 
Thailand, Indonesia oi .South Korea got 
into. However, sonic ol them have not 
given up. The chairmaii ol the committee 
on C’AC. for example, recently chided 
Indian policy analysis tor giving up the 
idcaof making the Indian rupee convertible 
in the near I'uiuie | Tarapore 1998). 

We will end this scetion by examining 
(he idea, in the Indian context, that securi- 
li.sation and unification of financial markets 
can deliver greater .security for investors. 
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The largest and oldest Indian mutual fund 
is the Unit Trust of India (UTI) whose total 
investments grew from Rs 213.75 billion 
on June 30,1 W2 (that is, one year after the 
onset of economic reforms) to Rs 487.24 
billion on June 30, 1997 [RBI 1993a, 
p 318; R Bl, 19971, p 1311. With the lifting 
of ceilings on new capital i.ssucs by firms 
and on interest rates paid to depositors or 
charged to creditors, the UTI invested 
increasingly in equities rather than fixed' 
interest debentures. The share of equities 
in its total investment rose from 27.8 per 
cent on June 30, 1992 to 48.9 per cent on 
June 30,1997. As we have seen, however, 
share values went on a downward slide 
again from 1997, and this made it in¬ 
creasingly difficult to keep up the redemp¬ 
tion value of its leading scheme for small 
invc.stors, viz, U.S-64 and fears were ex¬ 
pressed about t he abi 1 i ly of UTI to con ti nuc 
redeeming them except at much- 
depreciated prices. In the US-64 .scheme 
it.self the share of equities had increased 
from 65.7 per cent on June 30,1998 to 68 
per cent on June .30, 1998 [BS 1998]. 
Between June and .September 1998, the 
values of the .shares of India’s leading 
companies such as Reliance, Telco, ITC, 
L&T, and so on declined by very large 
percentages - in some cases by over 60 
percent. When the newsof UTl’s portfolio 
was publicised in the papers, share prices 
went into a tailspin, partly because of 
general panic, and partly becau.se a foreign 
institutional investor offloaded shares on 
a large scale |B8 1998u|. In fact, it is sus¬ 
pected that b<*ar runs on the Indian stock 
market have been increasingly led by 
foreign institutional investors. 

Ultimately, the rush for redemption of 
U.S-64 pa[)cr and the general slide in stuck 
prices hud to be contained by pledging the 
support of the government and the public 
.sector bunks (which dominate the money 
market) behind the UTI [Telegraph I998|. 
This support was not considered enough 
for safcguariling the attractiveness or even 
solvency of UTI and other mutual funds. 
In the budget for 1999-20(X), the Finance 
ministerexempted al I incomes from mutual 
funds from income tax. Thus the safety 
of the .stock market was and the interests 
of the rich were again put above sound 
macro-economic management, since the 
government had ended the fiscal year 
1998-99 with a record budget deficit, both 
in absolute tenns and as a proportion of 
GDP. Tints ironically enough, the damage 
caused by thoughtless .securitisation and 
linking up with foreign financial agencies 
could be contained only through state 
action, and nut through the wizardry of 
alchemists of finance. 


VIII 

Conclusion 

So far the neoliberal regime in India, 
has failed to improve the macro-economic 
management of the economy and to attain 
a belter level of what 1 have called ‘macro- 
economic capability’ [Bagchi 1987). The 
managers of a pcxir economy who fail to 
control the balance of payments deficit 
and compound this failure with large and 
ever-increasing budgetary deficits can only 
maintain a .semblance of stability by 
resorting toextemal andintemal borrowing 
on a large scale. This means that in a world 
in which the Fishcr-Keyncs ‘covered 
interest parity’ does not hold even between 
developed countries, the country has to 
maintain a high-iniere.st regime in order 
to keep the borrowed foreign exchange 
reserves in place. ITic high-interest regime 
has already taken a heavy toll of domestic 
ind’j.strial growth. Moreover, since 
transnational corporations (TNCs) have 
access to larger trenches of credit at lower 
rates of interest, scores of Indian companies 
with no such advantages and already 
suffering fnim a recession and higher costs 
of capital, have fallen prey to the take-over 
drive launched by the TNCs. 

The high-interest regime is al.so creating 
difficulties for the commercial banks and 
other domestic financial institutions. We 
have already noted the rise in NPAs of the 
.State Bank of India, by far the largest of 
India's domestic banks. Almost certainly, 
the NPAs of other domestic hanks and 
financial institutions have been going up 
in 1998-99 and thereafter because of a rise 
in numbers and values of sticky loans. 
According to news item [Indian Express, 
May 30, 1999] the three apex financial 
institutions, ICICI, IDBI, and IFCI have 
added Rs 45,000 million to their NPAs; 
the NPAs of the United Bank of India 
during 1998-99 increased from 14.1 per 
cent to 14.7 percent of the bank’s as.sets; 
the Union Bank of India added Rs 2,670 
million to its NPAs during 1998-99 
[Business Stamlard, June 29, 1999]; the 
NPAs of Indus Ind Bank, one of the new 
private sector banks created during tlic 
neolibcral regime, jumped (as a proportion 
of its advances) from 3.96 per cent to 7.2 
per cent. The government of India made 
special efforts to rai.se the capital adequacy 
ratios of the public sector banks and bring 
them up to the Basle standard of 8 per cent 
of their risk-weighted assets by subscribing 
to new equity capital of these banks. There 
is continual talk and some effort at 
enforcing more prudential norms in bank 
lending. In pursuance of the recom¬ 
mendations of the Committee on Banking 


Sector Refonns[Narasiinham Committee], 
the union budget proposed to raise the 
minimum capital to risk-weighted asset 
ratio (CRAR) from 8 per cent to 10 per 
cent in pha.ses. With a view to raising the 
CRAR of banks the government had by 
1998-99 contributed a sum of Rs 2,(X),460 
million towards their recapitalisation. 
Some banks also raised capital from the 
market in order to expand their capital 
base [GOI1999: 44]. However, much of 
this effort will be washed out if the macro¬ 
economic balances arc wrong. If India 
continues to have an even lower ratio of 
taxes to GDP than most other developing 
countries, let alone the countries of the EU 
[Da.sgupta and Mookhcijee 1998; 24], if 
the government of India goes careering 
down a path of military adventurism vis- 
a-vis India’s neighbours, and if neolibcral 
policies allow hard-earned savings of 
Indians to be wa.stcd in imports of gold 
and con.struction of luxury housing (the 
budget of 1999-2(K)0) has granted special 
tax conce.s.sions to builders and promoters 
of real estate), and if the high-interest 
regime is maintained much longer, then 
the micro-economic adjustments will not 
prevent weak banks from going into the 
red, or industry continuing to suffer from 
recession. 

The countries which were caught in the 
Asian currency and fmaocial crisis all had 
unacceptable levels of short-term external 
debt, mostly run up by private sector banks, 
finance companies and their clients. The.se 
short-term debts have been held up as 
major culprits for causing the crisis. 
However, this should not lead to the 
impression that just by avoiding short¬ 
term debts narrowly defined, a poor country 
such as India, can for ever stave off the 
po.ssibility of a currency crisis. In its recent 
status paper on external debt, the ministry 
of finance of the government of India 
estimated that the short-term external debt 
of India on December 31, 1998 was only 
U.S$ 3.632 billion as against the country’s 
foreign currency reserves of US$ 26.95 
billion. It has been pointed out, however, 
that this estimate covers only short-term 
debt by original maturity, that is, debt 
which has been contracted for a year or 
less, and does not include the external 
payments that may have to be made within 
the next one year, that is, by December 
31,1999 [Economic Times, June 9,1999]. 
The BIS and OECD, however, define short¬ 
term external debt to include not only debt 
maturing by original contract within a year 
but also long-term debt obligations 
maturing within one year. Going by this 
definition, India’s short-term external debt 
comes to US$ 9.855 billion. If foreign 
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investors anticipate that the Indian rupee 
would suffer a serious devaluation wi^n 
a short period or that India will find it 
difficult to meet its debt obligations, then 
they will withdraw money from portfolio 
investments, and from the Global Depo¬ 
sitory Receipts raised by Indian companies 
as well. Going by diis criterion, potentially 
volatile capital on India’s external account 
came to US$ 24.65 billion, that is, to 92 
per cent of India’s foreign currency assets 
on December 31,1998.’ 

Even this figure does not provide a proper 
index of the vulnerability of the rupee and 
the external balances of India to fluc¬ 
tuations in investor confidence in the rupee 
and the economy of India. The total (un¬ 
adjusted) stock of foreign portfolio 
investment in India up to the end of 1999 
was US$ 15,835 million {GOI 1999: 87]. 
In a crisis most of this inve.stmcnt could 
try to .seek an exit route from India and 
put stock, money and foreign currency 
markets to unbearable stress. Some 
economists tend to believe that foreign 
direct investment is not open to all these 
objections. However, TNCs have so many 
ways of transferring funds along non¬ 
transparent routes that wc cannot easily 
estimate how much funds could flow out 
that way. Finally, under the current 
regulations, Indian exporters can park their 
exchange earnings abroad for a period up 
to six months. In a crisis, a large part of 
those earnings could be held back. 

Thus even without capital account 
convertibility, the current regulations and 
the high-interest rate regime in India have 
made the economy far more vulnerable to 
external shocks (and self-inflicted troubles 
such as the policy of military escalation 
that the central government in power has 
been pursuing) than it was before 1985. 

The experience of the Asian currency 
crisis of1997-98 brought home the dangers 
of loosely regulated financial liberalisation 
in developing countries, even to .some 
neoliberal policymakers in India and 
elsewhere. That crisis, however, is only 
the latest in a series which have plagued 
developing countries for a long time. Latin 
American countries have been real life 
laboratories for experiments in deregula¬ 
tion and liberalisation, leading in most 
cases.to disastrous economic results [For 
analysis of the.se experiments and their 
outcomes in Latin America, see Bruno. 
Fisheretal, 1991:Sachs 1989; Taylor 1993; 
French-Davis Munoz and Palma 1994; 
Bagchi 1996a; UNCTAD 1998, Part I]. 
The special prominence of Latin America 
in this respect has been due to the domin¬ 
ance of US and neo-liberal policy advice 
in the corridors of power on that continent. 


and that dominance has been accentuated 
by the prevalence of military-authoritarian 
(as illustrated by Galtieri in Argentina and 
Pinochet in Chile) or democratic-authori¬ 
tarian (as illustrated by Menem in 
Argentina, Fujimori in Peru, or Salinas in 
Mexico) regimes in those countries. (The 
US has in turn favoured such authoritarian 
regimes: in recent times, the US policy¬ 
makers have blessed a democratic garb 
over the authoritarian .structure). 

Currency crises have also occurred in 
developed countries. The breakdown of 
the European Exchange Rate Mechanism 
(ERM) and the devaluation of the lira, the 
pound and the franc below the levels 
prescribed for the ERM band in 1992-93 
is an example of such a crisis. But in the 
developed market economies such cur¬ 
rency crises have not led to majoreconomic 
crises such as a domestic banking crisis, 
the threat of default on the country’s 
external payments, or the plunging of the 
economy into an inflationary spiral 
accompanied by severe declines in output 
and employment [UNCTAD 1998, Part 1, 
chapter IIII. In the Chilean crisis of the 
early 1980s or several Argentine crises, 
the whole banking system was threatened 
with collapse and had to he restructured, 
generally with massive injections of public 
funds. In the Asian currency crisis, major 
Thai and Indonesian banks and financial 
systems became effectively insolvent and 
the economics of these countries are yet 
to stage a recovery. 

The South Korean case is different from 
that of Indonesia and Thailand or most 
Latin American countries because the 
structure of the society is different, and 
because, in spite of a major credit crunch, 
the South Korean government and finns 
never lost control of the commanding 
heights of industry or banks. South Korea 
is now in a position to resume its credit 
- and export-led growth trajectory (For a 
preliminary analysis of the reasons for the 
quick recovery of South Korea, see Bagchi 
1999]. The Indian .social structure is far 
closer to that of Indonesia and Thailand 
than of South Ki >rca, and the Indian govern¬ 
ment has been busy displacing Indian 
private and public sector firms from the 
heights they occupied and installing MNCs 
in their place. For India, as for most deve¬ 
loping countries, the variety of global¬ 
isation that has been adopted as a policy 
stance by their governments, has let loose 
both a disabling and an inequalising pro¬ 
cess [on the inequalising effects of global¬ 
isation as favoured by the IMF, World 
Bank and WTO and their patrons among 
TNCs and OECD governments, see 
UNCTAD, 1997, Part 2. chapters III-V|. 


Note 

(Non-incriitiinaiing thanks are due to Nimwla 

Banerjec. Nirmal Chandra, Sushil Khanna and 

Narasimha Reddy for their rnmtnents on an earlier 

version of the paper ] 

I The style of inacro-cconamic managemciil by 
Indian policymakers from the end of the IVSQs 
lias been slapda.sh, to say the least, the only 
consistent objective discernible in it being to 
line the pockets of ihe wheeler-dealers and 
elements close to the ruling party at the time. 
The bankrupting of Ihe Imiian Bank over the 
years 1991-96 under the stewardship of a 
chairman and managing director is a prime 
example of this. Another example is Ihe 
hmuhalm ovcrtlie Re.surgent India Bonds which 
added a high inleie.vl external debt to India’s 
portfolio and which cost Ihe Slate Bank of 
India more than R.s .1,190 million for its launch, 
and may have been one of tin* reasons for the 
lower profitability of the bank in 1998-99. The 
favouring of Essar Steel for a financial bail¬ 
out and discrimination against Ihe public sector 
steel company. SAIL, are other examples of 
such unprincipled management causing damage 
to public interest. The recent proposals-for 
allowing private telecom operators to gel away 
without paying their past dues to the govern¬ 
ment. put forward by the care-taker central 
government, di.slurbed the Prcsirlent of India 
and cau.sed widespread public criticism. 
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Financial Reforms and Industrial Sector in India 

Sushil Khanna 

Indian financial sector reforms have failed to achieve their goal of making the sector more cffieient, and 
there has been a hardening of interest rates ‘instead of the cheaper credit that was promised. These reforms 
have had disastrous effects on the industrial sector leaving Indian firms vulncrohle to the foreign eompetitor. 
While MNCs have been allowed to bring in funds, in.stitutional long-term finunee for Indian firms has been 
curtailed. 


TilE economic reforms in India, initiated 
in 1991, were based on the premise that 
macro economic crisis was a result of 
‘micro-economic’ inefficiencies that 
distort the structure of incentives to 
producers [Bhagawati and Srinivasan 
19931. After a sltort period of IMF style 
‘stabilisation’, with the usual package of 
devaluation, temporary import com¬ 
pression and fiscal and monetary 
contraction accompanied by a sharp 
increase in the interest rates in the economy, 
the main focus of the reforms programme 
has been confined to what is known as 
‘structural adjustment’. 

The deregulation of the industtial and 
financial sectors has occupied the pride 
of place in India’s structural adjustment 
programme (.S.-NP). The financial reforms 
programme .set in motion, follows the wcl 1 
known path of deregulating capital markets 
and banks, interest rates, w'ithdrawing 
directed credit and subsidies, and 
encouraging stricter income recognition 
norms and integrating the domestic 
financial markets with global financial 
flows, in conformity with the ‘Washington 
consensus’. 

Similarly, the major objective of the 
‘Statement on Industrial Policy 1991’, is 
the “dismantling of the regulatory system 
... (to facilitate) increasing competitiveness 
for the benefit of the common man” (Gol 
1991bl. This was sought to be achieved 
through wholesale abolition of industrial 
licensing regime and major amendments 
to Monopolies and Restrictive Trade 
Practices Act (MRTP). The amendments 
to the latter have specially been far 
reaching. Thus, the new policy regime 
abolishes “pre-investment scrutiny of 
investment decisions by the so-called 
MRTPtompanies... and forprior approval 
of central government for expansion, 
establishment of new undertakings, 
mergers, amalgamation and takeover” of 
other firms. Moreover, the list of industries 
reserved for public sector were reduced 
from 17 to six. In addition, private sector 
participation was allowed even in many 
industries reserved for small firms and 
public sector, and access to foreign 


technology was made much easier jGol 
1993a|. The foreign investment restrictions 
were largely abolished with majority 
ownership for foreign investors in most 
industries, including industries hitherto 
reserved for public .sector and now open 
to the Indian pn\aic sector. The new 
industrial policy was combined with 
reduction in tariff baniers and elimination 
of quotas in ilie import policy. 

That the old indii.sirial licensing regime 
was flawed and unable to achieve its stated 
objectives is now widely accepted. That 
the system of licensing was used arbitrarily 
and to strengthen the stranglehold of a 
small groupof business houses and foreign 
firms was dcmonsliatcd by the enquiry 
into the system by Dint Committee in the 
early 1970s[ILPIC’ 1969J.Thatthcsub.se- 
quent amcndlncm.^ to the policy failed to 
provide a mechanism for appropriate 
channelisation of investment towards 
target industries and sectors is w’cll 
documented [Chaiidhuri 199X|. That the 
system resulted in rent-seeking behaviour 
from the private entrepreneurs and polhical 
elite has been ihe accepted paradigm 
amongst a number of economists 
[Ahluwalia l9S.‘i|. 

This paper is an exploratory attempt at 
tracing the crucial link between the 
financial sector and the industrial sector 
in India, both of which have been in the 
tlmies of restructuring due to far-reaching 
and sometimes ill-conceived attempts at 
deregulation duinig the last .seven years. 
It is grounded in the finn belief that the 
financial sector has no mle other than to 
channelise dotnesiic(and where applicable, 
foreign) savings to the entrepreneurs and 
managers in the real sectors of the economy. 
Its focus is on the firm level response to 
these changes in the policy and regulatory 
regime. It seeks to explain the turmoil and 
the crisis in the Indian corporate sector to, 
among other things, the changes in the 
financial sector and the macro-economic 
policies of the central bank to shocks 
provided to the economy from large cross- 
border financial flows. Section I discusses 
the financial sector before and Section II 
after the reforms. Section III discusses 


industrial sector reforiiis and .Section IV 
and V examine firm level response to 
iiilcrnal and external deregulation of the 
industrial sector. Section VI .seeks lodraw 
some conclu.sions ba.scd on the interaction 
between the financial and the industrial 
sectors. 

I 

Kel'urnis in 'riieury 

Financ'ol sector 

That the tinancial markets are markedly 
different from other markets and that 
market failures are likely to be pervasive 
in these markets has Irceii the received 
wisdom for some time I Stiglil/; 199.1 J.The 
specific characteristics of the financial 
markets rei^ire government intervention, 
including the kind that was practi.sed in 
India during the last lour decades. This 
intervention helped raise investment and 
savings rate in Indian economy and 
supported the strategy of industrial growth. 

Indian fmanciul sector experienced rapid 
grow'th and deepening during the first four 
decades of economic development in India. 
India pioneered the concept of develop¬ 
ment bunking to provide long-term finance 
to long gestation industrial projects, often 
at marginally subsidised rates ol interest. 
Given the fact that capital markets in India 
were small and underdeveloped, these 
development financial institutions (along 
with state owned insuiaiice firms) hel|K‘d 
to develop and deepen the capital market 
through their umlerwriting activity. The 
nationalisation ot the banks ni 1969 and 
the subsequent impetus given to branch 
expansion, es[x;cially in small towns and 
.semi-urban and rural areas, fosicied the 
banking habit and accelerated the monetis¬ 
ation of the economy |(ili()sh I979|. 

The critics of state intervention in finan¬ 
cial markets characterise Indian financial 
scctoras ‘reprcs.sed’ | following McKinnon 
1973; .Shaw 1973| with high reserve 
requirements, interest rate controls, and 
direction of credit to priority sectors. The 
repression, it is argued ‘is harmiul to re¬ 
source mobilisation and(cfficienl) re souicc 
al'oeation’ (Joshi and Little 1996; Ch 4]. 
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Liberalisation of the financial system 
would enhance savings rate and enable the 
financial system to perform its role of 
allocating scarce capital more efficiently. 
This calls for a deregulation of both the 
capital markets and the banking .sector, 
building of new institutions to respond to 
ever-increasing financial innovations and 
technologies that lower transaction time 
|GoI 1991a|. 

The financial .sector in India underwent 
profound transformation during the first 
four decades of independence. The 
planners in India perceived that the Indian 
banks were mainly providing working 
capital loans to trade and were reluctant 
to lend to the small industrial entcrpri.se 
or to the farmers. To overcome the lack 
of long-term finance essential for launching 
long gestation industrial projects in the 
private .sector, the government promoted 
development financial institutions (DFI) 
like IDBl, irCI and ICICI. 

By the late l%()s, the slate embarked 
on a policy of greater social control over 
the private banks, making it obligatory for 
them to lend a greater proportion of their 
advances to the small firms and ugricul- 
iiirists. Failure of policy led to the nalion- 
alisation of the large private banks in 1971. 
The nationalised banks were explicitly set 
quantitative targets to expand networks in 
rural area.s and to direct increasing 
proportion of their lending to sectors like 
agriculture and small industry and exports. 
Also diffciviitial rates of interest were 
instituted to provide cheaper loans to such 
borrowers. ()ver the years they also 
emerged as a major .source of lending for 
the government and quasi-government 
institutionsintheformof.statutory liquidity 
ratio (SLR). 

riiis policy resulted in rapid expansion 
of banking network throughout the country 
and was a major factor in promoting 
financial inter-mediation and an incrca.se 
in financial savings. Their credit reach 
became extensive, and thanks to the 
directed credit policy, the banking system 
now caters to several million borrowers 
specially in agriculture and small industry. 
'Die banks also provided resources to the 
DFI at low rates, as their borrowings were 
guaranteed by the central bank and others 
Ibnned part of the approved securities for 
computing SLR. All this helped promote 
long-term financing of indu.strial enter¬ 
prises. The system in India also avoided 
severe financial repression, as inflation 
remained moderate and real interest rates 
were mildly positive. According to a 
World Bank study the real interest rates 
in India were close to 4-5 per cent during 
the 1974-85 period (World Bank 1989J. 
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The point to note is diat the DFIs in India 
emerged as powerful institutions with 
strong organisational capabilities to assess 
long-term industrial projects and played 
a central role in India’s industrialisation 
drive through nurturing them in their early 
stages. Not only did they provide long¬ 
term finance, they also helped deepen the 
weak capital market through their activity 
of underwriting the equity issues and 
despite several .shortcomings, played a 
significant mic in fostering bettcrcorporatc 
governance through their representation 
on the company boards. Their failures - 
to check comipt promoters from fraud and 
siphoning of funds - need to be laid at 
the dcMir of the nexus between politicians 
and businessmen. 

The Narasimham Committee [Gol 1991al 
estahli.shed to assess the state of financial 
sector, identified the following main 
weakncs.ses of the Indian financial system. 

A large part of banking resources were 
pre-empted by the government as the banks 
were forced to hold government/govern- 
meniguaranteedpaperasstatutory liquidity 
ratio (SLR). Along with the high cash 
liquidity ratio, (ranging between 12-15 
per cent), more than half the deposits of 
the banking sector were not available for 
private .sector. The government paper was 
held at low (lower than market determined) 
rates of interest, forcing the banks to 
recover Ihci r costs from the advances made 
to private sector, thus raising the cost of 
borrowing to private sector in the 1980s. 

Of the resources available for private 
sector a .substantial part (up to 40 percent) 
was directed towards priority sectors, 
which included export sectors, afew indus¬ 
trial .sectors targeted (e g, fertiliser industry) 
and small and medium business and the 
agricultural sector. Failure to meet targets 
forced government to set up specialised 
institutions for .servicing small industry 
and rural borrowers in the 1980s. 

Interest rates were tightly regulated with 
all borrowers in a class paying the same/ 
similar rates of interest. Thus with the 
deposit and lending rates regulated, the 
bank management were left with little 
control over 'heir profitability except for 
control over costs, a large part of which 
tiK) were rcgulatei* by public sector norms 
and indus'-ywidc bargaining. 

The committee also felt that directed 
credit pol icy had failed to serve its purpose, 
mainly because of the low interest fixed 
by regulators for what were more risky 
assets. Arguing that the health of the banks 
had deteriorated because oi priority sector 
lending. 

The committee found the present 
structure of admini.stered interest rates 


highly complex and rigid and not related 
to market conditions. 

The capital structure of Indian banks 
was also cause for concern with the net 
worth of the banks as low as 1-2 per cent 
of their advances. 

The banks followed a lax system of 
income recognition, with many banks 
following the accrual system of accounting 
(including those from non-performing 
advances), and made inadequate pro¬ 
visioning for doubtful advances. A more 
stringent income recognition norm would 
show large non-performing assets (NBAs) 
and losses on bank’s balance sheets. The 
committee recommended a gradual shift 
to Basle norms for income recognition. 

It recommended a gradual deregulation 
of the financial sector, including phasing 
out of directed credit, interest rale de¬ 
regulation and lowering of SLR to release 
resources for private sector. 

Since 1991 the policy of deregulation 
has resulted in the abolition of the office 
of controller of capital is.sues, free pricing 
of equity issued to public and statutory 
empowerment of the Securities and 
Exchange Board of India for regulation of 
capital markets. In the hanking sector, the 
SLR has been reduced from a high of 38 
percent from 1991 to 25 per cent by 1996 
and the government has moved to a system 
of market determined rates of interest for 
its own borrowing. New income recog¬ 
nition norms based on international 
accounting standard committee have been 
gradually enforced, resulting in .several 
public .sector banks showing large los.scs 
on the balance sheets. Under the new 
norms the ratio of NBAs was cstima'cd 
to be as high as 24 per cent in 1993-94, 
and by 1998 stood at about 16 per cent 
of all advances, interest rates have been 
largely deregulated with the credit¬ 
worthiness of the borrower determining 
the interest rate. The public sector banks 
have been re-capitalised with the capital 
adequacy ratio now close to 8 per cent 
and projected to go up 10 per cent this 
year. 

A significant change was in the .sources 
of funding for the DFIs. Their access to 
government guaranteed funds from the 
banking sector and long-term (LTO) funds 
from the Reserve Bank were cut off. Given 
the fact that the DFIs were the most 
important source of long-term capital for 
new and long gestation projects, this would 
have .serious consequences for the indus¬ 
trial sector. The second Narasimham com¬ 
mittee recommended that the DFIs 
should convert themselves into banks 
1R Bl 19991. and perhaps over time engage 
in ‘universal banking’, i e, as institutions 
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that engage in conuneicial and investment 
banking activities. The Reserve Bank’s 
discussion paper points out limitations of 
universal banking and the danger such 
universal banking poses to the financial 
sector. It mentions that the expected 
advantages resulting from greater eco¬ 
nomic efficiencies in the form of lower 
costs and better products is not borne out 
by empirical studies. Neither is the 
empirical evidence on the so-called ‘eco¬ 
nomics of scope' conclusive. The com¬ 
bination of commercial and investment 
banking gives rise to conflict of interest. 
If anything, the experience points to the 
increased risks from such universal banking 
institutions, especially during a financial 
crisis that could jeopardise economic 
growth. 

In our opinion, there is little reason to 
push these institutions towards either 
bankingornon-banking financial company 
structure. Given the underdeveloped nature 
of the capital markets and weak bond 
market, undermining of the DFIs, which 
to our mind has already begun with the 
change in the sources of funds, would 
have serious consequences. As the.se DFIs 
lack any retail network, and lend to long 
gestation period projects, they have been 
forced to directly approach the retail 
inve.stor with high interest rate long-term 
bonds for their resources. 

External sector 

In addition to the changes in the 
financial .sector, India embarked upon 
major deregulation of its external sector. 
After a sharp devaluation of the rupee 
in 1991-92, the central bank gradually 
moved to a market determined mechanism 
for determining the exchange rate. By 
1993-94, the rupee was made convertible 
on the current account with market 
determined rates. This was combined with 
significant trade liberalisation, which 
included phasing but of import quotas 
(move to open general licence) with the 
exception of agricultural and consumer 
goods, sharp reduction in import duties 
and reduction in non-tariff barriers. Import 
of gold was permitted leading to a sharp 
drop in smuggling and a corresponding 
undermining of the black market in foreign 
exchange. 

As a part of the industrial reforms the 
government liberalised direct foreign 
investments with the central bank autho¬ 
rised to grant ‘automatic* approval to 
foreign investment up to S1 per cent of 
equity in S3 industries. Large public limited 
companies were encouraged to float shares 
in the overseas capital markets through 
global depository receipts (GDR) and 


selectively allowed access to overseas 
commercial borrowings. In 1993 foreign 
institutional investors (FII) and registered 
pension funds (PF) were allowed to invest 
in the Indian stock exchanges (Appendix I 
for details). 

However, the most significant liberal¬ 
isation of capital account for residents was 
the permission granted to them to retain 
foreign exchange abroad. Domestic 
exporters were first permitted to retain 
their earnings abroad for 180 days, as 
short-term investments. In addition, the 
domestic banks were permitted in 1997 to 
invest up to 15 per cent of their Tier I 
capital abroad. These measures formally 
linked the domestic money market with 
the foreign exchange market. Indeed, this 
has been one of the stated objectives of 
the central bank's deregulation. 

External sector liberalisation led to a 
surge in inflows into the capital accounts. 
In 1993-94 the portfolio investment alone 
exceeded $3.5 billion, with additional 
inflows of $2.7 bn in 1995-96 and $3.3 
bn in 1996-97. Thus in the first three years 
of foreign portfolio inve.stment the country 
received about $10 bdlion. This large 
inflow into the capital account led to a 
sharp upward prc.ssure on the value of the 
rupee in the foreign exchange markets 
forcing the central bank to repeatedly 
intervene to mop up excess supply of 
dollars (Table 2). The large inflow 
continued during the next two years till 
the financial crisis in East Asia led to a 
decline of portfolio inflows from Fils 
during 1998 (Table 1). 

II 

Reforms in Practice 

India's experience with financial sector 
dc-rcgulation has been far from happy and 
has shown the limitations of the a.ssum- 
ptions made by the Narasimham Com¬ 
mittee. A basic presumption was that the 
financial repression and draft on banking 
re.sourcc.s by govenimcnt (through SLR) 
had raised the cost of capital to private 
sector which was ‘crowded out* of the 


credit market. Integration of the different 
segments of the financial markets was to 
lead to a lower cost of borrowing and more 
efficient allocation of rc.sources. Inte¬ 
gration of global capital flows with 
domestic money market was to widen the 
access of domestic firms to global capital, 
supposedly cheaper. Better income 
recognition would force banks to improve 
risk assessment. 

There is no doubt that some of the 
practices of the sector were archaic. Many 
public sector banks had large NPAs. The 
earlier lax nonns of income recognition 
had distorted the true pictures of the balance 
sheets. The new income recognition nonns 
showed that between 22 to 24 per cent of 
the total loan portfolios were non- 
performing. Though in many stronger 
banks the NPA ratio as low as 10-12 per 
cent, in the weaker banks it was 22 to 25 
per cent, wiping out the capital and net 
worth of several banks. By the year 1996. 
the NPA has been brought down to 16 
per cent for all public sector banks and 
with recapitalisation must banks have 
turned the comer except for three banks 
with headquarters in ca.stern India. This 
part of the reforms has been largely 
successful. 

By March 1995 the incremental effective 
SLR was 25,ncr cent and the average was 
down to 29 per cent |RBI Annual Report, 
1995|. This reduction was achieved in 
tandem with the central government paying 
market determined rate.s on its borrowings. 
The accc.ss of development financial 
institutions to cheap SLR funds was cut 
off. The DFI's, lacking a retail network 
to collect deposits from households which 
provide about 80 per cent of Indians 
domestic savings, were forced to raise 
capital through sale of bonds and allied 
debt instruments, at very high rates (above 
16 to 18 per cent p a). 

.Simultaneously, the central bank 
abolished control on interest rates 
(Appendix 1). This should have led to a 
sharp reduction in the cost of borrowing 
to the medium and large industry which 
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A Direct investment 
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B Portfolio investnieni 
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1828 

1 GDRs 



240 
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1366 
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1 
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1.503 
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and others 

6 

4 

3 

382 

239 

56 

20 

2m 

Total 

103 

1.33 

559 

4153 

489.5 

4881 

6008 

5025 

Reserves 

11.32 

-3.395 

-603 

-8634 

-5741 

13765 

-5323 

-3fifJ8 


Note: Reserves Inc.'casc-Decline-»' 

Source: RBI, Annual Report, various issues. 
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according to Narasimham Committee, had 
been subjected to a ‘tax’ to subsidise the 
credit to the central government. Tliis did 
not happen, (n coiUru.st, the interest rates 
which were pu.shetl up in the early phase 
in thc-stnbilisation programme once again 
rose tt) 16 to 20 per cent. This is despite 
easy liquidity in the banking system thanks 
to the surge in capital inllows from abroad. 
Indian began to lap up increasing quan¬ 
tities of government securities at low 
spread, since it was considered 'safe'. 
Many banks with poor asset ba.se moved 
to ‘I'.anow banking' where all incremental 
deposits were diverted to government 
securities. 

During the first phase of the reforms 
(1961-93 period) the .surge for higher 
prolils encouraged many public .sector 
banks to divert their funds illegally to the 
then booming stock markets. The stock 
market scandal that broke m early 199.3 
further atided the losses of some of these 
banks. .Stricterbank supervision along with 
some ('entral Hureau of Investig.ition 
inqiiities into the lending by Indian hanks 
to certain business houses connected with 
the I tiling piirly politicians led to stricter 
supervision and rchictanee on the part of 
the inanageinenl to objectively assess 
credit risk and fund enterprises. 

I able 3 provides data tin interest rale 
cluirges by b.miks from their prime clients. 
As can be seen the real interest rates both 
for working eapiial as well as for long¬ 
term projcct.s touched new heights. F.ven 
these rates tlo not represent the cost of 
capital tothe Indian private sector. A.study 
by Re.search i'oundation ob.serves: 
“The reported rcduetioii in the PLRs of 
hanks and linancial institutions (t-'ls) 
have been only symbolic. In deference to 
the authorities' preference and RBI's 
'moriilsuasion' for having lower interest 
rates m the economy, the nuijor nationalised 
banks (SBl, PNB. Union Bank) reduced 
their IM.R by 0.5 per cent to 16 per cent, 
importaiu foreign hanks reduced i( from 
19.5 pereem to 18.5 percent and f-ls like 
IDBI reduced it to 16 percent. Rut, firstly, 
many banks have refused to reduce the 
PI.Rs. Secondly. almo.st all hanks and FIs 
have their mtxlal rates at about 20-22 per 
cent - far higher than their I’LRs. In fact, 
FIs have again breached their implicit 
agreement to limit the upper end of their 
lending rate structure to 4 pet cent points 
over their I’LR and have begun lending, 
generally at around 22 per cent.” This w as 
ilie sitii.ition in July-Augu.st, 1996. when 
the linaneial system wa.s Ru.sh with liquidity 
|FPVV Rcseaieli Foundation 19%j. 

In other words, not only did the cost of 
bank i'inanec tise sharply after the 


reforms, the availability of credit to 
pri vatc .sector was severely curtailed. Bank 
loans as a proportion of total domestic 
financing to the commercial sector de¬ 
clined from a high of 60 per cent of total 
finuncc in 1988-89 to a low of 37 per 
cent in 1993-94 [IMF 1995]. Hence, the 
bunking reforms resulted in a peculiar 
situation where banks, hitherto confined 
to working capital credit, were unable or 
unwilling to lend to the corporate .sector, 
while the DFls, cut off from their traditional 
.source of fimdiiig were short of funds and 
competing with retail banks to mobilise 
re.sources. Banks continued to invest in 
government securities (witli total invest¬ 
ment still close to 40 per cent of total 
advances) while DFIs could lend only at 
increasing rates. 

The answer to the riddle of high interest 
rates lies in the sharp increase in capital 
inllows despite a low current account 
deficit. This surge in capital inflows pul 
an c scessi ve pressure on the value of rupee 
and required the central bank to intervene 
in the foreign exchange markets to siphon 
oft the excess dollars to keep the rupee 
value stable, and resulted in constantly 
increasing foreign exchange re.serve.s with 
the Reserv'c Rank. The intervent ions in tlie 
foreign exchange markets were often in 
excess of $ 1 billion a month and in the 
first three quarters of 1997, exceeded $ 9 
billion (Table 2). 

rhe total loreign invc.stmcnt inflow of 
$5 billion in 1993-94 wa.s dispropor¬ 
tionately large to the historically levels as 
well as to the funds rai.scd in the domestic 
capitJil market which were close to $ 6 
billion and disbursements by financial 
institutions of $ 8 billion. A substantial 
pan ol these inflows were from GDR 
issues by Indian corporate sector. Tltc data 
eolleeied by ministry of finance indicates 
that till the end of September of 1994 


(when end-use guidelines on companies 
raising funds abroad were enforced) only 
28 per cent of the funds were used for 
capital equipment; of the balance, 17 per 
cent were used to reduce high cost domestic 
borrowings which have begun to hurt the 
companies across the board; and the 
balance was used as short-term invest¬ 
ment in the money and capital markets 
IIMF 19951. 

Against the background of a poor fiscal 
position of the central government and 
slow investment response from the private 
sector, the immediate impact of the surge 
of fund inflows was to generate rapid 
increase in domestic liquidity as Reserve 
Bank accumulated increasing international 
re.serves to avoid an appreciation of the 
exchange rate. The scale of the impact of 
liquidity can be seen from the fact that the 
$ 8.7 billion increase in the not foreign 
:is.scts of the Reserve Bank in 1993-94 
corresponded to 37 per cent of the reserve 
money (MO). The increase in reserves 
continued unabated in the next year when 
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Inflation'* 

19811 81 
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9.0-1.3.0 

16.6 

1985-86 

16..50 

14.0 

4.9 

1990-91 

16.5 

14.0 

10.3 

1991-92 

20.0 

14.0 

i3.6 

1992-93 

19.0 

17.0-19.0 

10.1 

! 99.3-94 

19 0 

14.5.17.5 

8.4 

1994-95 

15 

15.0 

10.9 

1995-96 

16,5 

16.0 19 0 

7.7 

1996 97 


14.5 

6.4 

1997-98 

12.75-1.3.0 

14.0 

4.8 

1998 99 



5.6** 


Now: per cent change in wliolcsale prices - 
wt'ckl) averages. Dal.i for 1980-86 based 
oil index with 1970-71 as base; thea-after 
from new series, base = 1981-82. 

*• up 'o January 1999 
Sourcf: RBI, various issues. 
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Quarter 

Purchase 

Sate 

Net (+/~) 

1995 

.\pril-Junr 

.36.1H) 


36.00 


Jiily-Septcmbcr 

.338.18 

- 

338.2 


()clober-lX*ccmlH:r 

568.50 

1520.50 

-(952.00) 

1996 

January March 

2643.IK) 

2413.00 

230.00 


April-June 

2063.(K) 

809.00 

1254 00 


Jnly-Septembcr 

2687.(X) 

1473.00 

12I4.(X) 


(Iciober-Dcccniher 

2666.00 

1142.00 

1524,00 

1997 

January-March 

3823.50 

15.00 

.1808.50 


April-Junc 

4228.00 

859.00 

3369.00 


July-.Septembci 

2980.00 

1901.00 

1079.(K) 


Oclober-Dcccnibcr 

2088.00 

3896.00 

-(IgOS.Utl) 

190S 

lanuary-March 

5767.00 

4577.00 

1190.00 


April-June 

6807.00 

8987.00 

-(2180.00) 


Jiily-.Septembcr 

12780.00 

11599.00 

IIKI.OO 


Ociober-Dccember 

2826.00 

2740.00 

86 

I9<W 

January-March 

6333.00 

2578.00 

2755.00 


Soiinv: Keicrvi' lUink of India tiulleiin, various issues. 
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the reserve went up by another $4.7 million 
and after a small dip increased by an addi¬ 
tional $ 6 billion in IWb-Q?. To mitigate 
the impact of this rapid inflow, RBI also 
encouraged commercial banks to hold 
foreign assets. Hence, the net foreign e.x- 
change assets of tlic banking sector 
(includini’ RBI) ro.>e fn't’i Ks 2,444 bn in 
1992-93 to R.S .‘',461 bn bj 1993-94 and 
toastaggering R.s 13,462bn, by .September 
1998. As a proportion of resers’e money 
these conslitnted 22 per ectil in 1992-93, 
rose to 57 pcrccn! in 1993-94 and further 
to 60 pci cent in "'Of'. The real cffvxiivc 
csehangc r.i!'.’ appr.viaL'd by 4 per een* 
in 1993 . 04 , a'-'iiihVi 7 pei cent ilming ilic 
ne.xt iwoye.ar. |RBI Animii'Ki-piirt, various 
issues! 

Apps'ildis II Jisensse.s ilic Isvo 
depif'.lalii'i! cpisOiles in ics'cnl time;;. 
These den', iiis'r.iti- bu sa lesui; ('•'these 
I'inanciai reiiini-' .ii’.<l .ntreraisoi' 
cMern;:! ti'.iikel v.iih 'loiivstic mitne.’- 
niaiker. Reseve Bat)!, has lost eontrei 
ov.’r ”!onc!;'.rv "o'sey n.-spiie low i.ilcs 

t'l ii!>l.'.i.i"!.iliv;!i:e’i'-.!ra'e,-.!Ti\e!em liiiC'l 

i'l 'h 'ai;’e!y iopi.'vei’'.i.ngeI'lilllovv.s.md 
t ' an cro'i'-i ui 'h.- value ol ihe 

lUf'i'. ' biw t’i -eitsir !«' .l' I'l’-iry has 
deelined, mil liumy lei’i."-’ ' lat i! iIHIi.mIi 
if I'.i'! ''I'i'Ossibif 'i • i.-irs '-1 oitiK 111 tide o\ er 
shori lei'u "lil'liei.l’.es, Sh.irn in. '.vase in 
Icr.g-'i.'riii i'il< rei.i laies has le,! to sl.'w- 
lii’i. 11ii.ve- line!.' I .!'d'i.'i:‘:.il gunsih. 

iC'elr.i'.i... new ' leh of ' 2 8 percent 
IP lO'js 0 (). lii- it'iiiist'-.i! ;.r"vMh slowed 

down eon'iderably “i.fi per eeni in 
;99(. e"’ and ii. c b per cent in 1907 ').S. 

HI 

Industrial Sector Reforms 

India has had a slearl) articulated 
indii.iiial p'4i.'\ ^i'll.•e die .Seci'iid I'ive 
Ye.n Plan The nidiii.ti i:.l policy statement 
ol 10.5ii ailicti'.ated ibe broad ohjeelives 
of direct in,e in'estmeni m conformiiy " ith 
plan priorities, spreading indu.stry to 
backward arc .is. pn 'irujliiig cinplovmenl- 
intensixe ■.mail industry and substituting 
domestic production for impoiis. 

i ndut'rial I iecr.si ng w as 1 ise-t as the prime 
instaunent to uehievt’ these cbjecllvcs. 
However, mdiisti'ul liaensiitg was not die 
only nu'de of control, (liven the fact that 
India’n industrial growth w.is constrained 
by avai lability of bxrcign exchange, access 
to foreign technology, capital goods and 
intermediates were tightly regulated 
■ through a system of imiKirt quotas and 
approvals. Import licen ling and high tariffs 
came to characterise Indian trade regime 
and the severity ol>estriclions varied with 
the availability of foreign exchange credits 


and reserves. In combination, indtistriai 
and import licensing regime constituted a 
significant barrier to entry in several 
industries IBhagawati and Desai 1970). 

In addition, the government designed a 
range of iiiceniixe.s, fiscal and monetary 
to achieve some of the objectives. In order 
to support S.SI, some poxluct gioups were 
rc.scrved for them and the rate of interest 
charged to sni.il! and nu'dium firms was 
lower. The development financial in.sti- 
tiitions proviilcii long-term finance at low 
rates and a! Iiiyb debt to equity ratios. 
Policy to prexeni concentration of cco 
nomic power leil to use of licensing to 
divide the .small .1. imestic market between 
producers. Aiul estrictions were placed 
on inter t•ol|'■":.(e invesimeiUs and on 
mergers. 

The mam ci ’iiciMn of (he old regime is 
that ii di'toricil d.e iii.eiUive stiucliire and 
pri.-moted '-cit seeking' aclivilies and 
I'cncrate.l uiipmdueiive monopoly prob's 
IKieugei "'7-1 i. 'x'.'hen industiial licenses 
arci'siied,p .!•" i.insanilburcaucmtscan 
esiiact bribes lii'i'i ndustri.'ilisis who are 
in turn r,;" .lul-ci' ■•' ith monopoly or oligo¬ 
poly po'vci, '.laulaily. the impoit quotas 
anil higli la-if' '."laranice supcmormal 
pioliii for the fiiir which lends to become 
inefficient In Hb'.ence .il coinpctiUve pres¬ 
sure. Consiitn.-rs pay high prices, wlu'eh 
also reduces the ilrnis incentive to export. 

.Sixmet.fihes.-ciilicistiiareundoiihiedly 
Hue and tippb. 10 the Indian case as well. 
It is obvious i''«i the (rlanners were not 
conspiring i<* ivt.ird indu.slrial gnnvih 
through severe policy induced entry 
biirriers. Planners were merely iiil-cresled 
in shifting, '.'hat Ihey considered to be 
scarce inxesiif.L' resources, from socially 
less desirable sectors (stiy luxury poods) 
to more desirable sectors (like infra¬ 
structure and wage goods,'. Hence, the 
cnirv reslri'iK't's were severe only in a 
narro'x' group of induslritts like aulo- 
mobiles. xx liiic go'Kls. cosmciic';, synthetic 
cloth, etc PI.einers were keen to direct 
investment ini.i sectors like cheap cotton 
cloth, footwear, cement, etc, and licences 
could be had ter the asking by mid -l97()s. 
(Price control-, m some ofthe.se industries 
- e g, cement and drugs - meant ih 'l 
private capii.d was not infcrc.stcd). 

In industries wiih severe entry restric¬ 
tions - m.ainly consumer durable - there 
emerged Inge nnsatisfied demand. 
C.'imsumers h.ul to wail for years to get a 
scixrter or a car and in others, pnxhiccrs 
rai.scd prices in skim the market. What is 
even more interesting, this raised the 
profitability of those very’ industries that 
the planners wanted to discourage. 
Lobbying for entry into such industries (or 


blocking entry of potential competitors) 
.soon came to acquire top management’s 
attention. 

Even where entry xvas pcrntilieil llmtugh 
grant of an industrial licence, the govern¬ 
ment .S|x.*cified the si/e and the location 
of the plant. Planners were guided by the 
concept of ’economic size’ x>f plants and 
prcx’cniion of dominance through prc- 
eniplmg of capacity. As a result, targeted 
capacity was fragmented hetween several 
nu'diuin .size units, unable to exploit .scale 
economies. Thus, tinlay in sevenil indus- 
iries, Indian plant sizes are out of line 
witli international trends. Thus pixlyestcr 
fibre plants in India had a capacity of 
lO.DOC' tonnes per annum while inicr- 
naiionally I.OD.OOO tonne plants were 
common. Similarly, in jiapcr. cement, 
paiiils. dyes, etc - sectors where Indian 
capital good industry could luifil the 
requirements - Indian capacity was Iraiv 
menied in uneconomic si/e plants The 
only '•xcepiions wvie units depctulem on 
impoiled machines, which weie allowed 
to inMall capacity htised on the available 
plant .sizes in ihe international markets. 

riie rcsirieiions on technology imports 
wen- meant to protect meseent R and I) 
efforts III the ceonomy and pcisuade firms 
to Ix'come .self-reliant. With hiiulsiglu. 
and given recent research on the complex 
process of technological development il 
m:iy .sound naive that Indian firin.s would 
undertake serious R and H simply K'cause 
import.s xvere 1 esiricted. On the othci' hand, 
rcsiritlionson iinpixrt of technology meant 
that in several sectors Indian |ilants were 
unable to modernise. Introduction of 
advanced prod'jction technologies and 
products was difficult, and the manu¬ 
facturing sccitxi faced widespread leehno- 
logiCc'il obsolescence [Bhagavaii 1985], 
Tixlay, production technology in .several 
priK'ess indiisliies like paper, chemicals, 
sugar, etc. is gro.ssly eneigy incUicieni, 
and (|iiilc out of line xvilh global trends. 

Il xvouki be incoricci to conclude that 
the old regime totally failed in itsobji-ctives. 
1‘roleetion granted to smtill and niediiim 
firms has made several Indian industiial 
sectors extremely competitive |(’h.indra 
1986|. Small firms iinlay actoiiiii (or hall 
or more of the output m iikliislnes like 
detergents, paints, synthetic dyes, paper, 
sugar, fixolw'ear, etc. 'I hey generate more 
than 40 [ter cent of Iru'i.i’.'' export.s. Weak 
palcnl proicctior. piovidcd Indian drug 
firms with opporiuniiy of innovating new 
proccssesiiiiiianufactun,'same molecules, 
prov r.lini! the Indian consumer with drugs 
at low prices unmatched in the world. 
Restrictions on repetitive impixrts helped 
standardise the design and si/e ()f capital 
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goods in several industries leading to 
considerable international competitiveness 
in the capital goods sector [World Bank 
1984], Restrictions on repetitive imports 
forced Indian capital g(K)Cl producers to 
develop considerable reverse engineering 
capability, along with R and D efforts aimed 
at modifying designs to suit Indian condi¬ 
tions and available construction materials 
[Chandra 1997 and Khanna I992|. 

Similarly, restrictions on foreign firms 
helped Indian joint venture partners to 
negotiate terms favourable to them. 
Restrictions on use of foreign brand names 
helped growth and strengthening of several 
strung domestic brands not found in many 
developing countries. 

Tlic object of the industrial reforms in 
India was to eliminate entry barriers and 
alter the incentive structure so that markets 
and prices guide private and public invest¬ 
ment and corporate policies. Appendix 1 
provides a broad overview of the reforms 
carried out .so far. The most im|K>rtant 
feature of the industrial reforms has been 
tti case the entry of foreign direct invest¬ 
ment in .several sectors of the economy. 
Though, the new policy demarcates the 
area where foreign investment will be 
welcome, the government rc.servcs the right 
to approve any investment in the.se on 
‘case by ca.se‘ basis. The use of foreign 
brands has been penniited. Joint ventures 
with Indian lirms too arc cleared by the 
RBI ona ‘fast track'. Foreign tradingfirms 
have been allowed to operate in India. 
Majority ownership in most ureas has been 
allowed, and formerll^RAcompanies with 
foreign equity below 40 per cent have 
been permitted to raise it to 51 per cent. 

Restrictions on location, size, on mergers 
and acquisitions, and anti-monopoly 
restrictions (under the MRTF Act) have 
been withdrawn. Technology imports and 
payments fortechnology/licencc fee or for 
hiring ol foreign technicians have been 
eased. Price controls are confined tolimited 
number of goods - mainly essential drugs. 

IV 

Emerging Competitive Scenario and 
Corporate Restructuring 

As mentioned above the objective of the 
reforms in industrial, trade and financial 
sectors was toalter the competitive scenario 
in the economy and encourage corporate 
managers to move to market and price 
based signals for corporate strategic 
decisions. 

However, the corporate sector could 
only build on the existing industrial and 
corporate structures described above. The 
emerging industnul and financial scenario 
acquired several specific characteristics 
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that had to be addressed. Some of these 
are: 

(1) .Small and medium firms began to 
find it difficult to tap the liberalised 
financial markets. With the phasing out 
of subsidised credit to small and medium 
enterprises, there were no advantages in 
promoting numerous small firms or 
fragmenting the capacity between several 
firms promoted by the same busi ness group 
or industrial house. 

(2) The Indian corporate sector has been 
characterised by high debt-equity ratios, 
and given the fact corporate sector 
generates less than 10 per cent of the 
savings while households generate 80 per 
cent or more, high leveraging sustained 
faster industrial growth. Now, bankers' 
reluctance to share proportionate risk and 
high cost of capital began to impact on 
the industrial sector. 

(3) The access to credit being now shaped 
by the evaluation of the credit rating 
agencies, meant that there was pressure on 
management to merge their poorly jier- 
forming units with profitable ones, so that 
the bondholders’ risk was reduced. Low 
credit rating also meant that the cost of 
long-term debt was very high and often 
far above the so-called prime lending rates. 

(4) W ith the withdrawal of entry barriers 
and controls on sire of inve.stmcnt, choice 
of technology, the weaknesses of Indian 
firms in meeting the challenge from new 
entrants, domestic and foreign, with large 
size plants, better product features and 
technology and more aggressive com- 
jietitivc strategics came to the fore. 

(5) Many business groups had acquired 
a menagerie of businesses depending on 
the vagaries of the old industrial policy, 
without any regard to specific capabilities 
or strengths to compete in the business. 
Opening up of the industrial .sector and 
consequent increasing competition, meant 
that the group had to re-assess its portfolio 
of businesses and retain only those in 
which it hud capabilities and long-term 
competitive advantage. Other businesses 
would necessarily have to be jettisoned or 
sold off. 

(6) The freedom given to multinational 
firms 10 enter a large segment of Indian 
industry brought about a rush of large 
international oligopoi ies with deep pockets 
and aggressi-e competitive strategies. It 
also undermined the bargaining power of 
Indian firms to negotiate acceptable terms 
in joint ventures with foreign firms. 

(7) As mentioned above, the earlier 
restrictions on the size of industrial units 
had resulted in plant sizes tliut were out 
of line with the global trends in minimum 
scale economies. Thus Indian plants in a 


wide range of sectors needed to scale up 
to reap these economies quickly before 
large international players tilted the 
competitive balance against them. The 
Indian firms have begun to look for ways 
to achieve these economies of scale. 
Associated Cement Company (ACC), has 
scaled up all its cement plants to a mini¬ 
mum 1 million tonnes per annum capacity, 
while other cement manufacturers are 
looking for a wider regional spread. 

(8) The large number of joint ventures 
in India, where Indian firms acquired 
foreign technology by parting with a 
minority stake in most ventures now were 
to be restructured, with several Indian 
promoters aspiring to acquire the stake of 
their partners or vice versa. 

(9) Lastly, the opening up of the several 
.sectors, earlierreserved for the public sector 
(like telecom, power, ports, etc) without 
any attempt at enhancing the autonomy of 
and restructuring the PSUs means that 
Indian PSUs face unequal competition, 
and despite considerable strengths, have 
been unable to respond. Absence of 
powerful Indian firms and the financial 
squeeze in the economy, has meant that 
.several of these sectors are slowly targeted 
for takeover by MNCs with little resistance 
from Indian firms. 

In many ways, the change in the com¬ 
petitive .scenario has been overshadowed 
by the entry of foreign firms in the Indian 
industrial sector. First to respond to the 
opening up of the economy were, the MNCs 
already operating in India prior to 1991, 
either as associates or through joint 
ventures. About 100 foreign firms, who 
were earlier forced to dilute their equity 
holding to 40 per cent or below, moved 
to enhance their control over the firms to 
51 percent or above. In otherca.scs, where 
the firm was jointly controlled and 
managed with an Indian business house, 
many MNCs have bought out their Indian 
partner. 

This enhanced control over Indian 
associates has been accompanied by closer 
integration of Indian operations with the 
MNCs global strategy. This has oeen 
achieved by posting of expatriate managers 
in key positions and product rationalis¬ 
ation. llius the ABB group has merged 
its three Indian associates and selected 
its Indian operations as a sourcing base 
for a few products for the entire Asian 
markets. 

In addition, several MNC, who were so 
far absent from the Indian scene, have 
entered the market. During the period, 
1991-96, mote than 5,000 FDI proposals 
for a total proposed investment of 
Rs 1,50,579 crorc {$ 36 billion) were ap- 
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proved though the actual inflow has been 
subsuuitially lower (Table 4). 

As mentioned above the Indian firms 
found themselves at a disadvantage in 
several sectors of the economy compared 
to the multinational firms entering the 
Indian market, armed with global economy 
of scale, capacity to cross-subsidised their 
enuy, powerful brands and new technology 
and product features. The Indian corporate 
sector tried to respond to these threats 
through undertaking large-scale restruc¬ 
turing. Firstly, mo.st of the large business 
houses (LBH) have undertaken a careful 
rc-evaluation of their portfolio of busines¬ 
ses. While (heTatas have withdrawn from 
soaps and detergents through sale of Tata 
Oil Mills (TOMCO) to Unilever, the 
S inghanias have spun off the glass business 
from their conglomerate firm Ballarpur 
Industiies. Secondly, in several sectors 
they need to enhance of their scale of 
oiwrations and tliis require, new invest¬ 
ments and often induction of new techno¬ 
logy. This is witnessed in cement, chemi¬ 
cals, synthetic fibres, and even in .sectors 
like textiles where firms like Arvind Mills 
Iwvc sought to entrench themselves in 
narrow .segments of the industry. 'I'hirdly, 
the need to induct new technology or 
product features has become imperative 
in several industrial and consumer goods. 
Thus, firms which have been unable to 
improve their products in the white gcKxIs 
industry found themselves at a dis¬ 
advantage. Fourtlily, with marketing and 
branding and nationwide (often global) 
distribution as the key elements of MMC 
advantages. Inilian firms have tried to 
widen their range and scope of products 
through acquisitions or buying or .selling 
of brands. Thus Kanhaxi that was earlier 
overwhelmingly concentrated in llic anti- 
infcetiousdrugs groups has tried to acquire 
other product lines and brands to achieve 
synergies in its marketing, distribution and 
R and D operations. 

However, Indian coniorale .sector’s 
efforts at restmeturing have faced several 
obstacles, most of which have to do with 
the shocks provided to the financial sector 
of the Indian economy. It is well known 
tliat since corporate restructuring alters 
property rights and liabilities of entities, 
banks and financial institutions have a 
very important role to play. In an economy, 
where more than three-fourths of savings 
come from the hoasehold sector and where 
the financial sector plays an important role 
in channelising these to the industry, the 
disruption of financing to the DFIs has had 
a .serious impact on the corporate .sector. 
Banks and DFIs absorbed in their own 
rc.striicturing and new rules of the game 


have been unable to provide support to the 
corporate .sector's restructuring. Banks, 
flush with funds, thanks to the monetary- 
impact of large capital inflows, were 
unable/unwilling toobjcctively assess risk 
and lend to corporate sector, preferring 
government securities which RBI was un¬ 
loading from its portfolio at an increasing 
coupon rale to sterilise the im|>act of foreign 
capital inflow. DFIs, the only players with 
capabilities to assess long-tenn projects 
and a.s.sociatcd risk, were starved of 
resources. 

As shown in Table 5 there was a decline 
in credit from DFIs to corporate .sector. 
DFIs which used to provide about 22-24 
per cent of finance to iarge Indian firms 
at the beginning<4 the decade, were foreed 
to sharply reduce their lending, forcing 
firms to rely increasingly on internal 
resources and equity finance. The decline 
was severe in llic first two or three yetirs 
of tlie financial reforms programme when 
DFI lending, declined to alxiut 6 per cent 
of new investment (Tabic 5). If anecdotal 
references arc to lie considered, difficulty 
in obtaining support was much more acute 
for medium and small fimis, already facing 
sharp increase in competitive prcs.sures. 

With tlic access to credit .shaped by 
hankers’ perception of ‘safely’ and low 
risk, bal.inceshoci as.scts rather than 
project’s future returns came to shape avail¬ 
ability. Firms within the some business 
house arc licing merged tonttain a minimum 
financial si/e so that cost of raising capital 
can be lowered, l-inancial synergies rather 
than operational synergies have liccome 
the key to survival, ilianks to the changes 
in the financial sector. 

The use of credit as a comftetitive tool 
by .several foreign suppliers (c g, of ptiwcr 
equipment) has undermined the ability of 
Indian firms (like HIIBL) to protect their 
market. Despite some deepening of the 
financial markets, thanks to the entry oi' 
large nuinircr of non-bank financial com¬ 
panies (NBFC), credit at .such high cost 
undermined the position of Indian fim-.s 
in several sectors where customer credit 
was the most potent competitive tool. 

With cost of debt rising shuqily, it was 
obvious to most managers that running 
business with interest rates of 18-24 per 
cent was suicidal. Indian firms responded 
by shifting to the equity market and 
securitised debt (debentures, commercial 
paper, eic). This was ea.sy in the 1992-94 
period when the stock market w'cre 
booming and freedom of free pricing of 
.shares 'brough* forth a large number of 
share issues. Debt was being increasingly 
replaced by equity (Table 6), the leverage 
debt-equity ratios for private sector Indian 


firms that were close to 2:1 in early 1990s, 
declined to I..! by 1996 (Table 6). 

The impact of this shift in the capital 
structure of Indian firms was to prove 
disastrous for Indian corporate sector. 
Large issue of over priced equity diluted 
the earnings per share and destroyed firm 
value, which became evident once the 
over-heated stock markets collap.sed. This 
would have serious consequences for the 
valuation of Indian firms thanks to 
declining return on equity. This erosion 
of value was ultimately to make Indian 
firms easy targets for fiireign as well as 
stronger Indian predators. It also meant 
that as the economy dcflulcd under pressure 
of high interest rates, and competitive 


Taih 14: Tdtm. I'oscKiN Dinu-r lNvi.vr.wrNr ano 
Iniiown 


Year 

No of 
Apinovuls 

Amount 

(It-sCr) 

Actual Inilows 
(K.S f'r) (IJS$ mn) 

1991 

289 

7.t9 

351 

1.55 

199: 

692 

5256 

675 

233 

I99.t 

785 

It 189 

1786 

574 

1994 

IU62 

1.359(1 

.3(8)9 

958 

1995 

1.T55 

37489 

6720 

2100 

I99t. 

15.59 

.3945.3 

84.31 

238.3 

1997 

1665 

57149 

12085 

33.30 

l')9« 

na 

2.511(3 

843.3 

2073 ■ 

'I'olal (since 
I9V1) na 

189968 

41490 

11806 


Sourre: hcimnimc Survey IW7-‘M, Got, Dcllii, 
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|3)92 
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nee all VC 

199.3 

: 3.785 

19.0 

2.3 

I'W 

27.897 

9.2 
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1995 

37.-347 

6.5 

6.-3 

199(> 

48,127 

10.3 

6.5 

1997 

50,775 

13 8 

6.5 

1998 

49.197 

8.0 

10.8 


Notes: Hascd on rinaiieiul flows of l.tKiO noii- 
finance companies listed on the Moinbay 
.Sl(Kk exchange and for whicli Jala is 
available for the cniirc iwriixl. 

Source: Gompiiled from Prowess flaiabase. 
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1.97 
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1993-94 
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1994-95 

1.28 
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1995-96 

1.23 

na 

1996-97 

1.32 

na 
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Chart. MERoifK Announcements 



pressures ii)crcu.scd, Indian firms would 
find tlicm.selves cut off from both debt and 
equity markets. 

Stringent credit availability also under¬ 
mined the efforts of Indian promoters 
willing and keen to buy out their joint 
venture collaborators. Example like 
Mafatlnls in .National Organic Chem Ltd 
and Nags of irB-Bosch abound. Both 
refused to sell to their predatory joint 
venture partners, but found it difficult to 
raise funds to finance theirexpansion plans, 
without which the future of their respective 
firms is bleak in the new scenario. Changing 
entry rules and financial squccae meant 
that control of most of the joint ventures 
passes into the foreign collaborators hands 
(Table 7). 

V 

Merger and Acquisition Activity 

During the last five years, India has 
witnessed a substantial rise in merger and 
acquisition activity (M and A) in the 
industrial and Imancial sectors of the 
economy. The t.bolition of MRTP and 
FF.RA restrictions, especially pre-merger 
scrutiny by the MRTP Cummis.sion, and 
the availaoilily of a large number of sick 
and weak firms has opened up possibilitie.s 
of restructuring both at the firm level as 
well as at the level of industry. While 
many firms arc seriously re-cxainining their 
business portfolio, the stronger and 
dominant firms - mostly of foreign origin, 
are restructuring entire industries, usually 
resulting in an increase in the degree of 
concentration. This has resulted in what 
is being called ‘the first merger wave’ in 
corponite India. 

No comprehensive data on the M aiul 
A activity is available in India. We have 
made efforts to fill in the gap by com¬ 
piling a comprehensive list of such ac¬ 
quisitions during the 198.1-97 period. 
Tliough all attempts to include all the 
cases has been m,'idc through a scrutiny 


of .secondary sources, no claim about its 
scope is made. 

The database built at Indian Institute of 
Management, Calcutta, now tracks every 
major public announcement of merger, 
acqiMsition/takeover, .spin-off or split-up, 
or change in joint venture partner or 
transfer of control to one partner. The data 
is based on announcements in the leading 
business and economic dailies as well as 
the three leading business magazines 
published in India. Though the data is far 
more comprehensive for the peritxl after 
199.1, the earlier period has been recon¬ 
structed from the fortnightly business 
magazines and files of the company law 
board. 

As the Chart shows, there has been a 
sharp increase in the overall M and A 
activity in the Indian corporate sector. The 
number of mergers in India has risen 
sharply since the initiation of industrial 
deregulation. Fmni a level as low as .10-35 
mergers in the late 1980s, the merger 
activity touched a peak of 430 merger 
announcements in 1995, and rose further 
to 552 mergers in 1997. 

Caution must lie exercised in interpreting 
this data. Firstly, the data for the pre-1991 
period is not strictly comparable to the 
post-reform data, which is far more com¬ 
prehensive. As mentioned above, the earlier 
period data is based on announcements in 
foitnightly business journals andcompany 


law board files only. Secondly, the data 
pertainsto ‘meigerannouncements’, where 
each pair of firms (target and bidding 
company) is treated as one announcement 
(unless the names of all the bidders are 
announced at the same time). Thus, if a 
firm like say Ashok Paper Mill has three 
bidders and the press reports these at 
different points of time, our database will 
have three entries. This provides for some 
firms appearing in our database two or 
three times. Thirdly, no claim is made that 
the merger is actually achieved or realised, 
since many bids are fruitless or take years 
to be consummated. 

As mentioned above, the opening up of 
the Indian economy to foreign capital along 
with the abolition of industrial licensing 
has invited the attention of substantial 
number of large multinational corporations 
and provided a spurt to merger activity. 
The.sc MNCs are known to exercise an 
oligopolisticcontrol over .several industries 
worldwide. Given the fact that they have 
succeeded in maintaining theirdominance 
in several national markets through their* 
policies of differentiation and branding, 
it is not surprising that it is the consumer 
goods sector in India which is experiencing 
a high degree of penetration. Automobiles 
and other consumer durables arc obvious 
examples. Food and beverages industry 
has .seen entry on a very large scale, with 
several well known international firms 
entering the Indian market. Pepsi, Coca 
Cola, Cadbury, Danone, Nestle, etc, are 
the most well known. 

In addition, the opening up of the 
infrastructure sectors, hitherto mono¬ 
polised by the Indian public sector, has 
brought in a clutch of multinationals in 
the power, telecom and port management 
sectors. In these sectors, the Indian private 
.sector firms are largely absent or weak. 

The MNCs, being attracted to India, are 
on the lookout for strategic options to 
quickly and successfully enter the Indian 
market. I'akeovcr of an existing firm cuts 
down the time to set up a busine.ss from 
scratch and provides access to managers, 
organisational capabilities, distribution 


Tabij; 7: Mfrofr and AreuisinuN Announcements 


Year 


Bidders 


Total 


Taraet 


Indian 

Foreign 

JV 

NA 

Indian 

Foreign 

JV 

1991 

65 

6 



71 

63 

6 

2 

1992 

107 

23 

1 

4 

135 

105 

16 

14 

199.1 

216 

62 

6 

4 

288 

220 

33 

35 

1994 

294 

62 

6 

2 

364 

305 

39 

20 

1995 

262 

103 

49 

16 

430 

314 

60 

56 

1996 

295 

1.14 

47 

53 

529 

422 

45 

61 

1997 

234 

279 

11 

28 

552 

396 

60 

96 

Total 

1473 

669 

120 

107 

2.369 

1825 

259 

284 


Source; Klianna (1997). 
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channels, etc. at one stroke, substantially 
cutting down the time to effect a success¬ 
ful entry. What is more, it does not add 
a new player to the respective product 
market; indeed - at a price ~ one may 
wipe otT from the scene, domestic brands 
built up during the period when foreign 
brands were a taboo. Most multinationals 
have perhitps been surprised at the low 
price of such acquisitions and many, 
like the Unilever group or ABB, have 
become aggressive players in the takeover 
game. 

ITiis has resulted in an unprecedented 
increu.se in acquisition of Indian companies 
by MNCs. As Table 7 shows, the number 
of Indian companies acquired by foreign 
r^rins n).sc from an insignificant level before 
19‘J1 (average of 2 to } per year) to close 
to280acquisitionsin 1997.0verthe 1991- 
97 period, foreign firms with majority 
ownership made 669 acquisition bids while 
joint ventures where foreign firms have 
substantial slake and participate in 
I nunagemcni made another 120 hi ds. These 
llgure.s include majority contiol acquired 
by foreign partners in joint ventures, as 
weil as increase in equity control in FERA 
firms from 40 to 51 (rer cent. 

Together, these acquisitions constitute 
more than 33 per cent of all acquisitions. 
What is even more .significant, by 1997, 
foix'ign bidders exceeilod the bids made 
by Indian linns. If we exclude the mergers 
that do not result in any change in control 
(i e. merger between firms owned by the 
same group of promoters), then the 
acquisitions by foreign firms look even 
larger and significant in proportion. 

Thus we .see, that the objcctivcof making 
Indian industrial sector globally com¬ 
petitive has been undermined by ill- 
conceived inda.striul and financial policies. 
In several sectors, there has actually been 
udeclinc in competition with the systematic 
buying out of domestic lit ms. ITius, all the 
independent sof: drink manufacturers 
have been taken over by the two American 
firms, while Unilever has bought out most 
of the ice-cream firms in the country. The 
efforts of domestic firms to re.structurc 
have been made impossible by the con- 
fu.sion and chaos in the financial markets. 

Conciusiuns 

The objective of financial refonns, as 
stated by Narasimham Committee, was to 
make the Indian financial sector more 
efficient as well as put an end to the .so- 
called ‘financial repression' that had held 
back the growth of financial .savings and 
thcircfficicnt channelisation into industrial 
activity. This was to be achieved through 
reducing the syphoning off the bank 


resources by the Indian state through 
reduction of SLR and shifting the govern¬ 
ment's borrowings to open market at 
competitive rates. The DRs were to be 
restructured as banks or non-bank finttncial 
firms with little emphasis on their role in 


Financial Sector Rerornis; 19V1-99 

* Control over capttui issues abolished. Free 
pricing of equity. Security and Exchange Board 
of India to regulate capital markets 

* SLK on incrciuenlal net domestic demand and 
time liabilitic-s (NDTl.) reduced from J8..i per 
cent in 1991-92 to 2fi per cent. 

* Incremental cash icscrveratio (CRK)of lOper 
cent removed and one third of the iinpouitdcd 
cash balances under inciemcntal CKK released. 

* Number of adininislcred interest rates on battk 
advances reduced from 20 in 1989-90 to 2 in 
1994-95. Interest rate on loans above Ks 2 lakh 
fully decontrolled. The ceiling intea'St rate on 
non-rcsidenl (external) rupee account term 
deposits reduced from 11 to 8 per cent. 

* Naliunaliscd hanks enabled to access the capital 
market fur debt and equity, through amcudmcnl 
of Banking Companies Acl 

* Several private hunks have already slat led func¬ 
tioning. Banks alloued to raise capital conlrihution 
from loreign institutional investors up to 20 (icr 
cent and fiom luai-resnleiil Indians up to 4t) |x;r cent. 

* Prudential norms for income recognition. 
cla.ssincalion of assets and provisioning for biid 
debts iiilrt'duced 

* Provisioning requncineni for non-perforining 
advances of less lhan Ks 25.0(X) raised to be 10 
IHirceiil in 1995-96. 

* Capital adequacy ol 4 per cent attained by all 
banks by Match .11. 199.1, and of 8 per cent by 
end March 1996. Capital adequacy to be rai.scd 
to 10 pci cent by 2000. 

* Hunks given freedom to open new brunches 
and upgrade extensinn counters on attuimng 
capital adequacy tiurms and prudential 
accounting siuiulards 7'hcy are permitted to close 
non-vtuble hrunchc.s other than in rural arcus. 

*' A board of I inancial supervision has been set up 
with an advisory ciiinicil to strengthen the super- 
vi.sory system of banks and financial inslilulions. 
A separate dcpurtmcnl of supervision was also 
established in KHI in December 199.1 for assisting 
the board. 

* Bank lending norms liberalised and bank; 
given frccduin to decide levels of holding ol 
imlividual items ol inventories and leccivahlcs 

* inoating interest rule on financial assistance 
(linked to interest rale on .164-day treasury bills) 
introduced by some all India devctopniciil banks. 

* Financial inslilutions' access to SLR funds 
eliminated and they arc encouraged to approach 
capital murkel for funds. 

* LTO funds facility provided by RBI to IDBI. 
tlKI, TFCI and RXIM Hank withdrawn. 

* Government guaranteed bond facility to 
development financial institutions withdrawn. 

* Thepropoilionoffiind.siobeinvcstedbyI.IC<}lC 
and Un in giivemnient .securities and suckvoricnlcd 
sectors reduced from 70 per cent to 45 per cent. 

.Vrwree.'Prepared from. Economic Surveyi, 
various i.s.sucs', and India (i991b). 


overcoming the shoilcoming.s of the Indian 
capital markets. 

In addition, the central bank has made 
conscious effort to integrate the foreign 
exchange market w ith the domestic money 
market through liberalisation of capital 


External Sector Liberalisation 

* Uirge firms peniiiticd to access funds from 
abroad us global depository receipts and coni- 
morcial borrowings. 

* Large firiiis iwriniltcd to access overseas bond 
markets. 

* Foreign portfolio investmeiil in Indian 
firms permitted up to 25 per cent. Extended to 
bonds. 

* Exporters permitted to retain earnings ubrotid 
for 18(1 days. 

* Foiwurd cover allowed on basis of business 
projections to exporters and imiHirters. 

* Batiks allowed to engage in suap activities 
without prior RBI approval. 

* Forward cuverextended to Foreign Instiuition.'il 
Investors (Fils). 

* Banks allowed to hoi row and invest ahioad up 
to 15 per cent of their Tier 1 capital. 

* Individual Indian funds allowed to invest up to 
$ 5() million abroad 

Indtihlrial Refurins in India 

I'rc-mt Rf%imc 

1 Licence for entry into most industries; field 
for public, private and foreign (inns specified; 
850 piiHlucts reserved for small firnis. 

2 i'oieign control limited to 41) pi'r cent except in 
high-tech industries; foreign trading firiiis not 
allowed 

3 Technology imports regulated. 

•t Schedule of industries icscrvcd for public 
sector. 

5 MKTP restrictions on expansion; ic.striclions 
on merger and acquisition (M and A) of large 
firms to curb inono|ioly power. 

6 Subsidised cicdil tor small and nieditiin firms. 

Von-m2 Kc/orms 

1 Abolishc'l except for curs, drugs, coal and 
pcirolcu m, sugar defence equipment, whi ic gi lods, 
cigarettes and alcohol; SSt re.servutioi being 
reassessed. 

2 Automatic approval up to 51 per cent equity 
control except some high-tech areas; MNCN 
welcome in most industries, including nun hincry, 
rubber prtxiucis, metals, chemicals, gla.ss. ccinciil, 
ftxxl processing, packaging; It ading I irms allowed 
cnliy 

3 No restrictions; all technology agreements on 
liilalcral commercial terms. 

4 Priority for PSII invcslineiil limited to petroleum 
infrastructure, siriiicgic and dclcii.se industries 
only. 

5 Pre-entry scrutiny abolished; reslriutions on 
M and A activity under MRTP alxilished. 

6 Credit availability and cost shaped by credit 
rating and -salcly considerations. 

Source: | Khanmi and Challerjee 19961- 
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account. This liberali-sation included the 
freedom grunted to Fll.s to move funds 
acatss the borders without any hindrance 
and (thunk.s to treaty with Mauritius 
without any taxes) as well as the freedom 
granted to multinational companies to 
iicqiiire Indian Tirms with resources from 
abroad. The liberalisation of capital 
accounts for the Indian players, i c, com¬ 
mercial bunks, exporters and mutual funds 
(in addition to R Is) integrated the domestic 
money market with the foreign exchange 
market. 


As we saw above, none of these major 
objectives has been realised. The RBI's 
efforts to stabilise the value of the rupee 
against repeated speculative attack has 
undermine its ability topersue independent 
monetary and interest rate policy. Rach 
devaluation episode resulted in large 
shocks to the money markets, with 
lightening of liquidity and interest rates. 
Thus the post-deregulation era has seen 
hardening of intcrc.st rates rather than the 
cheaper credit and easier availability 
promi.sctl by the Nurasimham Committee. 


The impact of the shock given to the 
financial .sector, on the industrial sector 
has been disastrous. The DRs were pushed 
to the underdeveloped bond and retail 
market to raise their resources, as sources 
of fund from RBI and the banks was cut 
off. High interest rates have undermined 
industrial growth and new investments. 
The increasing entry of multinational 
corporations has changed the competitive 
.scenario in India, where domestic funds 
emerging from a regime of rigid controls 
over size, location, technology, etc, find 
themselves at a disadvantage. Their at¬ 
tempts to restructure their firms have been 
overshadowed by the high interest rale 
regime which forced them to substitute 
equity for debt, thus undermining the value 
of their finns, as well as by the inability 
of the DFls to nurture and support these 
resirucuiring(s). Ail this has made Indian 
firms very attractive takeover targets. 
Foreign firms have increasingly begun 
to dominate several industries thanks to 
their ability to buy out Indian eomiietitors. 
By 1997, foreign owned firms our- 
numbered Indian owned firms in the M 
and A game. 

It is jicrtincnt to ask who.se interests 
have been served by the deregulation of 
the financial sector. To our mind, it is very 
clear that this deregulation has undermined 
the competitive ability of the Indian in¬ 
dustrial .sector and financial rc-stnicturing 
has destroyed firm value(s). It has made 
Indian firms easy and cheap targets for the 
predatory multinational firms. As a con¬ 
sequences of these policies the domina¬ 
tion of several .segments of the industry 
by global oligopolies has become possible 
and real. 

(An earlier version of this paper was presented 
at llicInlernationalScminai'onneunoniic Reforms 
in China and India at liyderab.ad, March 12-14, 
199^. I am grateful to Amiya Bagehi. N K Chandra. 
Mritiunjoy Mohanly and Sudip Chaudhuri for 
their valuable comments and suggestions. 'I1ie 
rcsponsihdily for errors is entirely mine. Support 
for the research was provided by Centre for 
Management and Development Studies of IIM, 
Calcutta.) 
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Appendix 11 

DlPRiriAlioN hi’ivlOi-s AND RBI kl sKiN.sfc 

1995-96 Episode 

Between I99.H and enily 1995, (he rupee was suihle at aiound Rs 31 4/ US$ and RBI (toasted in its 
1994-95 Annual Kci>ori abiiiK the positive impact of this stability on exports and capital inflows. By 
1994, the Indian economy had returned to a strong growth path after (he adjustment shock 
adniinistcred in the 1991-9) period. Exports were rising at 30 per cent per annum rate (dollar terms). 
Inflation was down to 5 to 7 pet cent. 

The interest rales during ihe 1991-19995 period were sell high though from October l‘)94. RBI had 
hegiiii to signal lower rales and easier liquidity through lowering ot .SLR requiremenis. 

In Sepicniher 1995 rupee came under speculative pressure, thanks to political uncertainty. By October 
I9<J5 Ihe nominal exchange lale fell to Rs 35.6.5/.$. A panic demand for cover by importers and 
eanccllalion of toiwaid contracts by exporters created a mismatch between supply and demand, both 
III spot and foiw'ard markets, borward premium soared, far out of alignment with the interest rate 
differentials. The high cost of foreign exchange cover prevented banks from mobilising foreign 
ciiirency deposits 

RBI responded hy intervening in the foreign exchange market, and despite net sales of $ 952 million 
in the s|)ot market and sale ofS456 in the foi ward market, the slide could not be stemmed RBI shifted 
Its focus to the nioney market and withdrew liquidity to stem the attack on rupee. It imposed surcharge 
on import nnaticc and lightened export credit. Call money niaikcl rates soared to 55 per cent hy early 
November, '(he slide of the rupee was .stemmed for some time, hut .stutn the pressure shifted to forward 
market. RBI’s outstanding forward liabilities rose from $456 iiiillion in end Dccemlter to $ 2,236 by 
Januaiy end. These measures could not contain the rupee slide and hy February, rupee was close to 
Rs 38/$ mark In I'ebriiary RBI raised interest rates on iinpott (inanre from 15 per cunt to 25 per cent. 
Scheme of post sliqimenl export credit was discontinued. Only in March 1995 was .some stability 
restored us rupee settled around Rs 34-35/$. And foi ward premia was still high, with domestic interest 
rales ruling at all time high. 

Though KHI managed to restore some stability in the period after March-April 1996, its monetary 
policy was in laiicis Tlic easing of interest rates signalled in the fust liiill of 1995 was still not in siglii. 

1997-98 Episode 

IVior to August 1997. rupee hud been stable around Rs 36 fur more than a year, lencctmg strong 
capital inllows litul led to laigc accumulation of foreign ciificncy reserves by the Re.scrvc Bank. 
Between Jannary-.SepIcmber 1997, RBI inuppcd up more than $ 8.2 billion (Table 2). Despite this, 
ru|rcc Ireg; 'i to !ip))reciale vis-a-vis other currencies and export began to .slow down. 

On the other hand, inllalion was on the decline since early 1996 ,ind despite a small increase in 
I•■cl 1 |ua^y-Ma^ch 1997 when it reached 7.5 per cent, wholesale price changes were below 5 per cent 
hy June 1997. I'he slow-down in the industry and light conditions in the money market, had persuaded 
RBI to lowci cash reserve ratio (CRR) during 1996-97 in four steps fiom 14 per cent to 10 per cent. 
As this did not revive the industrial prtKiuelion, and inflationaiy pressures declined further, in 
October 1997, RBI annuimccd a further cut in CRR to 8 per cent (in 1/4 percentage point steps). 
I'urthcr, the bank rate was reduced from 12 per cent in April 1997 to 9 per cent by OcUibcr. In other 
words. KBl was signaling that iheie is need to boost 'Icinaitd conditions and investments through 
lowering of interest rates. 

In the foreign exchange markets rupee was iimlcr pressure frtnn August 1997, due to the worsening 
sciitimenLs towards emerging markets and the intensineation of the Asian crisis. The pressure 
inlcnsiHeJ in .November 1997 as 1-Ils Ix-gan to withdraw funds (the net outflow was. however, 
iiiarginal at $ 110 mn in November 1997). The market activity shifted from sport to forward market 
as importers scrambled for forward cover, buying some $2 bn in the month from mid-August. 
RBI's intervention (.sale of $3.5 bn) restored some confidence but ihc pressure in forward markets 
soon mtctisificd as (xilitical uncertainty increased. As direct intervention did not help, BRl was forced 
to use monetary policy to ease the pressure CRR was raised back to 10 per cent in November and 
further to 10.5 by January 1998. Bank rale was increased by a whopping 2 per cent points frnni9iicr 
cent to 11 per cent and the repo rate from 5 to 7 in November and further to 9 per ccnl in January. 
Though this restored sluhility m Ihc FE murkcl.s. it .sent the money market and the hanking sector into 
a dizzy spell. Mcdiiim-icnn credit approvals declined and industry was left gasping for succor. 
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DISCUSSION 


Initiatives for Decentralisation of 
Governance in Madhya Pradesh 

Amitabh Befaar 


A C MINOCHA in his article 'District 
Oovcmiiicnt in Madhya Pnidesh: Laudable 
Objectives, Inappropriate Mechanism' 
[Economif and Political Weekly, July 3) 
presents a critique of district government 
in Madhya Pradesh primarily focusing on 
the inappropriatencss of the district 
planning committee being used as the 
institutional agency needed for district 
government’s operationalisation and 
functioning. He argues that making the 
district planning committee (DPC) the 
institutional agency of district government 
will overburden the DPC and lead to 
marginalisation of the planning process at 
the district level and the planning function 
of the Dl’C. Therefore. MiniKha suggests 
that other institutional agencies should 
have been dcvi.sed forthc puqiose of district 
government. This seemingly valid criticism 
is rejected by the policy planners and they 
argue that within the given constitutional 
framework, DPC is the most appropriate 
and the only institutional agency available 
for operationalising the concept of district 
government. The policy planners and 
framers al.so suggest a wider and more 
holistic understamiing of the conceptual 
framcwoik, reform and implementation 
mechanisms, and processes undertaken 
for better appreciation of the ttbjectives, 
imperatives, limitations and potential of 
district government. 

This is an attempt to understand the 
conceptual framework of district govern¬ 
ment and to contc.\tualisc it in the de¬ 
centralisation prcKcss already under way 
in Madhya Pradesh. It will al.so try to 
assess the efficacy of district government 
in the light of criticism made. Finally, the 
objective is to generate a debate amongst 
academics, dcveloptncnt profe.ssionals and 
activists, NGOs and government func- 
tionarie.s, to fully comprehend the rami¬ 
fications of a significant (progressive) 
institutional change, which surprisingly 
has largely gone unnoticed. 

In spite of the electoral setbacks suffered 
in 1996 and 1998 Lok Sabha elections, 
Digvijay Singh's government’s com¬ 
mitment to decentralisation remained 
unshaken. The 1998 assembly polls were 
fought on the issue of panehuyats and 
finally the government’s commitment to 
deccntnilisation paid electoral dividends 


to the Congress. Although, very often 
electoral .setbacks were linked to the 
’faulty’ dcccntrali.sa(ion process and 
distortionsemergingoutof it, the Digvijiiy 
Singh government continuously worked 
to promote, strengthen and in.stitutionalise 
grass roots democracy through institutions 
of local self-governance. The political will 
was clearly evident as Madliya Pradesh 
became the pioneering state in constituting 
and actually devolving administrative and 
financial powers and authority to the 
panchayuti raj institutions and urban local 
bodies. All these initiatives have Ix-cn 
undertaken within the paradigm of de¬ 
centralised governanceand the philosophy 
of transferring ’power to the people’. 

According toDigvijay Singh, “decentra¬ 
lisation of governance is imperative in a 
big state like Madhya Pradesh, for 
development to take place, for people to 
get their rights, for the marginalised and 
disadvantaged to claim their space in 
.society and tor the admini.stratise system 
to work efficiently and properly” (chief 
minister’s address on the formation of 
district government, April 1999). The 
district government was envisaged to 
complete this process of decentralisation 
and transferring ’power to the people’. 
District goveniment is the logical extension 
of the decentralisation initiatives taken 
through creation of institutions of local 
self-governance. After 73rd and 74th 
amendments mandated the creation of 
in.stitutions of liKal scif-govcmance, this 
is the second most importiint development 
in the process of decentralisation and re¬ 
engineering the government. The nature 
of administration largely based on colonial 
administration will be radically altered 
and made more responsive and democratic 
after the creation of district government. 

In Madhya Pradesh, urban local bodies 
and punchayati raj institutions were 
constituted and, power and authority was 
delegated .> these institutions in the 
subjects listed in the panchayat and urban 
local bodies list (I lih and 12th schedule). 
1'hc residual state functions and subjects 
R'lnaincd with the state government and 
thus centralised. The panchayati raj 
institutions and urban local bodies had 
been delegated jxwers and authority in 
only 14 department.s. They had not been 


vested with any powers in many 
departments like home, or have been given 
cosmetic powers like in forests. For 
example, the public works department and 
the water resource department have 
centrali.scd control and (he decisions arc 
taken at thcdivi.sionaloratstalc level. This 
centralised control is not required except 
on very tiiajor policy issues, therefore, the 
need is to decentralise these powers to the 
l(x:al level. Even within a district, there 
is demarcation between state functions 
and panchayat functions, for example, 
government schools are under pancluiyats, 
whereas teacher train! ng is u state function, 
and hence decentralised co-ordination 
mechanism is needed at the di.strict level. 
Therefore, innovative mechanisms are 
needed to co-ordinate and decentralise 
these state subjects and departments, which 
becomes an imperative for comprehensive 
and honest decentralisation of the state 
government. 

Secondly, the first stage of decentral¬ 
isation, i e, of devolving powers and audio 
rily to local self-governance in.stitutions 
was limited primarily to development and 
financial functions. Very few regulatory 
functions like revenue and resource 
generation W'ere given to local governance 
bodies. For most of the regulatory fun¬ 
ctions, the powers remained centralised 
and distant from the loctil level, vested in 
the .state government. To fully implement 
the philo.sophy of decentrali.sed govern¬ 
ance, these powers were needed locally 
and therefore further dccentrali.satioii was 
cs.sential. For example, even to rename a 
village, permission is needed from the 
state government; such and most other 
regulatory functions need to be im¬ 
mediately decentralised. 

Thirdly, 73rd and 74th amendmetit 
envisaged decentralisation of powers and 
functions to rural and urban local bodies 
respectively in their areas. In India, district 
is the basic unit of administration and 
governance, and there is no co-ordination 
between the panchayati raj institutions 
and urban IcKal bodies within a district'. 
DPC is a constitutional body but its 
function is limited to co-ordination of 
di.strict planning for economic develop¬ 
ment and social justice. Therefore, to make 
the decentralisation puKcss effective, a 
system is needed to co-ordinate the 
decentralised implementation process in 
a district. These limitations of the 
decentralisation process necessitated 
serious conceptual analysis. Finally, district 
government was visualt.sed to resolve the 
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crisis emerging from the limitations of 
existing decentralisation processes and to 
consolidate andevolvean honest, effective 
and comprehensive system of decentralised 
governance. 

District government is a radical struc¬ 
tural transformation of the sy.stem of 
governance. In this new experiment the 
government has two tiers, one at the state 
capital and the other at the district level. 
In tunc with the decentralisation process 
and to make the government more 
responsive and democratic, the district tier 
of the government has been visuali.scdand 
constituted. This district tier of the 
government is called the district govern¬ 
ment. The state government has delegated 
important functions and authority to the 
district government. These powers and 
authority are other than the ones already 
delegated to panchayats and urban local 
bodies. 

The district government has been 
entrusted the responsibility of all di.strict 
level departmental plans and the evaluation 
of activities and programmes, their 
supervision, monitoring and follow-up. 
The fundamental principle is to delegate 
and transfer such powers to the district 
government ,is arc not within the juris¬ 
diction of urban local bodies and 
panchayati raj institutions, and are pre¬ 
sently being exerci.scd by the stale 
government. Porthc functioning of di.strict 
government an institutional agency was 
needed. The DPC was identified as the 
mo.st appropriate institution because it has 
representation of both rural and urban 
local institutions and it has constitutional 
mandate. The DI’C is a denuKratic and 
representative institution. 

The state government amended the 
Madhya Pradesh District Planning 
Committee Act, 1995, section .3(i). on 
March 28th 1999 for operationalising and 
implementing the concept of district 
government. Tite amended .section now 
reads; ‘Besides the function of con¬ 
solidation of plans prepared by panchayats 
and municipalities in the district and 
preparing draft development plan for the 
district as a whole as envisaged in the 
original act, the DPC would exercise all 
such powers which tnc state govern¬ 
ment would entrust to them from time to 
time’. 

A new clause 7(i) has been added to the 
act, which says, ‘the exercise of such 
powers by the DPCs which are entrusted 
to them by the state government by 
notification, and in the perfonnance of 
such functions, the DPCs would be deemed 
to be subordinate bodies of the state 
government and as such regulated by the 


state govemment*. Using this amended 
act, the state government transferred 
substantial functions, responsibilities, 
powers and authority to the DPCs on March 
30,1999, to operationalise the concept of 
district government. Prom April 1, 1999, 
the DPCs started functioning as the district 
unit of the state govemment. The com¬ 
mittee will be constituted from amongst 
elected reprc.sentativesof zilla panchayats 
and urban local bexlies. The other members 
will be the zilla panchayat president, the 
collector, a minisicrof iheMadhya Pradash 
govemment and the special invitees would 
be the MPs and MLAs representing 
constituencies, which wholly or partially 
lie in the district. For the purpo.se of proper 
functioning of the D^s, guiding principles 
have been issued by the state government. 
There shall be at lea.st one meeting of this 
committee in a month. The meeting will 
be presided by the minister incharge of the 
district (who is a member of the state 
cabinet and is appointed as ministcr-tn- 
charge of a district by the chief minister) 
and the collector of the district will be the 
secretary of the committee. 

The process of formation of district 
government was ba.scd on the recom¬ 
mendations of task groups constituted by 
the state govemment to study and analyse 
accompanying processes and to recom¬ 
mend strategics to effectively implement 
the concept of di.strict govemment. These 
.seven task groups were assigned topics 
that cover greater empowerment of 
panchayati raj institutions and urban local 
btxlics, creating a regime of rights for the 
citizens, empowering of district units of 
governance, resource mobilisation and 
creating an enabling environment for 
the citizen, creating a more conducive 
workplace environment for the govem¬ 
ment personnel and lastly re-engineering 
government and process reform. The 
constant emphasis of the state govemment, 
also evident in the task force a.Hsignmcnts, 
is not to subvert the efficacy and autonomy 
of institutions of local self-governancc. 

Digvijay .Singh clarifying his position 
and stating the objectives of district 
govemment says, “I would like to clarify 
that the powers given to DPCs arc those 
powers, which have not been entrusted to 
panchayati raj institutions or urban local 
bodies. These powers till now were 
exercised by the secretariat, directorate or 
the divisional officers. In spite of the 
decentralisation, due to the powers at the 
state government or the departmental head 
level, complexity continues in the process 
of governance. Several issues continue to 
be pending with the officials outside the 
district, which is an unnecessary waste of 


time and enei^iy. The objective of district 
government is to delegate and transfer 
maximum powersof the stale govemment, 
departmental heads and divisional officers 
to the district level, so that the citizens get 
appropriate and complete benefit of de¬ 
centralised governance" (chief minister’s 
addre.ss, op cit). District government will 
provide rc.sponsi ve governance, reduce red 
tapism and cut adminitiirative costs in 
accordance to the principles of decentral¬ 
ised governance. 

In spite of the state government’s 
constant effort to clearly demarcate the 
sphere of institutions of local self- 
govemance and the district govemment, 
the charge that district government will 
undermine and infringe upon the autonomy 
of ItKal scif-govcmance institutions has 
become the principal criticism of this new 
concept. The succc.ss of panch.'tyati raj 
institutions in the state has initiated this 
criticism. Policy planners explain that 
district government will not undermine 
the institutions of local sclf-govemuncc 
and the state govemment will continue to 
devolve more powers and authority to the 
institutions of local self-governance. Only 
the powers and authority of the .state 
govemment in the state functions (not 
specified in the 11 th or 12th schedule) wilt 
be devolved to the district government. 
Experts do agree that there arc possibil ities 
of conflict, which can be reduced by 
properly .sensitising and orienting the 
members and stuff of both the institutions. 
The conflict will not be systematic or 
institutional in nature, but primarily 
personal. In the short experience of four 
months of di.slrict govemment, wc have 
already witnessed a case of conflict. 
According to the mayor of Bhopal, the 
minister incharge of Bhopal district, Arif 
Aqueel, made ‘unwarranted intrusion’ in 
the affairs of Bhopal Municipal Cor¬ 
poration (National Mail, Bhopal, May 26, 
1999). The mayor lodged a written 
complaint against this ‘unwarranted 
intrusion’ with the chief mini.stcr(Mj/(V/;K;/ 
Mail. May 28, 1999). 

Another criticism is that it is un¬ 
democratic to appoint a minislcr-in charge 
of the district from outside the district, as 
the minister does not represent the di.strict. 
The defence explains that a minister in the 
present setup is in charge of a department 
all over the state and her decisions arc 
binding ail over the state, but the system 
is not called undemocratic. Similarly, a 
minister will look after all the departments 
in one district in the new system and it 
.shall not be undemocratic. The suggestion 
that the ministcr-in-charge should be 
elected from the MLAs of the district is 
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not workable because if the opposition has 
a majority of MLAs from the district, an 
opposition MLA will become the niinister- 
in-charge of the district. This will lead to 
a complex situation, as the minister-in- 
ebarge has to perform governmental 
functions and not just developmental 
functions. The opposition MLA might act 
contrary to the policies of the state 
government leading to a crisis. In the 
prc.scnt constitutional system, the state 
government is rcs|X)nsible and accountable 
for the governance of a district; therefore 
the state government needs its own 
representative in the district government 
us ministcr-in-churge. 

The concept and implementation of 
district government has evoked mixed 
responses. The C.'ongrcss has largely 
welcomed the intrtxiuction of this new 
systent. The BJP criticises the district 
government on several counts. They say 
that nobody in the goveinment is clear 
about the concept. Secondly, the new 
system is too much expcrimctitution. 
Thirdly, it is a gimmick to divert attention 
from real is.sues and problems. I'burthly, 
it is expansive iind undcmiKratic. The BJP 
also makes the criticisms already discussed 
regarding district government. Neverthe¬ 
less. at the pcrsoniil level, cutting across 
party lines, llic political class isenthusiustic 
and willing to experiment. 

The bureaucracy has not responded 
uniformly. The bureaucracy at the district 
level is enthusiastic and happy with the 
formation of district government. The 
divisional level burcaucnicy is extretnely 
apprehensive, as most of the powers 
presently at the divisional level are being 
transferred to the district level. It has also 
been decidal to wind up divisional head¬ 
quarters and dcicgule the responsibility to 
the district dcpartptental units. At the stale 
level, the bureaucracy has mixed feelings. 
’1110 head. of dcpiirtmcnts are apprehensive 
that their ixists will he merged with the 
secretariat and it would lead to drastic 
curtailment of powers. The secretariat feels 
that too many pow ers have been given too 
fast to the district government. But largely 
in the secretariat, a sense of relief prevails, 
as they believe that their non-pioductive 
(‘useless’) work will bcdrasiically reduced. 
With the introduction of district 
govcmmcnl it was decided that head of 
depurtments became redundant and can be 
abolished, but due to bureaucratic 
opposition, acomprotni.se was worked out 
in which it was decided that the secretary 
of the department and the head of the 
departments should sit together, at least 
locutionaliy. interestingly, this was 
opposed by the employees’ asstK.‘ialion 


and their unions, as they had to move out 
of Valiabh Bhavan (secretariat), the power 
centre, to other locations. 

Traditionally, the government’s job was 
limited to administration of rules, law and 
order. With the advent of welfare stales, 
especially in die post-colonial societies, 
the state became agent of change and 
development. In Madhya Pradesh the move 
is towards separation of the administrative 
and development functions. The insti¬ 
tutions of local self-governancc arc pri¬ 
marily responsible for the development 
functions. The stale government is 
responsible for the traditional role of ad¬ 
ministration, which under the new system 
will be done through district governments. 
The district government w'ill act as an 
extension counter of the slate government. 
Hew critics who demand further dc- 
ccntraiisulion bclijjvc that all powers of 
the slate departmejits .should be devolved 
to the district government. They suggest 
that only broad policy decisions and issues 
regarding interdepartmental co-ordination 
(law. finance, etc) should remain with the 
.state government. Thedistricl government 
will then he able to formulate responsive 
and need-based policies, and Ihisdivcrsily 
and variation of policies should be 
welcomed and not made an argument 
against decentralisation (not like the 


opposition to Lok Jumbish Parishad, 
Raja.sthan, which has evolved micro pri¬ 
mary education policies according to local 
specificities and is being targeted for this). 

Ravindra Chaube, public relations 
mini.ster of Madhya Prjde.sh, says that the 
proof of district government’s success is 
that, “in the past lOU days there was a 25 
per cent decline in the number of visitors 
to Valiabh Bhavan (.state secretariat) for 
getting their work done’’. He claimed that 
the district government was a concrete 
step for giving a new deal to the poor and 
dalits, which according to him “is the 
present government’s commitment to the 
people of the slate’’ (National Mail, July 
20, 1999). Congress, in its election mani¬ 
festo for the 199U assembly elections, had 
promised to take the state from ’rajniti to 
lokniti'. District government is a major 
step towards ‘lokniti’. Interestingly, A B 
Vajpayee, the prime minister of India, has 
shown keen interest in the concept of 
district government. The success (or 
failure) and experiences of district govern¬ 
ment will have significant implications' 
for development processes and governing 
systems in the country. Di.slrict government 
is a complete re-engineering of the 
administrative system and not just a 
marginal change, it is in fact an alternative 
paradigm of governance. 
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Global Poverty, Social Exclusion, Inequality 

Sign up for an e-conference on the first draft of the World Bank's 2000 World Development Report on Poverty. 
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reform, tax retoim and, most notably, in the measurement and monitoring of poverty and social exclusion. 
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LETTERS TO EDITOR 


The State and NGOs 

rUH article •Delivering the Right to 
Development: ESCR and NCiOs’ by Aijiin 
Sengupta (October 9) reflects the danger¬ 
ous trend that is emerging wherein 
government failure is being attempted to 
be mitigated by privatising the develop¬ 
ment process and NdOs are the new¬ 
found panacea. The ‘lackufinertia' (using 
Sen's tcriniiiology) of the state to reform 
itself IS a sad development. 

NCiOs are now being called upon to 
“prevtMit the distribution deterioration” 
and “have to play a role of keeping the 
government policies .strictly on track of 
egalitarian distribution". NCiOs arc sup¬ 
posed to have the comparative advantage 
ofhaving the.‘‘image of impartiality, which 
the local government agencies connected 
with local pressure groujis may not have” 
and “the leakage in employment genera¬ 
tion schemes, public work programmes... 
can be effectively plugged only with the 
help of NCiOs" (emphasis added). 

There has been discussion in academic 
discourses which argues that the ‘welfare 
state IS dead' and Sengupta's article gives 
the feeling that the priK'Css has started in 
India. The article i*- a pessimistic perspec¬ 
tive on the problem and is based on the pre¬ 
mise that the state cannot reform itself and 
III the priKCSS of ‘privatisation’ of deve¬ 
lopment the NOOs are the last hope. If this 
is where we arc heading.lndia may end up 
the Hangladeslii way, wherein the increas¬ 
ing ‘voluntarisation' of development has 
led to questions being asked about the 
legitimacy of the Bangladeshi state. 


This position is unwarranted as we have 
evidence available where the state has 
reformed itself and became ‘participatory’ 
and in tune with the needs of the people. 
JohnThomson (‘Participatory Approaches 
in Government Bureaucracies: Facilitat¬ 
ing the Process of Institutional (Change', 
World Development, Vol 23, No 9) gives 
us evidence of how top-down functioning 
bureaucracies have reformed in Sri Lanka, 
Kenya and the Philippines and have 
became ‘participatory and effective insti¬ 
tutions’, ti e normal traits as.sociated with 
the voluntary sector. The evidence from 
Sri Lanka especially demonstiates how 
the comparative advantages of the scale 
of government intervention and the know¬ 
ledge andexjx'iicnce of participatory tech¬ 
niques of the NGO sector have created a 
new .synergy. Tlie World Development 
Report. 1997. titled ‘The State in aChang- 
ing World’, recognises the important role 
of the state in facilitating participatory 
governance. 

nvidcnce of reform in India is provided 
by Norman Uphoff and others (Rea-ions 
jor Sueccxx: Learninf’ from Instructive 
Rxperienre in Rural Development, Vistaar 
PublictUions, 1998) Anirudh Krishna and 
Nomian Dphoff (‘Mapping and Measur¬ 
ing Social Capital: A Conceptual and 
Lmpirical Study of Collective Action for 
('onserving and Developing Watersheds 
in Rajasthan’, forthcoming as a publica¬ 
tion of the Social Development Depart¬ 
ment ol the World Bank) wherein the 
watershed development programme in 
Rajasthan demonstrates that governments 
can reform, li has been able to transform 

• 


various line departments of the govern¬ 
ment to function in an integrated manner 
and has gone on to create 15,000 user 
committees covering an area of 4,42,000 
hectares in a five-year period. 

There is a need for the Planning Com¬ 
mission and the government departments 
to learn from the evidence available and 
change their mindset and play a more 
proactive role and find a ‘new’ role for the 
.state with optimal collaboration with the 
market and civil .society, but not at the cost 
of shrinking its role and privatiiiing its role 
entirely in the provision of public goixls. 

G Ananha Vadivki.ii 

Mumbai 

Crime without Punishment 

MORE than seven years have passed since 
the CBI was asked to investigate Babri 
masjid’s demolition and tile charges m the 
case. It is worth recalling that the demo¬ 
lition and its aftermath not only resulted 
in killings of hundreds of people and 
destruction of several thousand crorc worth 
of property, it brought the country close 
to a civil war like situation. Several oi 
those implicated arc members of the central 
cabinet and one of them heads the union 
home ministry in charge of internal .secu¬ 
rity. In October 1993 charges were filed 
against 40 persons (nine more names were 
added in January 1996) and after inordi¬ 
nate delays, the hearing was completed by 
February 1997. Since then, framing of 
charges by the special nuigi.stratc against 
the accused has been stalled bccuu.se ut 
stay orders issued by the Allahabad High 
Court. Over the last 30 months nearly 10 
such stay orders have been issued. The 
latest stay was granted on July 22. 1999, 
the day before the accused were to appear 
before the special judge to frame charges. 
Al.so, no one seems to be aware of the 
current status of the Liberhans Commis¬ 
sion .set up in January 1993 to inquire into 
the demolition of Babri ma.sjid. Does it 
.still exist'/ How far has it got? Or is the 
work suspended, unknown to parliament 
and the public? Whatever the reason for 
the absence of rule of law for the demo- 
lishers of Babri masjid, the result is that 
the guilty arc free to preach and practise 
their divisive politics while the victims 
suffcrinsilence. Perhaps the much vaunted 
‘civilisational’ tolerance means tolerance 
of crime and injustice, and not of dissent 
and opposition. 

Gautam Navlakha 

New Delhi 


Subscription Rates 



Inland 



(in rii/ii-es) 

Six iiionihs 

One MM’ 

Two years 

Three years 

tnslKuUons 

SIKi 

1.500 

22(X) 

lntti\idiia)N 350 

()S0 

11.50 

1700 

Coiicmioiiai Rales 

Tcachei's/Kcscau’hci s 

42.‘i 


11.50 

Sludenls 

.t(Xl 


- 

1 ('onccssioruil rates .iie :ivailablc only in India To avail of conccbsiona) rates, certificate from 

rcicvani inslilulion is c.ssonlial 




Remiltancc by money onlei/biink tliafl lequested. 

I’leiisc add Rs 

15 to oubtution cheques 

towards bank collection ehari’cs. 

Nepal and Bhutan 

In.sliiutiuiis 

1.4(K) 


.t7(X) 

Indiviiluals 

1150 


32(K) 

FnreiKil 



(in U.S $> 

1 Air Muit 

Surface Mail I 

Iii<i|iliilions 

IndiN iilu.ils 

lnstitutinn.s 

Individuals 

Pakislan. Bangladesh and .Sri Lainka SO 

USA. ('unada, tiK, t'urope, Jap.in, 

50 

Ii5 

30 

New Zealand. Auslrulia and Russia l.'iO 

1(H) 

90 

65 

.Ml Ollier coiiiilrics 100 

70 

70 

50 

1 All icnutunccs to Economic und Political Weekly 




.1246 


Economic aitd Political Weekly November 20, 1999 



November 20, 1999 



Beyond the Vision 

T he rapid development ol digital cominimication has 
meant that social responses to it are yet to become well- 
nuanced. 'ITie impact of information technology {IT) especially 
in communications and the consequent growth of c-commcrce 
has defied all predictions. It is uniformly being .seen, especially 
in developing countries, as the technology which will enable 
these countries to leap-frog half a century of development. 
Interestingly enough, in most of these countries, certainly in 
India, much of this development has occurred outside and 
without the support of the state. A recent study of the growth 
of the IT industry in Bangalore shows that the high quality 
infrastructure created for software development had an 
established base before it began to seek even rudimentary 
infrastructural support, such as water supply and roads, from 
the local and slate governments. While there has been much 
debate on whether the Bangalore model can be replicated, and 
slate governments and urban development bodies arc investing 
vast amounts in providing infrastructural support - infotcch 
parks with hi-tech communication networks and wired up 
residential colonies - there arc broader six;ial and welfare 
issues which are not being addrc.sscd with adequate seriousness. 
At another level there is also some concern about whethei 
developing countries will continue to ixicupy the same lower 
levels of the international division of labour in IT as they did 
in the more conventional sectors. The central government is 
yet to tabic the infotcch policy - which because of the rapid 
developments in the field makes for quick obsolescence, and 
necessarily has to accommodate a long-term as well as an 
international pen.ixiclive on technology. And while it has .set 
up a new department of information technology, will this mean 
that a .stK'iological perspective will emerge on growth of new 
information and communication technologies? For, unlike 
any other technology in the past, this development will impact 
more sharply on communities everywhere and especially so in 
developing countries which arc attempting to stumble across 
the digital divide in a hurry. 

Yet. irifotech is a Pandora’s bo.s, and without adequate 
comprehension of the wide-ranging social and political issues 
it raises, it can also spawn developments which wj II contribute 
to neither social nor economic progress. Currently this is one 
technology which is providing opportunities for low-risk, 
high-return investments. Growth is not only in software 
development, but in other .sectors as well - financial services, 
manufacturing, publishing, sales and marketing, etc - where 


innovative work methods have been made possible. One such, 
being promoted actively, is teleworking W'here emphryees 
work at a distance using communicaition technologies. 
Certainly, if early surveys arc any indicatt)rs, there is a large 
scojie for entployment generation mainly bee;iu.se tor such 
employ ment infrastructure like housing, schools, water supply 
or iran.sport does not need to bi; especially created. And here 
in fact is the irony, the trap. While largc-.scale, low-skill 
employment can be created it need not necessarily mean aiiiy 
substantial improvement in the quality of life. Worse, in the 
alwcnce of common workplaces there is a gieat .scope for (he 
abrogation of workers’ rights to adequate wages as also to, 
say, safe and healthy working environments. An even greater 
concern is (hat such new forms of work are being promoted 
as lacing especially suited to women, given the flcwibility of 
working hours and of liKation. A study on teleworking as part 
of a project undertaken by the National Centre for .Software 
Technology (N(?ST) and sponsored by the UN Univetsity’s 
Institute for New Technologies points out that only over lime 
are women beginning to .see the enormous disadvanCiges. F(<r 
one, the production norms for work are stringent and often the 
work is repetitive requiring a high degree of concentration 
which is only ijossible when the women have di.scharged their 
domestic responsibilities. Work conditions mimic the more 
conventional piecework that women do at home, liven when 
companies have set up workplaces where women can come 
together to work, such issues as lack of control over production, 
monotony, lack of .titention to health and welfare aspects 
have not been addressed. Moreover, as was emphatically 
pointed out in a .seminar organi.scd by the NCST, this kir>d of 
employment generation is likely to leave untouched those 
basic conditions which make for social inequity including 
that between the sexes in families. 

Clearly, at least a large part of industry's enthusiasm toi IT 
is becau.se itallows for the introduction of forms of work w'hich 
may well absolve employers of their resix>nsibilitie.s towards 
workers. The answer can hardly lie in I .ndditc opposition to 
new technologies, but in inllucncing the.state loenact responsive 
legislation and evolve norms for work. In the cunent context 
of globalisation, information and coimnunication technologies 
are providing opportunities lor creative growth; but in order 
to reali.se this potential IT policies need to be better grounded 
in welfare i.ssues. Until now neither the draft IT policy under 
discussion nor the initial indication of the department of n”s 
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perspective gives any indication of the 
critical issues beyond the glorious vision 
of a wired-up India. For instance, unie.ss 
determined efforts are made to afford 
legislative protection for the rights of 
workers in the new digitalised work 
environmenis, perhaps far removed from a 
central factory or workplace, the coming 
years can only mean a deterioration in the 
quality uflifc, despite rising income levels. 
It needs to be remembered that technology 
mu.st he seen as a .social pnKcss which 
needs to lx; appropriate to the societies in 
which it is used even as it influences 
the transformation of those societies, it 
can be an engine fur social and economic 
growth only when it cstabli.shes strong 
social roots. 

ORISSA 

Compounding the Disaster 

IT can hardly lx:acon.sohition that leading 
gcoscicnti.sts are agreed that given the size 
and intensity of the supcrcyclone that hit 
Orissa and stayed over the state for over 
36 hours, the degree of destruction could 
not have been any loss. While it may speak 
of a praginutism about the limits of science 
in making these piedictions, it is an ad¬ 
mission of the completely blinkered ap¬ 
proach wc have to disaster prevention and 
relief. Thcie can be no gainsaying that the 
Orissa cyclone was more intense than any 
ex(x:ricnced in the region in a long while. 
However, there can be no clearer prewf of 
the disastrous lolc that an inefficient state 
apparatus plays in times of crisis. 

By all accounts (he state administration 
quite failed to comprehend the magnitude 
of the impending cyclone. It isn't that it 
w.is wholly unexpected - but little was 
done to gear the relief and rescue machin¬ 
ery Nor of course was there any network 
which could have not only warned the 
people of the dangers, but persuaded them 
to move away. But it is the state 
government's perrorniancc after the cy¬ 
clone had wrought its damage that has to 
be most severely judged. For days after, 
when thousands were marooned and 
thousands more uprcxitcd and killed, the 
state government appealed to have been 
wholly caught up in operation cover-up. 
Instead of disseminatinginformation which 
might have enabled non-government relief 
workers, it continued to wear a garb of 
nonchalance. 

It is significant that the earliest band of 
official relief workers were not from the 
state government but trom neighbouring 


Andhra Pradesh, a state which has known 
the impact of cyclones in the past. Even 
now, government information on the 
numbers of dead and homele.ss remains 
disparate from the unofficial estimates - 
the former puts the deaths at 5,000, an 
absurdly low figure, while relief workers 
put it at double that number. More than 
IS million people have been rendered 
destitute and hundreds of villages have 
been swept out of existence. Not 
acknowledging the enormity of the disaster 
will only make it more difficult to put in 
place long-term rehabilitation and relief 
measures. The lack of co-ordination is 
evident and worse, every single ministry 
appears to be inept. For example, a chief 
medical officer in the state DGHS is 
reported to have taken the decision to 
vaccinutc against cholera and typhoid, a 
step which is not only useless but very 
difficult to accomplish. The poor state of 
the health infrastructure is now being 
acutely felt. While medicines are pouring 
in from various quarters, without a plan 
of action these will either be wasted or will 
find their way into the black-market as has 
happened in other similar situations. 

It is nut surprising that the centre has 
chosen to step in determinedly, much to 
the chagrin of the Congress high com¬ 
mand. Even as the tusk force appointed 
by the prime minister swung into action, 
there has been pressure that the central 
government should declare the cyclone a 
national calamity, in which case the funds 
provided by the centre may be treated 
us grants and international assistance 
would be more forthcoming. While cer¬ 
tainly this must be sorted out, the time 
now is not for carping about administra¬ 
tive norms, nor for chalking up political 
brownie points. 

But this is not enough. Clearly, creating 
scientific capability in meteorological 
prediction is one thing, but that can only 
be of academic value if it is not made a 
com|M}ncnt of a multisectoral machinery 
which can swing into action in the event 
of a calamity. Tliis has to be rooted at the 
village or panchayat level and has to be 
able to access funds when necessary. It is 
because of orguni.salions like this (hut other 
countries ca” minimise the damage caused 
by n.'itiiral calamities. South Asian coun¬ 
tries, although they experience the ravages 
of ilcxxts and storms every year and cy¬ 
clones arc not infrequent, have made no 
provision for adequately coping with the 
distress. If the centre is at all concerned 
about the issue then among the many 
administrative and legislative initiatives it 


is taking, it must give thought to rejuve¬ 
nating older defunct bodies charged with 
.similar responsibilities and create struc¬ 
tures which can link the scientific appa¬ 
ratus and capability to the needs of the 
people. 

WELFARE AND GROWTH 

Learning from Kerala 

A correspondent writes: 

IN his latest book Development as Free¬ 
dom, Amartya Sen has highlighted the 
achievements in Kerala in providing so¬ 
cial services, particularly health care and 
basic education to women as well as men. 
In an earlier book, Hunger and Public 
Action, which Sen wrote with Jean Dreze, 
a distinction is made between growth- 
mediated and support-led processes 
to achieve rapid improvement in life 
expcctincy. 

The growth-mediated process works 
through rapid economic growth and 
utilisation of enhanced economic prosper¬ 
ity to expand social services. On the other 
hand, the support-led process works 
through programmes ot larger social sup¬ 
port for health care, education and othe' 
social service arrangements. This process, 
according to Sen, is well illustrated by the 
experiences of Kerala, Sri Lanka. China 
and Costa Rica where improvements in 
life expectancy have been achieved with¬ 
out substantial economic growth. Despite 
their very low levels of income, the people 
of Kerala or China or Sri Lanka, according 
to Sen, “enjoy enormously higher levels 
of life expectancy than do much richer 
populations of Brazil, South Africa and 
Namibia, not to mention Gabon", tlianks 
to the support-led programme of develop¬ 
ment of social services. 

Sen is aware that frequently lack of 
resources is presented as “an argument for 
postponing socially important investments 
until a country is already richer". But his 
answer is, “a poor economy may have less 
money to spend on health and education, 
but it also needs less money to spend to 
provide the same services which would 
cost much more in the richer countries. 
Relative prices and costs are important 
parameters in determining what a country 
can afford, given an appropriate social 
commitment. Need to take note of the 
variability of relative costs is particularly 
important for social services in health and 
education.” 

In the context of Kerala, Amartya Sen 
poses the question why Kerala has not 
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been able to build on its successes in 
human development to raise iu income 
levels as well, which would have made its 
success mote complete. All the same, he 
firmly believes that the success of the 
support-led process does indicate that a 
country need not wait until it is rich before 
embarking on rapid expansion of basic 
education and health care. The quality of 
life can be vastly raised despite low in¬ 
comes, through an adequate programme 
of social services. The fact that education 
and health care are also productive in 
raising economic growth strengthens the 
argument for putting major emphasis on 
these serial arrangements in |X»or econo¬ 
mies without having to wait for getting 
rich first. 

F'or Kerala the question therefore is not 
of slowing down .support for basic edu¬ 
cation and health care but of .supplement¬ 
ing this process by pursuing economic 
policies focusing on incentives, inve.st- 
ments and economic facilities in general, 
so as to combine the achievement in scKial 
services with enhancement of economic 
growth. As Amartya Sen puts it, there is 
an excellent ca.se for moving on from 
emphasis only on quality of I ife to “broader 
achievements that include economic 
growth as well as the raising of the stan¬ 
dard features of quality of life”. 

UlTAR PRADESH 

Unravelling Caste 
Linkages 

CONSIDERED as having succeeded in 
yoking together the forward castes and a 
sizeable .section of the backward castes in 
the stale, the BJPproudly projected UP as a 
microcosm of a future united India of its 
vision. Now after the stunning reversal the 
party suffered in the Ixik Sabha elections 
in the state, the very foundation threatens 
to giveway. 

That the prolonged factional squabbles 
on caste lines affected the party ’ s electoral 
prospects only shows that the social coa¬ 
lition engineered by the BJP strategists to 
contain the surge of the backward ca.stes, 
inspired by Mandal, has proved fragile. 
The material interests generated by the 
caste-centred Mandal politics have proved 
to be more tenacious than that offered by 
nebulous hindutva. BJP’s backward caste 
mascot, then chief minister Kalyan Singh, 
absented himself during the election cam¬ 
paign in the crucial belt of central and 
western UP where his caste fellow and ally 
Sachidananda Sakshi Maharaj was 


allowed to spew venom against ‘upper 
caste’ BJP. In the post-poll scenario, the 
party’s central leadership has ca.sed out 
Kalyan Singh but allowed him to retain 
his council of ministers under the new 
leadership of Ram Prakash Gupta, who is 
claimed to belong to neither the forward 
nor the backward caste lobby. Given that 
a return to the Ayodhya issue may well 
destabilise not only the UP coalition 
government but also the NDA govern¬ 
ment at the centre, an alternative workable 
programme that will accommodate the 
forward and the backward castes under a 
single canopy in UP eludes the party 
leadership. This rupture between the 
forward and tlie backward castes within 
the BJP's UP unit can prove costly as rival 
mobilisations on caste lines by opposi¬ 
tion parties in the region have begun to 
gather momentum and can change poli¬ 
tical equations to the BJP’.-, distulvaiilagc 
in the UP-Bihar bell. 

In a way, Kalyan Singh’s departure 
signifies that a third attempt since the early 
1990s to forge a government in UP com- 
po.sed of two major caste blocs has failed. 
If the Satnajwadi Party (SP) coalition 
government (199.1-95) was based on the 
backward casic-dahi alliance, the two BJP- 
B.SP governments since then articulated 
a forward caste-dalit combination, given 
the strong disapproval by the backward 
caste Kalyan .Singh frt'm within the BJP 
of any such rormation. In fact, the 
unravelling of the forward-backward link¬ 
age within the BJP started during the short 
spells of the BJP-BSPgovernments, when 
the backward caste leadersnip within the 
BJP experienced ns increasing marginali¬ 
sation in decision-making, which not 
surprisingly fuelled counter-assertion by 
Kalyan Singh when he a.s.suined the reins 
of power, and es|)cciully .so after he, in 
tandem with the BJP state president. 


Rajnath Singh, ensured the survival of the 
BJP-led government by breaking other 
parties after the BSP pulled out from the 
coalition government in October 1997. 
The relentless war between the .state ad¬ 
ministration, increasingly run according 
to Kalyan Singh’s diktat, and the party 
organisation tightly contrellcd by the upper 
castes t(x)k a toll of the BJP in the elections 
as the party leadership denied tickets to 
Kalyan Singh’s nominees and in retaliation 
Kalyan Singh mobilised the administrative 
machinery to defeat his rival party 
candidates. 

Due to the ensuing confrontation within 
its state unit, the BJP in UP now faces the 
blight of having simultaneously lost the 
sympathies of the upper castes and the 
backwards. By axing Kalyan Singh only, 
it is clear that the BJP’s central leadciship 
has given priority to regaining ilstnulitional 
up(>cr caste suppotl in order to picvcnt its 
dn ft towards a resurgent Congrc.ss. On the 
other hand, assuaging the backwards 
remains a fonnidable task for the BJP, 
more so because the SP and the BSP, 
buoyed by their succe.s,s in the Lok Sabha 
elections, are in an advantageous position 
toexpand thcirba.se among the vast OBCs. 
Already Mulayam Singh in a bid to spread 
his influence among the non-yadav OBCs 
has put .54 (.ter cent reservation for the 
backwards in the state on his party’s 
agenda. More disturhitigly for the BJP, 
both the ,SP and the BSP arc ntakiiig 
strategic inroads itito the upper caste 
segments, with the SP cultivating a strong 
thakur allegiance through its general 
secretary Atiiar Singh, and the BSP 
shiftitig its focus from ’hahujan samaj’ to 
‘sarva samaj’. In this context, the indis¬ 
pensability of Kalyan Singh for the BJP 
in maintaining a .settiblance. of its base 
among the backwaids has paradoxically 
increa.sed. 
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CURRENT STATISTICS EPW Research Foundation 

fludgf:t.iiy opi-'ralKins of llic cetitiul guvcmincnt for the first half of current fiscal year seem to show deterioration on all fronts. While non-plan 
cx|H-ndilurc Is rising faster than plan expenditure as well as capital expenditure, revenue receipts, particularly, tax ieccipt.s, are falling short of budget 
eslimaics; tax receipts have accoiinlcd for only one-third of budget estimates during the first half. Revenue deficit has already reached two-thirds 
of budget esliiii.iles and v> has gioss fiscal deficit. 
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18(1 l(j 

()2lli1.5) 

21*777(15.1) 

n7.(4iS 1) 

1.(561(91) 

2(804(16 4) 

1.(492(10.2) 

1,182*)(11.7) 

l)c|H)sit With banks 

86.8 (69f.* 

*7.(72ll I) 

121411(16.1) 

69169(8 7) 

74745t 111) 

12678X118*)) 

105647(18 6) 

84162.117 5) 

Net Hank C'tedit to (iovt 

4(2202 

‘M5tA7 ?) 

.59(5.5(15.9) 

4505(811 ( 1 ) 

•1’.'.50(1? 8) 

.56554117 1) 

•11*)7X(I4..5) 

.(0810(12 0) 

Hank ('ledii loC'oininl Scvim 

519(818 

161541 („;) 

7(812.5(15.6) 

JS(-14(5 81 

1.567 ((1.6) 

57()5.1( 1 (.2) 

57(8).((15 1) 

1l6.5*)(9 2) 

Net I'oicign Pvchanec Assets 

182.(96 

l.MX*)!?-!! 

27(81*7(17 4) 

56IKi2.(» 

172*)2(12.5) 

262681 !*).()) 

12.59X( (0.9) 

21.(.5M28 4i 

Resolve Money {N(»v 5) 

2736.M 

KWf.I. I 2l 

0091(13.8) 

1425,((5.5) 

14( 11(6,2) 

(2*)6<)( 14.6) 

26417(112) 

5.527(2 8) 

Net RHI t 'ledil to ( entre *> 

1 

*7.148(6 (1 

*)8'«H6.6) 

14383(9 9) 

I62‘).1(12.’) 

11801(8.8) 

1291.5(10.7) 

1914*1.6) 

KHI ('rcdit to Hks/Conim Sector 
S«.liedtile<l Commeicui Hanks (Nov 5) 

264*8) 

-2(i‘M( 7.(1 

872*7(4*).!) 

1<)0.1((.9) 

247*)(I6 2) 

I02(I6((8i 8) 

202*)(15 1) 

I5557(-5I.0) 

l)e|^*>sUs 

7<i')274«» 

n(v2(0 2i 

>7')7K7(I4.9) 

5.524*)(7 7) 

71(8)2111 91 

11.5.5.10(19 1) 

*)2X8()(18 4) 

7178(816.5) 

•\dV 4 iiKcs 

.(91*187 

. 59 12(1.5) 

565')5( 1(1.8) 

251.50(6 X) 

111 1 .( 1 4 1 ) 

4475‘)( 1 (.8) 

45676(16.4) 

.’■I187(*).6i 

Non biioil Adv.inces 

170808 

1*78.5(1 11 

4')4K*)(15 4) 

18787(5.1) 

*7 7:6(1.1) 

4(I4?7( 11 0) 

«)7*)(k15 I) 

2658(810 *)) 

Invesiiiients <(oi SLR ;>iir|)oses) 
(’oinineicial Invcsimenis niiil 

2914(7 

.(■14(0 17 

■41.(01(17.51 

.16842(14.5) 

2')411(11.5) 

.(.5K‘)0( 16.4) 

2SI*)2(14 81 

’.5711115.6) 

lulls rediscounteil with Ms 

561-17 

221.’.(4.1) 

1.5405(17.8) 

7488( 11.0) 

872*)(27.1) 

IWvt5(.5’.0) 

1.2472(61 1) 

4168(27.1) 


(tc Iikludes ks I trorc on iRLtnini ol nn)cml> lioin klHs >iikv 2S. IW8; excluding them ihw ycui*oii-)cMr and the fiscal ycai giowih of money .supp)) 

xstrtfUlv iO.'.fXTu'iitaiid Ih ? ik*i icni. resixviivcl) lake\viM.\lxii]kdL*|X)stts\MihiiutKlUsgn:M by IS ^ pc*i com jikI 16 * percent. !\.*s|xvtivcly SfaficitlosiiieofgovciimieiiiaixfMiiUs 


liulrv NiinilH'rs uf Indiistrinl 
Prodiietion (l*)<).(-*)4.sItNli 

Sc|aenilxM 
Weights 1 *)*)*) 

1‘isf.il Ye; 

11 S') Far 


Full Fiscal Year .Aveiagcs 


l*)*)*)-2(88i 

!‘)9K-')9 

l‘)‘)K *)9 

1*)97 98 

191)6-97 

1*W5 96 

l*W4 95 

Cieneial hides 

11)11 (K) 

147 6 

l•l'.).l^(>4l 

117 6(4 0) 

l-).l.l(4()) 

1 17 fufi.fi) 

129.0(5.5) 

12’..)(! 7.8) 

108.4(8.4) 

Mining ;imt Qua^^ ing 

10.17 

112 9 

115 7(04) 

115 2(0.4) 

I20.(( 1 8) 

122.4(5 9) 

I15 6(-’.0) 

117.9(9 6) 

107 f)(7.6) 

Mamitacuiiiiig 

79..W> 

151 *.* 

1.50.416 8) 

140.8(4.1) 

146.7(.|.4) 

140 6(6.7) 

111.8(6.7) 

I2.1..5(I3..8) 

108.5(8 5) 

Met. iMi Its 

111 17 

1-19 4 

146.7(7 7i 

116 2(7 4) 

1.(8 4( 6.4 1 

110.0(6 6) 

121.9(1.*!) 

I17..1(8.l) 

108.7*8.5) 

i. 


Nm- 1*), 

Monll) 

Year Pl'yi-aXXt Sn l-:ii 

l‘)>)X-99 

bad (il Fi.scal Year 


Capital Market 

I*)*)*! 

Agil 

Vo 

Tmugh 

Peak 

Tmiigh 

Peak 

1*WS *79 

19‘J7-*)8 

19*76-97 

HSb Siitsilive liules (I'L’h 

■1584(54 6) 

4‘J-I1 

2‘)()S( .14.2) 

3245 

5075 

2781 

4281 

1740(. 1 *1) 

.18*71(15.8) 

3161( 0 2) 

IJ.Sl. 1(81 (1*181 X4-.l(8)l 

2156(62.*)) 

216*1 

1124(-1I.()) 

14(W 

2184 

124’ 

18*10 

1651 (-2.7) 

1697(15.9) 

l•^64(- .5.5) 

B.Sh-KXi (l*)K9.>8)^l(8i) 

.501(()1.2) 

.55 ( 

107( 9.2) 

122 

554 

289 

429 

380(0.8) 

377(14.9) 

..28(-5 0) 

.S and P t N.\ .50 iNm ), 1*!‘I5-I(88)) 

1 (62(5 7.5) 

1478 

S65( 12 4) 

911 

1505 

812 

:2ii 

I078{-1..5) 

1117(1.5.4) 

*768 

Skindi.i t'lDK Imlos'Jan \ UXHP 

*7.(4(58.0) 

914 

.s9l( 12.9) 

581 

•82 

515 

1015 

65 (( 3()..5) 

*740(1 1) 

93()(-4.4) 


Kiirfigri 'I'rarlr 

Scpteiiibei 

Fiscal Y 

eai So I'ai 


Full I’iseal Y’ear 





|>)>)‘7-’I8K) 

l*)9S-99 

19*18 9*1 1997-98 

1*796 97 

l<,'9.5-*)(i 

Ex|x>rt^: Ks croic 

1 (-1-11 

75 (82(9.9) 

(•8701111 8) 

i4|6(M(S8) I10I01(*)..5) 

118817(11.7) 

10635.1(28 6) 

llS 5 mil 

loss 

17464(6.0) 


V7) 

1.1f.59f-(9) 15(XK)(4 6) 

3.1470(51) 

11797(20.8) 

ln)|u)rts. Ks Lixirc 

17226 

*1702 1(8.5) 

8*7186(26.4) 

17(8.879(14 2) 1.54176(11.0) 

1.18920(11.2) 

122678(36.3) 

IJ.S .$ inn 

.VJS7 

22478(4 7l 

214()O(*7 0) 

41858(0.9) 41484(6.0) 

.(9132(6.7) 

.16678(28.0) 

N(iii-K)l. IIS S mn 

1(817 

18l)1.5( 2 8* 

18 i44( 17.(0 

.3.542.5(6.1, .1.1.121(11..5) 

2*X8)6( 0.2) 

29l.52(28..() 

Halanecot rMdc’ Kscrorc 

-1781 

21642 

.’(Ki85 


.(4495 -24076 

-20102 

-16125 

os $ inn 

-86*7 

,5014 

- 4*792 


-81*87 . ()478 

-.56fi1 

-4881 


Nov 12. 

Nos 11. Maiehll, 



Vurialion Over 



Korrign Exchange 

1999 

I*i98 l*7*)9 

Moiitii 

Year 

Fisial Year .So F. 1 I 1998 99 1*797 98 l996-‘77 1995-96 1*7*74-95 

Rc.scrvrx (excluding gold) 



Agis 

Ago 

l‘)99 2(88) 1*8)X.*7*7 



Us cixire 

1 )2f>(>5 

1I2.(-1*7 1254»6 

765 

20316 

721*7 9818 229.15 

221.(7 216-19 - 

7302 18402 

US ^ mil 

.(0569 

26 5 41 2*75 (0 

205 

4026 

10(9 .567 15.54 

3Ml7 5243 - 

36<H) .5640 


Notv\ tilSupiMscnpi niiiiicial Ueiiotes month lo which tigiuc lei.ncs, *• m supiMscript 8 stands ftir August, (in h’lgiircs m brackets are percentage variations over the specified 
Ol ovcrth<‘(.<Mnp.ir.ihlr )H*ri«H]of the previous ycxii na nota\ailaMe neg negligible * unchangcil 
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Budgetary Operations of the Central and State Governments 


Sr 

Budget 

Budget 

Actuals 

Actuals 

Actuals 

Actuals 

.Actuals as Per t'ent of BE 


No Estimates 

Estimates 

A|>r99 

Apr 98 

Apr 98 

(Vt98 

col 5 over 

col 6 over 

col 7 over 

col 8 over 

1999-2000 

1998-1999 

Sepl9Q 

Sept 98 

Mar 99 

Mar 98 

col 3 

co'4 

col 4 

col 4 

1 2 

.3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

I Government of India - Union Government Accounts At A Glancc( as at the end of Septe 

-mher 1999) (Rs crore) 




1 Revenue receipts 

182X40 

161994 

68463 

.59082 

1.50532 

914.50 

.37.44 

36.47 

92.92 

56.4.5 

2 Tax revenue (net) 

132365 

116857 

47427 

42411 

105135 

62724 

,35.83 

.36.29 

80 97 

5.3 68 

3 Non-tax revenue 

50475 

45137 

21036 

16671 

45397 

28726 

41 68 

.36.93 

1(X).58 

63.64 

4 Non-debt cap receipts 

21087 

14908 

3734 

3116 

16017 

I2‘70l 

17.71 

20 90 

107.44 

86 .54 

5 Recovery of loans 

11087 

9908 

3274 

3116 

10146 

7030 

29.5.3 

.31.45 

102.40 

70.95 

6 Otiicr receipts 

10000 

5000 

460 

0 

5871 

.5871 

4.(i0 

0.00 

117.42 

117.42 

7 Total receipts (l-r4) 

203927 

176902 

72197 

62198 

166549 

104351 

35 40 

3.5.16 

94.15 

.5,5.99 

X Non-plan expenditure 

2068X2 

19.5925 

92304 

926,59 

211942 

11928.3 

4-1.62 

47.29 

108.18 

60.88 

9 On Revenue Account 

190331 

166.301 

85030 

71247 

17.5471 

104224 

44.67 

42.84 

10,5.51 

62 67 

tif which- 











Interest payments 

88000 

75(XX) 

36883 

.(0241 

78559 

48318 

41.91 

40. .32 

104.7.5 

(i4 42 

10 On Capital Account 

16.551 

29624 

7274 

21-112 

36471 

1.5059 

4.3.95 

72.28 

123.11 

.50.83 

of which; 











Lxians disbursed 

2270 

161.32 

2655 

16275 

26028 

975.3 

116 96 

l(X).89 

161 34 

(>0.46 

11 Plan expenditure 

770f.O 

72002 

32288 

278 37 

66887 

.390.5(1 

41.9.3 

38 6(1 

92 <10 

51 2.3 

12 On Revenue Account 

46656 

4.3761 

19208 

17223 

40691 

2.3468 

41.17 

.39.36 

9.‘' 98 

5 3 6.3 

1.3 On Capital Account 

30344 

28241 

1.3080 

10614 

26196 

1.5,582 

4.3.11 

.37.58 

92.76 

55 18 

of which; 











lxians disbursed 

20225 

18458 

94.30 

7824 

18003 

10179 

46.63 

42.39 

97 5.3 

.5.5 r. 

14 Total cxiviiditure ( 8 - 1 II) 

283X82 

267927 

124.592 

120-196 

278829 

1.583.3.3 

4.3.89 

44.97 

104.07 

.59.10 

1.*; Piscal deficit (11-7) 

79955 

91025 

.52 395 

58298 

112280 

5.3982 

65.53 

64.05 

123,35 

59,30 

It) Revenue deficit 194-12-1) 

54147 

48068 

35775 

29.388 

656.30 

36242 

66 07 

61 14 

1 36.54 

75 40 

17 Primary deficit (15-9(i) 

-8045 

16025 

15512 

28057 

33721 

56W 

-192.82 

175 08 

210.4.3 

.35 34 

Soiitce. (iovcinmeiit of India. Union Government Accoinils, Coiitrollci General ol Aeiounts 





Ye.li I999-2(MI0 

1998-99 

19*17-98 

g7 

i 995-96 

1994-95 

1993-94 

1992 93 

l*aM-9T 

11)90-91” 


BF, 

RE 









H Measures of Deficit of the Central Ciovernnient; 

l')90-9l to 1 

I'HW 2(K)0 (Rscrtiie) 






I’iseal deficit 











Gloss 

79955 

103737 

8K937 

(Xi7.33 

60243 

5770.3 

60257 

4017.3 

36325 

44(.32 


a. 20 

5.90 

5.69 

4 73 

4.95 

5.56 

6.H7 

521 

5.41 

7 66 

Net 

68547 

70988 

63062 

46394 

42432 

4031.3 

45994 

302.32 

24624 

.3069’ 


4.7 

4.04 

4.03 

1.29 

3.4li 

.l.SS 

5 24 

3.94 

.1.67 

5.27 

Primary tleUcil 











Gross 

-8045 

2(yi89 

23.3(K) 

725.5 

10198 

13(i44 

2.3516 

9098 

9729 

2 31.34 


O.HO 

/ .5/ 

1.19 

0 51 

0.S4 

/ 31 

2.6.5 

1.1.5 

1.45 

3 97 

Net 

13.581 

24284 

22748 

<«)22 

Ill80(i 

12050 

243.31 

llf)44 

8 Wil 

17924 


1.90 

l.3,'< 

1.45 

OfM 

O.W 

1.16 

2 77 

1.52 

1..14 

<OS 

Monetised deficit 


IIX(X) 

12914 

1934 

19855 

21.30 

im 

-125? 

5508 

14746 



0 67 

0 .« i 

0 14 

1.63 

0.21 

0 03 

0..55 

0 H2 

2 5.1 

Revenue deficit 

.54147 

(i0474 

46-149 

32654 

297.31 

31029 

32716 

18574 

16261 

18562 


2.71 

3.44 

2.97 

-M2 

2.44 

2.99 

.1.73 

2 42 

2 42 

1 19 

III Budgctaiy Opcouioiis of State Governments (Rs ciore) 








Fiscal deficit 











(iross 

80223 

75 304 

44242 

.37251 

.31426 

27697 

20.596 

20892 

I 8 <J(K) 

IKV87 


4.0 

4.3 

2.H 

2.6 

2.6 

2.7 

2 1 

2.7 

2.H 

i 2 

Net 

71276 

66041 

39176 

3.34()0 

26695 

23.507 

1626.3 

15770 

15746 

145 32 


3.6 

.3.S 

2.5 

2.4 

2.2 

2.3 

1.9 

2.1 

2.3 

2 .5 

l*rimary deficit 











Gro.ss 

.35149 

38.397 

14139 

11675 

9494 

8284 

4795 

7681 

795(1 

101 32 


l.f 

2.2 

0.9 

o.« 

O.S 

V.K 

0.5 

/ 

1 2 

1.7 

Net 

33602 

36647 

16983 

16055 

10556 

9459 

5188 

fi497 

1012.3 

8280 


1.7 

2.1 

/./ 

l.l 

0.9 

0.9 

0 6 

0..5 

1.5 

1.4 

Monetised deficit 


5579 

154.3 

898 

16 

48 

591 

176 

340 

420 



0.3 

0.1 

0.1 

. 


0.1 


■O.l 

0.1 

Revenue deficit 

43236 

40539 

16a72 

16114 

8201 

6156 

3812 

5114 

.5651 

5.309 


2.2 

2.3 

/ 

l.l 

0.7 

0.6 

0.4 

0 7 

O.H 

0.9 

Conventional deficit 

5262 

8373 

-2138 

7t)41 

2849 

-4468 

462 

-1829 

1.56 

-72 


0.3 

0.5 

■01 

0.5 

0.2 

■0.4 

0 1 

■0.2 




Notes'. BE Budget Estitrates, RE Revised Hsitimaics; Eigutx^s iii itdiks rcptescnl percentages ui GDP. 
Source: RBI. annual repsitt. 
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Calcutta Diary 

AM 


The hassle over Bofors is bound to die down; wider interests are to 
prevail. After all, the FEMA, the Insurance Authority and the Patents 
(Amendment) hills are one hundred per cent Congress babies. The 
BJP is honour-hound to introduce them in parliament, the Congress is 
equally honour-hound to pilot their pa.\.sage. Class interests apart, the 
US masters, along with their underlings in the international financial 
institutions, expect such gestures from their trusted servitors. 


Tl IF, American ainbassadur was not nai ve. 
He knew what he was talking about. He 
was blunt, as much plain-.speaking as the 
circumstances, according to him, called 
lor. Let your parliamentarians be good 
boys and pass the Insurance and I’FMA 
bills, without a murmur, thereby ensuring 
the elTcctive take-over of the Indian 
economy by external forces. The D.S 
administration will then flood the country 
with mountains of investment funds. The 
ambassador’s pledge, there should be no 
illusion, was on line with dreams nurtured 
by the leaders of thetwo principal political 
parlies in the country. I'he two parties 
have an identical class base; patriotic 
sentiments arc no part of theireihos; they 
are not interested in the ancient history 
cither; as long as they, as of today, 
experience fabulous prosperity for 
themselves and their neai and dear ones, 
why bother if the nation is again rendered 
into bonded slaves of this or that .scion 
of foreigners? 'I'liere is, besides, a certain 
snobbery savourable from the ongoing 
events: one has every reason to feel proud 
if labelled us pompadour-in-chicf of the 
world’s superpower. There is little point 
rumiiiating over the situation that could 
have ari.scn il the American ambassador 
m residence hud dared to offer this kind 
of open brilre two or three decades ago. 
Times change; the lesson has permeated 
the nation at all levels. Patriotism is the 
last re.sort of .scoundrels, hence better be 
in a scampering hurry to discard the 
customs and practices that are a hangover 
of the past. The comfort ami well-being 
of the class fraternity is the supreme 
objective in the affairs of men; once we 
agree to .scuttle our sovereignty, the 
Americans have promised an uninter¬ 
rupted flow of investible resources, 
residual pricks of conscience should 
therefore iKcupy no part of the agenda. 
Our leaders arc aware, as much as the 


Americans arc, that the future of one 
billion down and out people is no Joke, 
at least three-quarters of this multitude 
arc deadwood, garbage richly deserving 
the destiny of pestilential death. The 
top layer of 2.‘i0 million or thereabouts 
are an altogether different proposition 
though. The new millennium is a-corniiig, 
imperialism and colonialism are under¬ 
going a grand revival! In case everything 
turns out well, this lot of 2.50 million will 
constitute an attractive market for westci n 
g(K>dies. 'I'lte American administration has 
in fact loimaliscd a forward policy il is 
determined to implement in the course of 
the next couple ol' decades. It proposes 
to set up a global condominium of the 
compradorclasscs. 'Ilieecho ringing round 
the valleys and turfs in country after 
uiiderilcvclopcd country consequently 
reverberates with the inspiring note: 
compradors should transform thcm.scives 
into a united compradordom of the whole 
world, they have nothing to lose but their 
.sense of shame. 

The two main political parties in India 
rcptesenlasinglecaiegory'ofclass interest. 
They have long ago divested themselves 
of any sense of shame, class bias is the 
only consideration in their system of 
values. The squabble over the Bofors 
chargeshccts is a temporary occurrence; 
as far as roots are concerned, the two 
parties belong to the same genre. Il is no 
accident that high-caste Hindus dominate 
the leadership of both. The parlies in 
effect function as anger chambers for 
each other: These who fall out with the 
top bras, of their own party cross over, 
on a purely short-term basis, to the other 
party, and vice versa. The leading lights 
of the two parties akso intcr-marry; ii is 
most normal for a daughter-in-law to 
function ,is MP for the Congress Party 
while the father-in-law is a member of the 
union cabinet which is BJP all the way. 


or a chief minister in a BJP-administered 
state has a brother-in-law who is a 
distinguished member of the Congress 
Working Committee. 

To repeat, the hassle over Bofors is 
bound to die down; wider interests are to 
prevail. After all, the FEMA, the Insurance 
Authority of India and the Patents 
(Amendment) bills are one hundred 
percent Congress babies. The BJP is 
honour-bound to introduce them in 
parliament, the Congress is equally 
honour-bound to pilot their passage in the 
two houses of parliament; class interests 
apart, the US ma.sters, along with their 
underlings in the international financial 
institutions, expect such gestures from 
their trusted servitors, the bus.scs cannot 
be kept wailing. 

Both the Americans and their col¬ 
laborators in the poorer countries arc 
nonetheless making a horrible mistake. 
Contrary to their fondly held notions, it 
is most unlikely to be a cake-walk for 
cither of them. .A major slice of India hgs 
no fascination for the main political 
parties, nor arc they particularly en¬ 
amoured of the prospects under a 
recoloniscd sky. Flconomic policies and 
measures which favourthe foreigners ind 
the nation’s upper strata //».io Jucu> put a 
further squeeze on the life and living of 
ordinary men and women comprising the 
nation's majority. The current hullabaloo 
overthc increase in diesel prices illustrates 
the point. Shenanigans with the accounts 
of the Oil Pricing Committee were 
pioneered by Rajiv Gandhi. The BJP has 
merely taken a leaf out of the Congress 
Party’s book. The lack of integrity evident 
in the manner the price rise was announced 
- waiting for the polls to close and shifti ng 
the onus on the mystifying arithmetic of 
movements in international oil and 
petroleum prices - makes one lose respect 
for the ruling set of politicians. But this 
is class war, further manifestations of this 
war arc to follow, for instance, increase 
in rail and road fares and freight, across- 
the-board rise in indirect levies, closure 
and sale of public undertakings one after 
another, thereby aggravating the problem 
of unemployment, and imports choking 
to death domestic industrial units. Black 
humour will not however be altogether 
dispensed with. One of the recent official 
statements has promised the creation of 
one crore of fresh employment every year 
for the next decade. This gem has been 
lifted straight out of a Congress document 
vintage 1980, proving once more the 
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symbiotic relationship between the two 
parties. 

But trouble is a-brewing. The four-fifths 
of the population, who get nothing out 
of the cozy arrangement between the richer 
segments of society and foreign elements, 
may refuse to be double-crossed any more. 
Latin America and south-east Asia are a 
clincher: with all their might and arcane 
philosophy, the Americans have of late 
been unable to protect their native cronies; 
Even the Argentine republic is now out 
of their clutches as is Indonesia, despite 
all the schemings the Americans had 
indulged in with the Golkars. India’s vast 
masses, exploited beyond endurance, 
too could decide to have recourse tocertain 
new initiatives. Not even 1 per cent of 
the people of Jammu and Kashmir, it is 
common knowledge, arc keen to maintain 
their links with the Indian union; they 
have had enough of experience during the 
past .SO years; the government may now 
be unable even to prevent questions from 
being rai.scd in public fora on the hundreds 
of crorcs of rupees wasted on the futility 
of Kashmir during this 50-year span. The 
questionings will not just stop here. How 
the country’s economy could have been 
transformed if this huge sum, wasted in 
Kashmir, had been spent to raise the level 
of living of the starving mas.scs in eastern 
Uttar Pradesh, Bihar, Orissa, Assam, the 
north eastern states and elsewhere will be 
a theme on the lips of very many persons. 
Year after year, millions of Indians sulfcr 
unspeakable agony on account of 
devastating floods bringing in their train 
seemingly intractable problems of water¬ 
logging. drainage, road repairs, and .so on. 
.Suppose a cheeky young citizen, 
undaunted by frowning official eyes, 
demand that live thousand crores of rupees 
be cut back from the annual defence outlay 
for each of the next ten years, so that these 
essential nation-saving tasks could be 
looked after? Suppose another insolent 
youth follows up his introductory remark 
that India, one of the poorest nations on 
earth, has no business to spend the largest 
amount after Saudi Arabia, pre.sumably 
the richest nation, on arms imports; 
with the .proposal that India's defence 
imports be cut back by three thousand 
crores of rupees each year and the amount 
thus saved be devoted to a time-bound 
programme foe generating universal 
literacy? 

Just you wait, hitherto unthinkable 
thoughts arc henceforth likely to Fill the 
air. The American ambassador will be of 


little help at this juncture. On the other the Americans will have an alibi for the 
hand, serendipity is serendipity, now that non-arrival of pots and pots of foreign 
the polity will be once more in tunnoil; money earlier promised. 
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MONEY MARKET REVIEW 


Research Foundation 


Monetary Policy: Promise of New 
Perspective Belied 


■/'//<' overall monetary policy stance projected hy the RBI in recent 
policy statements belies the promise of providing a new perspective. 
The focus of these policy pronouncements has been overwhelmbif’ly 
on promoting and developing further the money and government 
securities markets; the importance of hank credit remains neglected. 


I 

Policy Perspectives 

AiTliK promising about a year and a lialf 
ago to lake a fVcsl) look at the analytical 
Iraincwork undei lying monetary policy 
which was dominated until then hy the 
principlesol’monetarism, the Reserve Hank 
of India (RHI) has reverted to the very 
conventional policy path. The RBI 
governor's latest monetary and credit policy 
stateincnl reiteiate.s the use of a multiple 
indicator appioach and a shoit-term op¬ 
erational model tor understanding the 
transmission mechanism of monetary 
policy and. in that light, refers to the esti¬ 
mates ol new monetary aggregates being 
published by the RBI. But if the overall 
fKTspecti\cs of policy projected by the RBI 
governoi in the recent policy statements 
are to Iv believed, the promise of provid¬ 
ing a new pers|Tective has by and large 
turned out to be rather pretentious. The 
ovci w helming persjieeti ve shown by these 
|H)licy .statements remains one of promot¬ 
ing aiKl developing further the money and 
goveinnient securities markets. On the 
other han«l. the newer perspective, which 
questioned the theme of stability in the 
money demand lunctions, was e.xpected 
to offer a more fiositive i'ijIc for credit or 
the assets side of the banking and mon- 
etai j institubons. Apart from emphasising 
what has come to be known, even in the 
mainstream literature as the credit view 
of ntoneiai y policy, the fresh thinking was 
required to ilo a few more things: first, to 
put the money market operatituis of banks 
and financial iri.stitutions in their place, 
that is, us a marginal activity to equilibrate 
lictween the supply Jind demand lot float 
funds in the financial system and not 
operating in the manner of tail wagging 
the dog' second, to iransinit :i constiintly 
uixlatcd view of the appropriateness or 
otlierwise of bank credit flows in relation 
to output and investment activities, in the. 
manner of a te.st that Nicholas Kaldor 
prescribed for the com|H’tencc of •» central 
bank- “bank credit should expand at the 
light latc, neither more nor less. This is 
neither ensured nor prevented by the at¬ 

.12,54 


tempts tocontrol the vagariesofthe money 
supply"; and finally, to focus on improv¬ 
ing the institutional and structural features 
of the financial system such that hindrances 
to an efficient system of credit delivery 
are inirimised, if not eliminated. 

An objective analysis of the past few 
years suggests that a number of unhealthy 
developments have surfaced in the mon¬ 
etary and banking scene resulting in stars - 
ing production activities of bank credit. 
First, there was the squeezing of monetary 
growth in 199.5-% and 1996-97. Second, 
there was a sharp upward revision in yield 
rates on government securities as also in 
short- term rates of interest, which encour¬ 
aged banksto prefer layersof money market 
and treasury operations ns against com¬ 
mercial lending. Third, the organisational 
unpreparedness in the face of forced 
imposition of capital adequacy norms 
withoui giving prioi attention to the issue 
of loan recoveries drove banks to a groove 
and to eschew' commercial lendings. 
F'ounh, the RBI and the public sector banks 
made no attempt to put in place an arrange 
ment for systemic culpability in response 
to the Supreme C!ouit judgment favouring 
individual culpability of bank branch 
nian.igcrs when loans become non-per- 
ibrinmg; bank managers have protested by 
refusing to lend credit to vast .segments, 
particularly in medium- and small-scale 
industries. Finally, in the face of an acute 
shortage of bank credit faced by produc¬ 
tive enterpi i.scs, even as the financial system 
nui'sed a siiifeit of liquidity, banks have 
responded by investing in bonds of big- 
si/c companies and .stale-level undertak¬ 
ings inim.'irily on private placement basis, 
many of which have not even been rated 
by credit rating agencies. The quality of 
such invcstii’oiits in the so-called maiket- 
ablc debt securities is not always ensured 
as. unlike in the case of cash credit, there 
IS hardly any as.sessincnl of the needs of 
Cl edit and, more importantly, its end use 
tiie kinds of discipline that both the 
banks and their clients have to observe for 
thequalityoflcnding. Ingenuity of acentral 
bank lies in promoting credit expansion 
and at the same time, ensuring the quality 

licononiic 


of credit and its recovery, as also simul¬ 
taneous application of capital adequacy 
norms in a phased manner. 

Against this background, the latest 
measures introduced by the RBI, while 
they may be justified in assuaging money 
market expectations, can hardly be con¬ 
sidered as inspiring; they fall into the 
characterof mere house-keeping measures. 
The release of over Rs 8,(KK) crore of 
liquidity through CRR reductions should 
be helpful in the face of large government 
borrowings and possible pressures on 
short-term interest rates. This fits in with 
the only conspicuous aspect of the recent 
monetary policy stance which has been to 
hold short-term interest rates on a tight 
leash and to ensure stability in the finan¬ 
cial markets irrespective of the latter's role 
in promoting real economic .activity. 

II 

Call and Forex Markets 

Despite the underlying liquidity 
(Table 1), rates in the call market not only 
remained firm but also turned volatile 
during October(Graph A). While the rates 
generally ruled within the range of 9-10 
|icr cent, in mid-October they suddenly 
shot up to over 20 per cent levels (Tables 2 
an<l Ij.Thc market seemed quite confu.sed 
when there was an unusual miscalculation 
of CRR requirements by .some banks and 
when some large lending banks withdrew 
temporarily from the market tollowing the 
adverse .sentiments arising from the mili¬ 
tary coup in Pakistan. .Some of the needy 
banks could not also take recourse to the 
RBI's refinance window particularly under 
the col lateral i.sed lending facility. Under 
the facility there was a cooling period of 
one fortnight after availing of it for two 
continuous f.irtnights. When the panic in 
the market drove up the call rates to over 
20 per cent for three days during October 
1.1-15, the RBI sought to inject liquidity 
thningh its open market window foi the 
first time after 1994. With its purchase of 
trca.sury bills worth over Rs 2,000 crore, the 
V all market cooled and the rates once again 
settled back at around 10 per cent in the 
month's third week; it further fell to a little 
over 8 per cent towanls the last week fol¬ 
lowing the expectations of CRR reductions. 
Incidentally, apart from the CRR reduc¬ 
tion, the lalc.st credit policy has removed 
both the bottlenecks cited above; a lag of 
two weeks has been introduced for the 
maintenance of stipulated CRR and the 
requirement of a cooling period for collater¬ 
alised lending has been dispersed with. 

The rupee experienced some mild fluc¬ 
tuation during October. Towards the end 
of September there was pressure on the 
rupee due to commercial demand for for- 
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Graph A; Daily Top-End Quotations op Call 
Money Rates, October 1999 



Working Days 


eign exchange and the market speculation 
that the RBI would allow corporates to 
hedge their anticipated foreign currency 
exposures. The rupee had ruled at a record 
law of Rs 43..S8/59 for almost a week 
during .September 27 to October 6, but 
following the positive election msults and 
al.so Moody’s sovereign ratinglurningixjsi- 
ti vc. the rupee recovered some ground and 
reached Rs 43.37 on October 12. Again, 
the military coup in Pakistan prompted 
some players to take positions in the rupee 
expecting a depreciation. It slid suddenly 
to Rs 43.50 on October 13. Soon however 
the promise of political stability helped 
the rupee to stabli.se around Rs 43.38/39 
(Graph B). The forward premia neverthe¬ 
less generally rcinaiiied stable throughout 
the month (Graph O. 

Ill 

Primary Market 

Dated Securities 

The month opened with a twin-security 
auction of Rs 5,0(X) crore for the central 
govci ni-'-.-nt. I leld on October 7, the auction 
offered 11.90 percent 2(X)7 paper forRs 3,OCX) 
crore and 12.60 per cent 2018 paper for 
Rs 2,(X)0 crore. Both the pa|>ers were rc- 
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issues of securities Boated earlier. Both 
the papers received ready rcspon.se because 
of the .somewhat lower cut-off prices by 
10-15 paisc fixed by the RBI than what the 
market expected. The 11.90 per cent 2007 
paper attracted 156 bids for Rs 4.272.205 
crore, of which 127 bids for Rs 3,(XX) crore 
were accepted at a cut-off price of Rs 102.71 
(11.3535 per cent yield). Tlic 12.60 per 
cent 2018 security attracted 139 bids 
for Rs .3.455 crore. of which 120 bids for 
Rs 2,(KX) crore were accepted at a cut-off 
price of Rs 104.05 (12.049 per cent yield). 

Again, on October 22. the government 
privately placed 12.29 percent 2010 stock 
with the RBI for an amount of Rs 3,5(X) 
crore. The stock was placed at Rs 103.75 
(yield 11.65 |jcrcent) which was in align¬ 


ment with the market priceof similar stocks. 
Following the private placement, the 
govemment has completed Rs65,1.30crorc 
of gross borrowing as against the bud¬ 
geted amount of Rs 71,014 cmre for long- 
and medium-tenn borrowings. 

Treasury Hills 

Firm call rates and the RBI's reluctance 
to incrcu.se the yields on TBs resulted in 
devoivcments of issues in primary auc¬ 
tions of these papers (Tables 4 to 7). In 
fact, the primary dealers were the only 
bidders in auctions of the.se bills and that 
t<H) to meet the success ratio obligations. 
Availability of dated securities of almost 
the same maturity and at a better price than 
that given by the RBI on TBs, had weaned 
away the investors from these pajiers. The 
market reluctance to buy TBs has induced 
the RBI to undertake an internal study of 
their demand and suggest mcasurr.i to 
reactivate them. 

Hotuh Market 

There have been a few regulatory do 
velopmcnts in regard to the bonds market 
in the recent period. First, the SBBI has 
made it mandatory for all debt issues, 
including convertible instruments, to lx.’ 
rated by at least one credit rating agency 
and al.so for issues of over Rs lOf) crore 
to be rated Itj' at least two approved credit 
rating agencies. Moreover, all the ratings 
obtained during the three years iireceding 
a debt issue have to be disclosed in the 
offei document. This ruling came into 
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GftAm C; ANNiJAUSfeij Daii.v 1-Month, 3-Month 
AND 6-Month Forward Prkmia in PF,Kci:NTA<iB 
K)R Tilf. U.S Dm Ijvr MV -niF DoMnsiic Inter¬ 
bank Marki-t bir OnriHFR IW 



Graph D: Yield Curve por Dated 
Securities; Day of Maximum Transactions 
(OCIOBFR 9) iniKINO THE FiRSF HaLF OF 
OCTOHER 1999 
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Graph E: Yifxd Curves for 364-Day 'DtEASUKY 
Bills and Dated Securities: Day of Maximum 
TRAN.SACniONS (OCTOBER 29) DURING THE SECOND 
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elTcct from October 1.5.1999. Second, the 
RBI bus released its study on ncm-SI-R 
investments which recommended that all 
private ptucemeni issues .should be com¬ 
pulsorily listed. The study has also su).'- 
gc.stcd some minimum di.sclosure norms 
and confining the private placement market 


to institutional and high nctworth inves¬ 
tors. Thitd. there have been reports indi¬ 
cating that all major mutual funds have 
decided to drop state government guaran¬ 
teed securities from their portfolios in 
view of high risk attached to them. Fund 
managers have realised that these bonds 


arc increasingly illiquid and several state 
governments have overdue payments both 
of coupon and redemption amounts. In¬ 
terestingly, however, banks and financial 
institutions were also seen to be swapping 
their bonds and dcbenturc.s portfolio with 
equity funds in exchange for their units. 


Tablf 3: Cali. Money Rates 
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Despite die apparent contradiction, the 
move is intended to balance the risk pro¬ 
file of equity funds and give a tax benefit 
to banks and FIs on returns on investments 
in mutual funds. Finally, SBI Gilts have 
launched maturitywise bond indices for 
government securities to provide a bench¬ 
mark for measuring the performance of a 
government securities portfolio. 

The month of October saw a renewal 
of bond issues. Of late, a distinguishing 
feature of the issues has been their small 
size. For instance, of the ten isiiues among 
PSU category that entered the market in 
October, the average issue size has been 
just over Rs 100 crore. Thi.s phenomenon 
seems to have been impacted by the SEBI’s 
ruling on credit rating requirements cited 
above. 

Yet another development surfaced dur¬ 
ing the month on the ratings front is the 
downgrading of four bond programmes of 
government of Maharashtra's irrigation 
projects of Konkan, Tapi, Vidarbha and 
Maharashtra Krishna Valley Irrigation 
Development Corproaiion which are worth 
Rs 2,564crore. Crisil has downgraded them 
to A(so) (which reflects adequate safety 
wi'h stiiicturcd obligations) from A+(so) 
(which rellectcd high safety with rela¬ 
tively higher structured obligations) owing 
to the deteriorating (iscal profile of the 
state government. The rating agency has 
also factored the downgrading in the rising 
indebtedness of the goveniment which has 
badly disturbed the budgetary equilibrium. 

H ven so, the pri mary debt market during 
the month continued to be active. As many 


as sixteen new issues entered the market 
to collectively raise Rs 2,547 crore. In 
these state-level undertakings dominated, 
followed by FIs and finally private cor¬ 
porate sector. Besides, there were i.s.sues 
worth Rs 1,016 crore in the market which 
have remained open since the previous 
month. 

During October, the market witnessed 
four fresh issues from the central PSUs, 
two of which arc tax-free bonds. Power 
Finance Coiporation (PFC) placed its long¬ 
term tax-free paper of 10-year maturity 
without any pui/call option at an annual 
coupon rate of 8.7 per cent to raise Rs 75 
crore. The issue has reportedly collected 
Rs 32 crore and has teen getting good 
response from the investors. Another tax- 
free central PSU bond came from North 
Eastern Electric Power Corporation, The 
7-ycar bond has put/call option after five 
years, offered a better coupon rate of 9.75 
per cent and aimed to collect Rs 50 crore 
which is supposed to be utilised for the 
development of power sector in the north¬ 
eastern region. The issue is neither rated 
nor guaranteed by the government. Re¬ 
sponse from investors is not known. Rural 
Electrification Corporation (REC) came 
out with 3-ycar MIBOR-linked priority 
sector bond and offered 50 basis points 
over the NSR's MIBOR rate. Tlie highest 
rating [AAA(so)| has teen assigned by 
CARE and Duff and Phelps India prima¬ 
rily because the issue is backed by a Icttci 
of comfort from the union ministry of 
power. With put/call option is exercisable 
after every year, the issue propo.scs to 


mobilise Rs 275 crore (which includes 
Rs 150 crore as greenshoe option). Yet 
another central government issue was 
from Hindustan Cables, which privately 
placed its 6-year central government 
guaranteed non-convertible redeemable 
debentures at a coupon of 13.5 per cent 
payable half-yearly. The YTM works out 
to an attractive 13.96 per cent. This is a 
rather small issue of Rs 13.72 crore, out 
of which Rs 12.6 crore has already been 
raised. 

Among.st the state-level undertakings, 
the maiurilics of the new issues ranged 
between 5-year and lO-year with coupon 
rales varying from 12.5 per cent to 14.4 
per cent and YTM from 12.89 per cent to 
14.92 per cent. All state-level undertak¬ 
ings collectively proposed to raise Rs 947 
crore. The best yield of 14.92 percent was 
offered by Rs 1 (X) crore i.s.suc from Madhya 
Pradesh Industrial Development Corpora¬ 
tion (MPSIDC) at a half-yearly coupon of 
14.4 per cent on its 5-ycar bond. Surpris 
ingly, the issue is neither rated nor guar¬ 
anteed by the state government. 
Maharashtra Jeevan Pradhikaran (MJP) 
hit the market on C)ctol)cr4 with four instru¬ 
ments: (a) 10-year bond at a coupon of 
14 per cent for the first year: subsequently 
the rale would te at a spread of 2(X) basis 
points over the PF rale which is currently 
prevailing ai 12 per cent; (b) 7-year bond 
carrying a cou|K)n of 13.25 |icr cent pay¬ 
able half-yearly with put/call option exer¬ 
cisable after 5 years. YTM for this option 
works out to 13.69 jjcr cent; and both 
(e) and (d) options of 10-year maturity. 


Table .S: Aiicnoss oi- VI-DavTreasury Biu.n 


(Amotmi in ru/teei < roret 


Date of 
Auction 

(1) 

Notified 

Amount 

(2) 

Bids Tendered 

Bids Accepted 

Subscription 
Devolved 
: on RBI 
(Amount) 
(7)* 

Cut-utf 

Price 

(Rupees) 

(8) 

Cut-olf 

Yield 

Rale 

(Pei Cent) 
(9) 

Amount Outstanding 
on the Date of Issue 

No 

(3) 

Face Value 
(Amount) 
(4) 

No 

(5) 

Face Valut 
(Amount) 
(6) 

Total 

(10) 

With RBI 
(111 

Outside RHl 
(12) 

I99« 












Sept 30 

2tK).00 

9 

300.00 

9 

200 00 

0.00 

97.57 

9.% 

6042.(X) 

2170 70 

.3871,.30 



(0) 

(0.00) 

(O'. 

(0.00) 

(0.00) 

[97 671 

|9 .54J 




Oct 9 

500.00 

15 

692.25 

8 

382.25 

3.75 

97..S7 

9 96 

6!,S1.(M) 

2174.45 

3976.5.5 



(I) 

(40.00) 

(1) 

(4(1.(X)) 

(114.00) 

197.57] 

(9.961 




Oct 16 

500.00 

14 

679.50 

9 

500.IKI 

0.00 

97.55 

10.05 

62I1.(X) 

2P4.45 

4036.55 



(1) 

(40.(X)) 

(I) 

(4().(M)) 

(0.(X)) 

I97..561 

110.00) 




Oct 23 

500.(X) 

17 

582.00 

7 

112 0(1 

229.00 

97.55 

10.0.5 

6260.35 

2403.45 

3856.90 



(0) 

(0.00) 

(0) 

(0.00) 

(1-59.00) 

197.551 

[10.051 




Oct 30 

200.00 

10 

4.35.00 

2 

200 00 

0.00 

97.56 

lO.(M) 

f>01().3.5 

2403.45 

1606,90 



(1) 

(25.00) 

(1) 

(25.(M:) 

(0.(X)) 

(97 561 

i'KUKI) 




1999 












Oct 1 

100.00 

14 

114.00 

0 

0.00 

100.00 

97.69 

9.46 

17.35.35 

554 70 

1180.65 



(-) 

(0.00) 

(-) 

(000) 

(0.00) 






Oct 8 

100.00 

13 

114.00 

0 

0 rx) 

100.00 

97.69 

9.46 

17.35.35 

652.70 

1082.65 



(-) 

(0.00) 

(-) 

(0.(X)) 

(0.00) 






Oct 15 

100.00 

13 

114.00 

0 

0.00 

100.00 

97 69 

9.46 

1735.35 

714.70 

1020.65 



(-) 

(().(K)) 

(-) 

(0 00) 

(0.(X)) 






Oct 22 

100.00 

14 

116.50 

1 

5.00 

95,00 

97.69 

9.46 

1735..35 

801.70 

933.65 



(-) 

(0.00) 

(-) 

(0.00; 

(0.00) 






Oct 29 

100.00 

14 

122.00 

6 

74 00 

26.00 

97.69 

9.46 

1715.35 

827.70 

907.65 



(-) 

(0.00) 

(-) 

(0.(X)) 

(0.(X)) 







Figures in parentheses in cols 3 to 6 represent numbers and amounts of non-competitive bids which are not included in the total. 
Figures in the square brackets under cobs 8 and 9 represent weighted average price and re.spcctivc yield. 

* Bracketed figures in col 7, if any, relate to devolvement on primary dealers, exclusive of RBI. nil. 
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offering a half-yearly cou(X)n rate of 13.5 
per cent with 13.% yield to inuturity; the 
only difference is in redemption, one of 
them being redeemable at pur and the 
other in four equal insta'.meiit.s at the end 
of 7th, 8ih. ‘>th and 1 Oih year. Other issuers 
in the stale-level category were; Punjab 
State Llecinciiy Board tPSFiB) [Rs 250 
crorc, 7-ycar guaranteed bonds at a cou- 
|X)n of 13.5 per cent with Y'l'M at 13.96 
per cent|. Krishna Bhagya Jal Nigairi 
(KBJNI.J IRs 240 crorc. A(.so) rated pri¬ 
vately placed 7 year tri -partite guarantcctl 
bonds with two options at 13.4 per cent 
and 13.5 per cent plus 1.50 basis |K>ints 
over PI' rate, tcspeclivelyl; Maharashtra 
Slate Police Housing and Welfare (\)r- 
poralioii (MSPIliftWC; jRs 107 crorc 10- 
year piivately placed guaranteed paper at 
13.2 (icr ceiitl; and finally, Gujarat Stale 
Ferti I iscr Corptnat ion ((iS PC’) | L AA rated 
7-year regular bonds at 12.5 per cent rate 
ol interest with annualised yield at 12.Ky 
pet eeiil|. 

Among the financial institutions, K’lC.'l 
and II'CM entered the niarkcl in the miildlc 
of the month. The Salely Bonds Scrie.s, 
fourth tranche in the current liscal year 
from IC'IC'I, aims to raise Rs .300 crorc 
with an option to retain an equal amount 
of ovcrsul).scri pi ion from the market. There 
Is no qualitative change in the current offer 
as compared to the August issue e.xcepi 
that undei the Money Multiplier Bond, the 
minimum inve.stible amount for IK-year 
11-month is raised to Rs 6,(K)0 from 
Rs 5,400 which on niulurity will become 
Rs 50,tXK). Il'CI intends to collect Rs 150 
crorc thrtiugh three options ol 5-year, 7- 
ycar and lO-yeat instnnnenis at annual 
coupon rates of 12.75 percent, 13 percent 
and 13.10 per cent, respectively. Thus far, 
the issue is not rated, and IFCI is in the 
prtKcss of getting it rated through some 
other rating agency than its own founded 
IC^RA. This has been necessitated owing 
to recent guidelines I'rom SliBl w hich has 
made it mandatory that no rating agency 
should assign rating to an issue of its 
tounder institution. Response to the issue 
is not known .Standard Chartered Bank 
was alst) in the private placenient with 
AAA rated 10-year subordinated bond; 
the Bank successfully laiscd the targctctl 
amount of Rs 195 croie by olfermg an 
annual coupttn rale ol 12.9.5 |X'r cent and 
closed sixtn thereafter. 

In the private corporate .segment, all the 
three issues were rated with adequate 
•salety. The 8-year AA-l- issue from Telco 
gave an indicative coupon band of 12.50 
12.70 pet cent for book-building exercise 
The targeted amount of Rs ISOcrotc was 
raised at a cut-off rate of 12.6 per cent. 
Tube Investments placed its 4-ycar AA 
rated bonds at 11.9 per cent with YTM 
at 12.25 tier cent to collect Rs 20 crorc. 
Promoted by ll.&F.S and Noidn Authority, 


Noida Toll Bridge Company (NTBC) 
cntcrcdthemarkctinordertoraiseRs 70.78 
crorc through fully-convertibicdebentures 
(FCDs) and deep discount bonds (DDBs). 
The company will rai.se Rs 20.78 crore 
through FCDs and Rs 50 crorc through 
DDBs. The issue has been rated AA(so) 
and it offers 14 per cent rate of interest 
such that YTM lor FCD and DDB works 
to 14.49and 14.72 percent, respectively. 
The issue is in the nature of an infrastruc¬ 
ture Ixind and carries tax benerils under 
section 88, l()(2.3G), .54EA and 54riB of 
the IT Act. NTBC is a special purpose 
vehicle (SPV) to develop, design, con¬ 
struct. operate and maintain a road bridge 
between .Noidain UttarParadeshandDelhi 
underbuild own-operalc-transfcr(Bt)OT) 
basis; the .SPV variety is the first ever ol 
its kind in the country. 

Ouite a good number of issues that were 
present in the market were those which 
actually entered the market in September 
and remained open even in October with 
the exception of Sardar Sarovar Narmada 
Nigam (SSNNL) which had opened in 
August and is still eager for funds. It has 
alieady inobih.scd overRs 8(K)croreagain.st 
the issue si/.e of Rs 300 crore with an 
uns|K.‘eilieil gieenshoe option. Other issues 
getting uood response arc KID(’, MPEB, 
GMIIX: and WBIDFC. 

As for the closures, CiSFC, AP Transco 
and TIDC were successful in meeting 


with their targeted amount. Tamil Nadu 
Industrial Development Corporation 
(TIDCO) Figures among the forthcoming 
issues. It proposes to raise Rs 500 crore 
(including a greenshoe option of Rs 200 


TABI.K 8: RhPO ThANSACTIONS in GoVI-MNMKNT pAreR 
(DnifeR THAN wmiTHF RBI), October 19‘)9 

(Rupees crore} 


Repo I'criixt 
in Number 
of Days 

Amount 

(Rupees 

Crorc) 

Range of Interest 
(Percent 

Per Annum) 

A Dated Securities 

1 14.56 

8.00-15,25 (9.96) 

2 

515 

8.80 12.25 (9.60) 

3 

1.584 

9.75-11.85 (10.33) 

4 

285 

8.20-12.{X) (10.08) 

.5 

too 

9.10 ll.W) (10 99) 

fl 

169 

9.10-12.00 (10.15) 

7 

99 

8.90-11.00 (9..'37) 

8 

2(1 

8.10-11 10 (10.35) 

9 

15 

10.95 (10.85) 

to 

65 

9.90-It.(K) (I0..32) 

tl 

50 

10.50 (10.50) 

1.3 

55 

9.00-12.25 (11.95) 

14 

1.379 

9.15-12 (X) (10.5.5) 

15 

S(l 

10.60-11.00 (to 76) 

.31 

50 

12 20,12.20) 

All Issues 

1 .31 

5891 

8(K) 15.25 (10.24) 

B IK2-Day Tbs(All Is.siiesI 

1 .3 

182 

8.95-12 05 110 4.3) 

C :<t)4-Da> TBs (All Issues) 

III 

4h4 

8.50-12.25 (10.23) 


l-’iguies in hracki-l.s iiro weighted :iviTai!c inleicst rale. 


Tabli 6: Au( iionsih 182 nA\ Tri-ascri Buls 


iAiiiohiiI III riipri'\ cioivi 


Daleut 

Auetnin 

(1) 

Nolilied 

.'VllHIUIIt 

(2) 

BidsTcndcied 

Bids Aii-cpleil 

Suhscri|8ii>n 
Devolved 
tin RBI 
(AnXHitil) 

(7) 

Cm-oll 

Pnee 

(Ru|x;es) 

(8) 

Cut-olf Amount 
Yield Oulshind- 
K.ite ing on 

(IVrConi) the Dale 
olIssue 
(9) (10) 

No 

(.3) 

Fatv Value 
(Amount) 

(4) 

No 

(•>) 

t-ace Value 
(AiiH)unl) 

(6) 

1999 

(Xll3 

Oi l 27 

too 00 

too 00 

15 

(0) 

19 

(0) 

114.00 
(0.00) 
146.(8) 
(0.00) 

0 

(0) 

3 

(0) 

■ i.OO 
(O.(X)) 
46.(K) 
(O.IK)) 

lOO.(M) 

54.(,() 

95.29 

195.291 

95.29 

(95.291 

9.89 17(X).0() 

19.891 

9.89 18(X).(X) 

19.891 

A'tiii-\: l-iguii-s in p.iieniheses in cnis 3 lt»6 rcprcseiU numliers and a.nouiils of non-cumpetitive bids 
»liicli are nut iiieludcd in the lolal Ingurcs in Ihc square brackets uiulcr cols 8 and 9 lepresent 
weighted average price and respei tive yield. 

Tabi l. 7: Am laissoi- 3M Dav Tri asi'RV Buis 

(Amount in rupee.i crore) 

Dale of 
Auction 

Ncilificd 

Aniinmt 

Bidslcndeieij 

Bids Aeceiacd 

Subscription 
fX'wXvcd 
on RBI 
(Amount) 

Cut-off 

!*ncc 

(Rupees) 

('uUifl’ A.’nouni 
Yield Oiitstand- 
Rale ing im 

(Percent) Ilx-Dai,'- 
offssue 

No 

1-aec ValiK' 
(Aimiunl) 

No 

I'ace Value 
(AiiKiunl) 

1998 









Oct 7 

400.00 

20 

760.00 

to 

400.00 

U.OO 

90.32 

10.72 5827.80 







(0.00) 

190.36) 

110.67J 

tX-l 20 

400.00 

19 

459 00 

8 

370.00 

30.00 

90.32 

10.72 5847.80 







(0 (K)) 

190.36) 

It 0.671 

1999 









Oct 6 

500.00 20 00 

572.50 

3.00 

IIO.(X) 

390.00 

90 64 

10.33 14300.00 








190.641 

[10.331 

0.1 20 

500.00 22.1X3 

63:.5() 

7.00 

315.00 

185.00 

90.64 

10.33 14400.00 








190,651 

[10.311 


.Voles, hijnires in the square brackets icpre.sunl weighted average price and the resjicclive yield. 
1-iguic.s in hraekels reprc.scnl dovolveinent i>n I’rimiiry Dealeis tl'D.s). 


3258 


Economic and Political Weekly November 20, 1999 



AmiNuix Takii.; Smiinuary MAXiCEr Oi>Ki!ArK>N.s in (joveknaii nt Pah.r: RBI's SCil. Daia 


(AimnuK ill ruiHVx cn>rel 


Descriptions 


29 


Week ending 
22 

October 1099: Yield to Mutiintv on .Aciiial Trading 
IS X 

— 

1 

Total lor tlic Month 
ofOi lober IW 


AMT 

YTM 

CY AMT 

YTM CY 

AM r 

YTM 

CY AMT 

YTM CY 

AMT 

STM CS 

AMT S'TM CY 



















































A Converted (Per Cent: Year) 


13.25 . 2000 

20.50 

10.54 

13.08 




4.(M) 

11,75 . 2001 

195.05 

10.61 

11.54 

20.05 

10.67 

11 55 

2UIM) 

12.50 . 2004 

251.87 

10.92 

11.80 

185.20 

10.97 

11 88 

2»)0 06 

.Sub-total 

407,42 

10.78 

II 78 

2()5,?5 

10.94 

11.85 

31106 

B Regular (I’cr Cent Year) 







1340, 1999 

43.90 

10.51 

13.35 

48 25 

1008 

11.14 

(I.Vi 

11.40 . 2000 

410.14 

10.47 

11 31 

251.HO 

10.5-1 

11..12 

229 M/ 

ll.(>4. 2000 

11.50 

10 48 

11.55 

lO.(X) 

10.55 

II..55 


12.14 . 2000 

- 




- 

. 


I.3.S5. 2000 

40(81 

10.59 

13.39 


- 

- 

HMK) 

10.85. 2(X)I 

I75f8) 

10.01 

1081 

50 (HI 

10 08 

10.82 

10 22 

11 47, 2001 

10.00 

10.00 

ll.-'O 





11.55, 2001 

185.00 

10.01 

II 39 

KiOOO 

10.07 

11 411 

.*5 00 

12 08. 2001 

20.(81 

lO.bS 

11.83 





13.55, 2001 

15 05 

10.70 

r 88 





13 75. 2001 

20(8) 

10.07 

11 18 


- 


lOlNI 

13.85. 2(H)1 

25 00 

lfl.(K| 

1.3.31 

. 




11.18). 21812 

1000 

10 09 

10 91 

- 

. 



11.15. 2002 

270 00 

10.71 

II 04 

41.00 

10.82 

11 07 

I ?? 00 

11 55. 2(812 1 


. 






II (i8. 2002 

45 00 

10.71 

II 42 

5.(X) 

10 75 

II 41 

20 tH* 

I2t>9, 2(»)2 

15,(81 

10.75 

12.18 




5 00 

11.82, 2(8)2 

. 

. 

- 




OiX) 

11.10. 2(8)1 

10 40 

10 8(1 

11.01 

17 (Xl 

Id 81 

11 (12 

105 (Xl 

11 75. 2l8)s 

10 00 

10 82 

n -14 





11 78, 2(8)1 

10(81 

10 81 

II 45 




2** IK) 

1181. 2(8it 

25 00 

10 82 

11-19 


10X5 

II 50 

150«» 

11..50. 2(8)4 

1(8) (ID 

I0 9t 

II -■’7 

120 00 

10 97 

II 29 

|<XlOO 

11 !\ 2(8)1 

- 






15(MI 

1195, 2(8)4 

so (8) 

Ill9t 

11 M 




15(>0 

11 98. 2(8)4 

295 (HI 

I0.9t 

II 54 

4S fKi 

10 97 

11 '5 

l')0()0 

12.59. .'OO-I 

15(81 

lU 97 

II 91 

n.tK) 

III Ox 

n ‘»l 


8 25. .’IMIS 

050 

11.10 

9 19 

. 



(7(X) 

10 5(1. .>(815 

)() 10 

II 01 

i(n.i 

- 



IMK) 

11.19. 2(815 

)65.(8) 

II 1)4 

11.11 

I25.(X» 

II 07 

II 14 

120 '*• 

11 25. 2t8i5 

4.s.(8) 

11 04 

II 10 

IS(M) 

n II 

II 19 

lOirii 

14(81. 2005 

- 



.H«X) 

n i8i 

1.’ 49 

0 15 

11 50. 2000 

20 00 

II 15 

11..12 

. 

- 

- 

0 02 

11 08. 2I88> 

1(8) (81 

II 15 

II 41 




7t)(XI 

11 75. 21881 

(.5.(8) 

11.16 

II 14 

7(X) 

II 19 

11.40 

91 IK) 

11.50, 2(8)7 

25 00 

11.11 

11 40 



. 

20IM) 

11 90. 2(817 

81500 

II .12 

11 57 

579 5? 

11.15 

11.SK 1942 91 

12 50. 2(8)7 

5.(81 

11.17 

II 84 





11.05. 2(8)7 

0 20 

11..17 

12 05 



. 


11 50. 2(818 

70.(8) 

11.41 

II 40 

HMH) 

II 44 

114/ 

130.‘>0 

12(8). 2(8)8 





. 


20 <X) 

12 10. 2(8)8 


. 


lO.(X) 

n 41 

11.68 


12 >5. 2(8)8 




0 10 

11 07 

11 H8 

25 00 

II .). 2(88) 

1.15.20 

11..5’ 

11.31 



. 

120 04 

11 99. 2(8)9 

1047.78 

II 51 

11.09 

461 71 

II 50 

11 7i 

71S4() 

11..50, 2010 

0 07 

11.52 

11.52 

10 (NJ 

11.57 

11.55 

«or»o 

12.29. 2010 

MS.(X) 

II 02 

11 81 

60 (Kl 

II.M 

11 X4 

H5 (Kl 

12.(8), 2011 

- 


. 





12.12, 2011 




. 


- 

64/ 59 

12 32. 2011 

877 50 

II 71 

11.89 

430 10 

11 70 

11 91 


13.12, 2011 




. 




12.40, 2013 




, 




12 40, 2011 

018 45 

II.80 

11.98 

612.26 

II 89 

li.9*) 

WM) 

I2..in. 2010 

17 55 

11.92 

11.98 

0 25 

11,91 

11.98 

26 9(. 

12.00, 2018 

504.95 

12.01 

12 08 

519.73 

12 02 

12 OH 

H63 5 > 
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crore) through /-ycarguaranteeo nunos 
by offering a coupon rale of 12.9 per 
cent YTM for which works out to I3.6U 
per cent. 

Other Instruments 

The commercial papers (CPs) issued by 
companie.s saw a decline both in amount 
outstanding and the amount issued during 
the fortnights ending October 15 and 
October 31. The interest rates showed a 
downward trend during the period. 'Fhe 
amounts issued during the two fortnights 
were Rs 1,104 crore and Rs 789 crore as 
against Rs 1.305 crore reported in the 
fortnight ending September 30. The 
amount outstanding dwindled to Rs 6.161 
crore as on October 31 as against Rs 7,658 
crore reported as on September 30. 

The dataon certificate of deposits (CDs) 
were available for the fortnight ended 
September 24. In CDs also, there was a 
sharp fall in the range of interest rates from 
8.50' 14.20 per cent in the fortnight ended 
•September 10 to 6.25-11.75 {wr cent in 
the fortnight ended September 24. The 
amounts issued and outstanding during 
the fortnight ended September 24 also 
showed declines. 


Mcunusaiion 

A study conducted by the rating agency 
Duff and Phelps revealed that the legal, 
regulatory and tax constraints restrict the 
growth of securitisation market in India. 
The study also observed that the market 
in India is dominated by consumer finance 
securitisation, particularly auto loan re¬ 
ceivables and infrastructure receivables 
such as, electricity and toll. Mortgage- 
based .securitisation though holding large 
potential has not taken roots in the Indian 
market due to regulatory constraints, such 
as, inudc(]uate disclosure norms and stamp 
duty on immovable a.ssels. 

Crisil, the domestic rating agency also 
came up with a study on securitisation. It 
estimated the cumulative volume of rated 
securitised transactions at around Rs I ,(>00 
crore. In a rather encouraging report, Crisi I 
has commended the market for high level 
of .stability with no downgrading of rating 
or default. The RBI is already studying the 
market and is expected to shortly come up 
with suggestions on how to give further 
boost to the market. 

Meanwhile, the union power minister 
announced the much-awaited sccuriti- 
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saiioii {Micisagc lu cicai uic uucs ui power 
and coal companies. The package com¬ 
prised bonds for Rs 8,000 crore for central 
power companies and Rs 4,000 crore for 
coal companies. The bonds would be for 
.seven years with a lock-in period of one 
year. IDBI also extended a Rs 160 crore 
credit enhancement loan to Cimmeo Birla. 

IV 

Secondary Market 
(jilt Securities 

The prices in the government .securities 
market followed the call rates. After re¬ 
maining firm at the long end for most part 
of the first fortnight, the prices of govern¬ 
ment securities fell by 20-25 paise when 
the call rales shot up to 20 per cent. The 
losses were, however, regained in the 
.second fortnight in anticipation of liquid¬ 
ity release through a CRR cut. During the 
current finuncial year, securities of longer 
tenure have been in demand. These in¬ 
cluded 12.60 per cent 2018,12.40 per cent 
2013,12.32 per cent 2011, II .99 per cent 
2(K)9, 11.90 per cent 2007 and 12.50 per. 
cent 2001 pa|)ers. The total outright Irans- 
aciion.s in government securities rightly 
showed a zig-zag trend during the five 
weeks reflecting similar trend in the rates 
in the overnight call market. With the sharp 
decline in the prices of long-term secu¬ 
rities. the yield eurve has shown a steeply 
upward sloping shape CJiaphs D and H). 

OMOs and Repos 

For the first time after 1994, the RBI 
opened its ojien market operation window 
also for injecting liquidity in the market 
through purchase of securities. As the call 
market showed signs of tightness and the 
market began to expect a cut in the cush 
reserve ratio, the RBI in a sudden move 
opened its OMO window to purchase 364 
day TBs on (X'tober 16. It offered to pur¬ 
chase 17 TBs maturing between January 14 
and August 24 in the yield range of 10 
per cent to 10.35 per cent. T he pricing of 
the bills indicated the aggressive stance 
of the central bank in OMO. The market 
responded positively and sold bills worth 
Rs 500 crore on the very first day of the 
offer. In three days, the RBI purchased 
bills worth Rs 2,141 crore. While RBI 
repos received no response, repos outside 
the RBI continued to be sizeable (Table 8). 

Bunds Market 

.Secondary trading in commercial bonds 
was more active in October than in the 
previous month; this was particularly so 
in CPs and miscellaneous ixinds (Table 9) 
following expectations of a reduction in 
interest rates after the erdit policy. 

[The background work for this review wa.s done 
by V P Prasanth and Rafiq L Ansari]. 
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security goals of their people”. Strength¬ 
ened by this hacking for CoFaB, India 
should oppose the US move and refuse 
to accept UP()V as a model for its sui 
t’cnrrix legislation. It should pru])()sc a 
more tievcioping country oriented plat¬ 
form like (.'oI'uB as an alternative and 
mobilise the support of other developing 
countries for rejecting UK)V as the model 
for sui protection. 

With respect to the substantive provi¬ 
sions of TKIFs , there are .some aspects 
which must be kept in mind during the 
negotiations. One, the list of exceptions 
to patentability in Article 27..1(b) must 
include the list of es.scntial drugs li.stcd by 
the WHO and also drugs and prcnlucts 
derived fiom the Indian .systems of medi¬ 
cine. This exception has liecn made in the 
recent Fateiil Amendment Act introduc¬ 
ing Exclusive Marketing Rights (l-.MR) 
for drugs and agrocliemicals and should 
lie retained in al I further versions of TR ll’s- 


IN India 40 per cent of the rural house¬ 
holds arc either landless or own less than 
0.2hectarc(ha)oflaiid.l.e.ssthan I (0.K8) 
percent ol the households own 14 percent 
of the land. In such a situation the pooa'r 
hou.seholds lease in land, tven though 
leasing has declined LS per cent of the 
rural households continue to lease in land 
according to N.S.S Re|X)rt 1992. In Ul’ 
where le; sing is illegal except in rare ca.ses. 
2.1 pel cent of the rural hou.seholds re¬ 
ported leasing in of land anil most of these 
arc landless households. At the all-India 
levelbl {ler cent of all landless households 
leased in land. 

Table I shows that at the all-India level 
l.'i per cent of the rural households 
lease in land. Significiuitly it is Bihai where 
the percentage of households leasing in 
land is lowest at 7 per cent with the 
exception of Jammu and Kashmir, in 
Kerala the same is 9.6 per cent. Drissa ha., 
the highest percentage (22 per cent) fol¬ 
lowed by Tamil Nadu (19.5 per cent), 
Haryana( 18 l)H.'rcent), West Bengal(17.8 
pet cent). The iiseiage area of leused-iii 
l.'iiid was 0 62 lia at the all India level hut 


induced legislation. In the sui generis 
legislation, the farmers’ rights must in¬ 
clude the right to save, exchange and sell 
non-branded seed. The large seed in¬ 
dustry, prime mover of the UPOV-ba.scd 
sui generis concept is a stiff opponent 
of the farmcTs right to sell seed in any 
form. 

Finally, while amending Article 27.3(b) 
with respect to the knowledge of indi¬ 
genous and local communities, we need 
to put in that for us indigenous knowledge 
includes oral knowledge. This is important 
because US law recognises only written 
information when admittingproof of prior 
art ill challenges to patents. Very often, 
knowledge with communities is only re¬ 
corded in the tradition that communities 
carry and pass on orally through genera¬ 
tions. The Seattle Conference will derine 
the future negotiating agenda of the WTO 
and therefore it is crucial that the Indian 
negotiators hold their ground. 


significantly it was highest at 3.2 ha in 
Haryana which shows the existence of 
reverse tenancy. 

At the all-India level 9 [wr cent of the 
area was under lease but suqirisingly in 
Haryana 41 per cent of all land wits under 
lease followed by Punjab (18.2 (xircent), 
Tamil Nadu (12.4 percent). West Bengal 
(12 per cent), (iP (11.8 per cent), Orissa 
(11.4 [X'r cent) and so on. 

Table 2 shows that al the all-India level 
29 per cent of the lease conlraci was for 
fixed money and another 18 percent was 
for fixed produce. The customary tenn of 
produce-sharing generally in the ratio of 
50:50 accounted for only 40 per cent of 
the term. Karlier sharing of proilucc was 
the only fonn as the Hindi word ‘bataidari’ 
denotes. That is being replaced by fixed 
money or I ixed share of the produce show¬ 
ing that the lease market is becoming 
more regressive so far as the tenant is 
coiiccincd. Uiosc who leased out land 
used to bear a part of the risk as they got 
a share of the prixluce. Now when they 
lease out on fixed money or fixed produce 
they bear no risk as such. Now all the risk 


is to be borne by the lessee. Leasing-in 
is becoming more exploitative as regards 
the tenant for in case of crop failure or 
very low produce he will have to borrow 
to meet the cash or fixed produce require¬ 
ment. As the lessors demand cash in 
advance the poorest among tenants are 
being squeezed nut for they cannot gen¬ 
erally pay in advance and only the rela¬ 
tively more resourceful can get the land 
on lease. 

Of all the Icased-in area 13 percent was 
under ‘other terms' which includes .ser¬ 
vice contract and usufructuary mortgage, 
etc. This arrangement is also more oncnius 
for pixirer households. Those who mort¬ 
gage the land for a loan, by and large, arc 
piKirer households who are forced to do 
so fur some money that they urgently need. 
Tho.se who lea.se in land in lieu of some 
service to be performed are also at the 
receiving end. The fact that only 14 and 
15 per cent of the lease contract is for 
produce sharing in Haryana and Punjab 
respectively shows that in agriculturally 
advanced states sharing of produce is on 
the decline. Incidentally this show's that 
all efforts to increase the sh.'irc of the 
tenant is likely to Ix' negated as the lessors 
who arc in a much stronger jxisition can 
force the lessees to agree to a cash contract 
or fixed produce one. 

The iiitroduelioiiof agricultural machin¬ 
ery like iractois, threshers, pump sets, etc, 
has also obviated the necessity of relying 
totally on leasing. Contract system in trans¬ 
planting paddy and harvesting wheat is 
also gaining currency rapidly. The em¬ 
ployers who generally feel that the 
labourers do not put in hard labour when 
they are daily rated find it a better alter¬ 
native. The labourers too employ their 
family la'oour to complete the task in as 
short a lime as possible. The decline in 
tenancy is not entirely because of increas¬ 
ing employment opportunities for the 
labourers either in agricultural and/or non- 
agricultural job opportunitie.s It is also 
due to the introduction of new agricultural 
machinery and development of cohlract 
system in various agricultural operations, 
/ill the same the incidence of leasing has 
nut declined markedly because, the rising 
landless agricultural labour population 
which increa.scd by more than two and half 
times during the last 50 years and contin¬ 
ued concentration of land has resulted in 
land hunger. 

Riici-NT Trends 

The imperative to lease out land has also 
increased on the part of bigger farmers. 
The next generation of such farmers has 


Tenancy Reforms: Rhetoric and Reality 

Krlpu Shunkar 


All efforts to provide security and stability to tenants farmers have 
been less than successful because of the influence that landlords 
wield. Tenancy reform can only be effective if the village community 
is involved in the programme. 
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acquired higher education and are going 
to the professions, services and business 
as earnings there are much higher apart 
from social prestige that such jobs com¬ 
mand. The net earning of a farmer with 
four hectares of irrigated land may not 
exceed Rs 60,000 and 95 per cent of rural 
households have holdings of less than 
4 ha. The average earning of a peon in 
government and public .sector undertak¬ 
ings is more than this amount with all the 
other retirement and other benefits. Hardly 
anyone would like to remai n in agriculture 
if he can get a job in the organised sector. 
As some manage to move out tenants 
remain in demand. This is more true of 


larger fanners where in many cases there 
is no one in the coming generation who 
will take to agriculture. 

These recent trends in the working of 
land, lease and labour markets indicate 
that the position of lessees is. by and large, 
becoming more vulnerable and the task of 
protecting them consequently more diffi¬ 
cult. In a state like UP where leasing is 
illegal the lessors change their lessees 
frequently. During 1995 when Mulayam 
Singh Yadava was the chief minister there 
was a rumour that the government was 
contemplating giving some security to the 
tenants. It took no time for the lessors to 
ask the lessees to cancel the lease. They 


tcw)k out their land and stopped giving 
land on lca.se. The moment there is talk 
of giving security you will find that there 
are no tenants left. They will be dispos- 
scs.sed in no time. The first step should 
lie to make leasing legal in a state like UP, 
set that the lessors may lease without fear. 
Lessors do not want leasing to be recorded 
and may prefer to keep the land vacant 
rather. We.st Bengal's OfHrration Rarga is 
a pointer in this direction. Dc.spitc all the 
fanfare about it the National Sample 
Survey, 1992 has found that only 30.6 per 
cent of the tenants were on record. In the 
case of landless tenants the percentage 
was as low as 16. In other words the 
benefit of ‘operation barga' has gone to 
relatively better-off tenants - 71 per cent 
for tenants in the 4-10 ha ownership 
eatcgoiy'. 

Given the rc4ility that the number of 
landle.ss and sub-marginal fanners is ris¬ 
ing fast and the lessors have the optiini 
to switch over to cash or fixed produce 
contract it seems very difficnlt that any 
measure can be effectively impicmentcil 
to cither give them security or raise the 
share of produce in their favour. The 
solution to the problem lies outside the 
crop production scenario in the sense that 
if large-scale employment opfioriunities 
are created in activities like eonstruelion 
of water harvesting structures, .soil anil 
water conservation, afforestation, con¬ 
struction of roads, desitling of rivers and 
the like in which the scope of employment 
of unskilled labour is almo.st infinite within 
the rural areas itself then the whole of the 
sutplus agricultural population can be 
shifted to these activities A drastic land 
redistribution programme can also achieve 
the same purpose but given the power 
equation it is almost ruled out. But the 
outlay on the.se activities can be rai.sed 
manifold only if the government decides 
not to be soft towards the richer classes 
and mobilise adequate resources fa such 
activities, 'fhe White Fbipicr on subsidies 
estimated that the subsidy enjoyed by lum- 
poor is Rs 1,85,000 crore. Assuming that 
one person can be employed on an annual 
cx|)cnditurc of say Rs 25.(KX) at the rate 
of Rs 80 per day for 3(K) day. in ;■ year 
one crore persons can be employed on an 
ex|)cnditurc of Rs2.S,(XHK'iorc per annum. 
The central govcrnmcnl budget on 
rural development and rural employ¬ 
ment is around Rs I0,0(X) crore and slate 
governments also spend a substantial 
amount. liven more importantly the 
village community should be involved 
in a Itolisiie manner to execute these 
programmes. 


T.srii.E 1: iNriDtiNCi: or Tenancy in Various .Si a n .s 


Status 

(1) 

Per Cent r f HUS Keixirting 

Average Area leased 
In l*er Rcpi)iiinp 
Hnu.sehuld (luij 
(4) 

Lca.scd-ln Area as 
Per t'enl of 
Total Area 
(.5) 

Leasing Out 

12) 

laiasing In 

(3) 

Andhra Pradesh 

4.6 

15.9 

0.47 

9.6 

Assam 

3.9 

16 7 

0.31 

8.0 

Bihar 

2.4 

7.0 

0.39 

4.3 

Gujarat 

4.0 

10.6 

0..56 

4.2 

Haryana 

lO.I 

18.3 

1.17 

41.1 

Himachal Pradesh 

3.4 

14.4 

0 24 

44 

Jammu and Kashmir 

1.0 

6.4 

0.53 

.3 4 

Karnataka 

7.5 

13.1 

0.99 

9.3 

Kerala 

2.2 

9.6 

0.10 

3.2 

Madhva Pradesh 

3.9 

12.3 

1 (14 

7.4 

Maharashtra 

4.4 

15.8 

0.52 

5.2 

Orissa 

6.it 

22 3 

0 38 

tl.4 

Punjab 

8.9 

15.2 

1.31 

18.2 

Rajaslhan 

4.5 

10.9 

1 43 

5.8 

Tamil Nadu 

5.6 

19.5 

0.26 

12.4 

Hilar Pradesh 

5 S 

16.5 

0.59 

11.8 

West Bengal 

4.7 

1/8 

0.31 

i2.02 

All India 

4.8 

14.7 

0.62 

9.0 

Sourer. Sarveksltrui, Oclohcr-Dcccmhcr 1995. 


Table 2: Terms or Tbsancy (I'i.rci niaos .Siiaki.j 

Stales 

For F'ixwl 

F'or F'ixcd 

For Share of 

Other 

All 


Money 

Produce 

Produce 

Terms 


(1) 

(2) 

(3) 

(4) 

(.5) 

(6) 

Andhra Pradesh 

32.1 

29.2 

33.9 

4.8 

100.0 

Assam 

23.7 

4.7 

49.6 

22.1 

KMl.O 

Bihar 

9.2 

20.4 

57.4 

13.0 

1(X).0 

Gujarat 

19.1 

3.2 

56.5 

21.2 

HKJ.O 

Haryana 

82.2 

2.6 

14.3 

0.9 

lOO.O 

Himachal Pradesh 

18.1 

6.8 

9.2 

65.9 

1000 

Jammu and Kashmir 

16.t 

27.9 

27.6 

28.4 

HXl.O 

Karnataka 

19.7 

18.5 

47.3 

14.5 

KKJ.n 

Kerala 

15.1 

_ 

4.6 

80.3 

100.0 

Madhya' Pradesh 

22.7 

30.9 

25.1 

21.3 

KKl.O 

Maharashtra 

27.0 

10.3 

47.3 

15 5 

1000 

Orissa 

12.7 

11.9 

65.1 

10.4 

KXJ.O 

Punjab 

67.1 

10.8 

15.0 

7.1 

HKJ.O 

Rajasthan 

17.7 

32.2 

37.1 

13.0 

KXJ.O 

Tamil Nadu 

32.4 

26.5 

25.3 

15.9 

lUO.O 

Uuur Pradesh 

7.8 

18.7 

56.3 

17.2 

Kxi.n 

West Bengal 

12.4 

9.8 

67.4 

10.4 

100.0 

All India 

29.1 

18.0 

39.8 

I3.I 

tlKl.O 


Sourer Sarvekshna, October-Uecember 1995. 
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ELECTION 1999 

Ominous Outcome for Left in West Bengal 

Dwaipayan Bhattacharyya 


While the gains made by the Trhiamul Congress-BJP combine are 
ominous trends for the Left, the outcome of the recent election may 
well prompt some rethinking among the ruling parties in the state. 


ONE of the remarkable outcomes of the 
recently concluded Lok Sabha polls, it is 
being said, is that the ruling Left Front 
(LF) has met with a major reversal in West 
Bengal. It is true that while the Congress 
has been virtually wiped out as the Oppo¬ 
sition, both the Trinamul Congress (TMC) 
and the Bharatiya Janata Party (BJP) have 
enhanced their respective tallies. The 
following analysis, however, posits that 
the setback for the LF is only marginal, 
considering that it has now been in power 
in West Bengal continuously for over two 
decades. At the same time the TMC-BJP 
gains point to certain political trends that 
can prove to be ominous for the Left if 
some immediate action is not taken. 

The I -F has lost fi ve scats in West Bengal 
this year and gained one from its 1998 
tally. Of the five lost. Krishnanagar has 
gone to the BJP, Berhampur and Raiganj 
to the Congress. Contai and Nabadwip to 
the TMC. Howrah has. rather unexpec¬ 
tedly, voted for the Communist Party of 
India (Marxist) (CP({M)). Although its 
share of scats declined from 3.1 to 29 (out 
of 42), the I.F’s pool of votes (46.74 per 
cent) has subsided Just by a shade (U.08 
per cent). 

In contrast to last year’s election, the 
anti-LF votes this year have inched in the 
direction of the TMC-BJP alliance from 
the Congress. Thanks to CPl(M)’s meas¬ 
ured wooing of Sonia Gandhi and skul¬ 
duggery in state Congress, the credibility 
of the latter as an ’authentic’ opposition 
took a severe beating. Moreover, the 
Congress suffered from the bouts of exodus 
of its popular leaders - Subrata Mukherjee, 
Sadhan Pande, Ananda Mohan Biswas 
among others - to the TMC fold. The 
Congress vote has dipped by around 3 per 
cent. But the I .eft has fail^ to gain any 
mileage out of the TMC-Congrcss tussle. 
The Cohgrc.ss’ misfortune has been the 
left’s misfortune too. The anti-Lefi votes 
now gravitated toward the TMC, who.se 
vote-share shot up. Last year, such tussle 
had helped the LF to come out as the clear 
winner (winning 23 seats by a margin of 
over 1,(X),000 votes). This year, the deci¬ 
mation of the Congress has pushed up the 
TMC by 2 per cent, while the number of 


.scats that the Left won by over 1,(X),(XM) 
votes has slided down to 17 (closer to 16 
in 1996 when the Congress was united). 

There is a pattern in the seats that the 
Left held in 1998 but lost this time; many 
of these show cnormou.'! positive swings 
for the anti-Left parties. For instance, the 
R.SP lost Berhampur to Congress with a 
swing of 24.98 percent, the highest in the 
state. The swing for Congress was also 
high (7.39 per cent) in Raiganj which 
CPl(M) retained last year by Just over 
6,(XX) voles. It’s not easy to tell what ex¬ 
actly cau.sed such shifts. A section trf the 
Congre.ss contend that the swings signal 
strategic voting by a large section of the 
electorate who, keeping the national prolilc 
in mind, considered the Clongrcss as a 
better alternative than (he hi ndutva brigade. 
Indeed the swings against the BJP (15.88 
percent in Berhampur, pushing it from the 
second slot in 1998 to third this year) and 
the TMC (5.73 per cent in Raiganj) have 
been phenomenal. Othersconsidcr the ItK'al 
ratings of particular candidates - Adhir 
Ranjan Chaudhury in Berhampur and 
Priyaranjan Dusmunshi in RaigunJ - to be 
responsible. I^cal factors do play a more 
important role than is visible from outside 
in the switching of electoral loyalties. 

In three other constituencies which the 
LF failed to retain this election (Contai. 
Krishnanagar and Nabadwip), however, 
its margin of defeat h.a.s remained moderate. 
In none of thc.se the Lett candidates lost 
by more than 40,(KX) votes. In Contai, 
CPI(M)’s Sudhir Ciiri lost to the TMC’s 
Nectish Sengupta by around 12,000 votc.'^ 
and in Krishnanagar, whcreCPI(M) fielded 
DilipChakraborty replacing AJoy Miikho- 
padhyay who won both in 1996 and 1998, 
the BJP’s Satyabrata Mookherjee 
registered a win by Just under 23,(X)0 votes. 
While nobody can deny that with these 
victories the TMC and the BJP have been 
successful in demoli.shing the myth of 
CPl(M)’s invincibility in the rural south 
Bengal, it’s no le.ss true that the erosion 
in these constituencies was far more visible 
in the Congress than in the CPI(M). Against 
the fall in votes for the CPl(M) by 1.03 
percentinContai, 1.16pera:nt in Krishna¬ 
nagar and 1.28 per cent in Nabadwip, the 


Congress loss was far sharper - 9.25 per 
cent, S.15 per cent and 5.62 per cent 
respectively. 

Howrah proved to be the only prize seat 
for the LF. Thanks to the di.s.scnt in the 
TMC (the sitting MP was curiously denied 
renomination) and the concerted campaign 
by the Left in the working class localities, 
the CPI(M) gained the constituency by 
more than a whopping 1 .(X).OOO votes. In 
the urhan/industrial belt consisting of 
Biirrackixiie, Durgapur, Asansol, Ulubcria, 
Diamond Harbour. Ihxrghly, Dum Dum, 
Seram|x>re, three Calcutta constituencies, 
Jadavpurand Howrah. CPl(M) got .seven, 
TMC five, and BJP one. All these consti¬ 
tuencies have eluded the Congress, no¬ 
where could it be found even at the second 
slot. Except in Calcutta north-west (where 
CPI(M)’s Sarula Maheswari’s absence 
caused a swing in favour of the Congress), 
the share of Congress votes dropped every¬ 
where (by 2.59 |x:r cent on an average). 

What docs not immediately meet the 
eye, however, is that in the seven scats the 
C'PI(M) has retained this time its vote 
share has, in fact, gone up. The rM(”s 
share, on the contrary, fell in four of the 
five seats it retained. Importantly, though 
the CPI(M) retained both the urban 
constituencies in Bunlwandi.striet, Durga¬ 
pur and A.slmsol, the BJP-TMC share has 
shot up by 3.35 irereent and 3.48 percent, 
respectively. By contrast, in rural Burdwan 
their support-base is on the wane. I JIuberia 
has emerged as a constituency to watch, 
with the TMC registering a swing of 6 81 
per cent, the ('PI(M)’s margin of victory 
has fallen. 

Although the LF’s share of all valid 
votes has gone down marginally (Irom 
46.82 percent in 1998 to 46.74 percent), 
CPI(M)’s has, in fact, risen (from 35.41 
pci cent to 35.57 per cent). Conipareil to 
la.st year, the share of votes lor the CPI(M) 
somewhat increased in It)out of 13 urban/ 
industriiil constituencies. Here the party’s 
cumulative share, however, stands below 
its share in rural segments by around 5 per 
cent. Meanwhile, both TMC and BJP ha .c 
managed to augment'theii shares from 
24.43 per cent (1998) to 26.81 per cent 
(1999) and from 1().20 per cent (1998) to 
11.13 percent (1999), rcs|iectivcly. Much 
of this upward mobility could be accounted 
for, as already indicated, by (he nearly 3 
per cent fall in the Congress votes which 
now stand at 13.53 percent. 

For the TMC-BJP, the verdict could not 
be more encouraging. For the first time 
since the abnormal election in 1984 (after 
Indira Gandhi’s assassination) a non-lx:fi 
outfit have been able to make such inroads 
in Nadia. In addition these parties have 
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inflicted a defeat on the CPI(M) in Contm 
and shocked the CPI out of possible 
complacency in Panskura and Midnaporc 
by bringing about spectacular swings 
(10.32 percent and 24.49 per cent, respec¬ 
tively). In these two constituencies of 
Midnu|x>rc district, the largest in the state 
with 3.*) MLAs, heavyweights like Gita 
Mukherjee and Indrajit Gupta have faced 
stiff resistance. 'Hicre can no longer be any 
doubt that the 'I’MC-BJP joint venture has 
successfully dislodged the C.'ongrcss as the 
LF’s main contender in West Bengal 
barring a few places in the north. According 
to an estimate, the TMC-BJP alliance was 
ahead of the LF in 80 out of 294 assembly 
.segments in 1998, now in lOfS. The signs 
are rather foreboding for the IxTt. 

SKiNII ICANT Vl;Rl>in 

It is probably necessary to look beyond 
‘election analy.sis’to address ihisqucstion. 
Flections are important dates in a demo¬ 
cracy’s calendar, but tlie exigencies of 
everyday politics can be reduced to elec¬ 
toral results only at the e.xpcnsc of valuable 
insights. It is important to place electoral 
verdict against a larger politicalscape to 
uiulcr.scorc the differences between the 
sub.stantivc and the tenuous, the chronic 
and the mutative, the cognate and the 
conjunct ural. 

The central paradox of the l^ft is that 
it has attained sustained electoral support 
in West Bengal for the la.st 22 years, but 
has failed to enthuse a few outside tlie 
border of the stale. Nobody denies that the 
present stature of the Left draws heavily 
on its rich legacy, ever since the 1930s, 
in the making of modern Bengal - in 
pt>pularising radical idealism, in spreading 
the norms of justice and equality among 
the marginal and in shaping a unique 
sensitivity fur human dignity not readily 
available in many parts of the country. 
Neither can it be denied that such projects 
are yet to -ome to a clo.se and that they 
could not but have met with a .scries of 
ob.staclcs. and that not all such obstacles 
have had tlieir origin outside the ideological 
sphere of the Left. Several recent works 
by historians and political scientists have 
shown the ambivalence of the I.eft. its 
elitism and inability to bridge the gulf 
between its theoretical perspective and 
practical conduct, its speech and action, 
rhetoric and the truths of radical movement. 

If one gleaned through the bulk of 
leftwing political literature produced in 
I9()0s and the 1970s (until even the early 
1980s), one could hardly miss their en¬ 
during quest: whither the revolution? All 
hues of marxists converged in their faith 
that to be a communist was to be a 
revolutionary, fighting for proletarian 


control over the state. There were several 
instances of not too placid exchanges 
within the I^ft circles as to the character 
of the Indian state, the definitive stage of 
Indian revolution, the choice of revolu¬ 
tionary class alliance and the availability of 
extra-legal, tactical and strategic options 
for the communists. However staid they 
may sound today, the CPI{M) formed the 
United Front government in the late 1960s 
as a contingent ‘instrument of struggle' 
to combine responsible with radical 
politics. Not immediately did it put a firm 
lid on the party's manifold doubts about 
what many termed as ‘parliamentary 
crctini.sm'. 

Several recent studies point out variously 
to the CPI(M)’s change of gear on this 
issue over the last three decades. A number 
of observers maintain that the party by 
conducting nil its activities through legal 
and legislative channels has ceased to be 
a ‘revolutionary’ party and can best Ih; 
described as social democratic. For others, 
it is not quite so: to be ‘revolutionary’ does 
not imply clamouring for a dramatic change 
all the while. There arccommentators who 
contend that the party has failed to come 
out of the hcgctnonic spell of bourgeois 
nationalism and, therefore, gut restricted 
i n a few pockets .Many do not even find any 
special need to pay attention to the project 
of ’revolution’ at all. There can no more 
be any doubt that to be a ‘communist’ does 
not any longer mean to be a revolutionaiy 
in the same way ns it u.scd to curlier. 

Meanwhile, in states like West Bengal, 
Kerala and Tipuru the mainstream I .eft in 
general and C’I’I(M) in particular had been 
busy managing the affairs of slate-level 
governments. In West Bengal, forinstance, 
two most significant achievements of the 
I -F have been decentralisation of adminis¬ 
trative procedures and land reforms. While 
decentralisation involved an early introduc¬ 
tion ol lixral democracy in the form of new 
panchayat in the rural areas, land reforms 
included legal recognition of ownership 
and tenancy rights over agricultural land, 
rational distribution of production inputs 
and land aliovc ceiling. Both these were 
combined, on the one hand, by preceding 
movements of the peasants and agricultural 
labourers and. on the other, by what’s now 
commonly celebrated as the ‘political will’ 
of the state government. That both the 
mca.sures paid reasonably good political 
and economic dividends became clear by 
the massive and continuing popularity of 
the CPI(M) and other Left parties at the 
village panchayat stage, and the annual 
growth of fiKidgrain produc’ioii between 
4.3 and 6.5 per cent between the early 
1980s and the early 1990s. much above 
the neighbouring .states. 


These, and other associated inter¬ 
ventions, would have been impossible 
without the CPI(M) as a discipline outfit. 
In rural West Bengal, where more than 70 
per cent of the state’s population live, the 
presence of the Marxists is felt evciy where. 
They occupy key positions in the panchayat 
and other public in.stitutions ranging from 
the governing bodies of credit societies to 
the primary schools, and have an important 
say in practically all local activities. Para¬ 
doxically, .such a penetration and spread 
of a disciplined Left has both been a con¬ 
dition and consequence of decentred 
governance in the state. That is, hut for 
the vigorous mobilisation of the poor 
pea.sants and agricultural labourers in the 
late 1960s and early 1970s, the left wing 
project of decentralisation would have 
locally strengthened rightwing forces in 
rural West Bengal. .Similarly, but for 
decentralisation (post-1977), the leftwing 
forces could never have proved themselves 
as credible and capable alternatives to 
the bureaucracy-driven land reform pro¬ 
grammes. Consequently, the CPI(M) as a 
party of discipline operating at .several 
layers of a decentred ptility could spread 
itself more than anybcxly else both in 
an intensive and uniform manner, pro¬ 
ducing in the process a unique techn.)- 
logy of electoral management that ensured 
a high number of seats in the face of a 
large proportion of votes routinely polled 
against it. 

I’he licauty of decentralisation is not 
that it raises the left’s electoral cITicacy, 
or its local control, or even that it helps 
to desiccate the bureaucracy hut that it 
prtKluccs a governmental locality. By this 
1 refer to a set of rules by which a locality 
(such as a gram panchayat) can identify, 
rcprc.sent and care for itself and can draw 
upon the resources specially made available 
to it for .such purposes. This itnplics use 
of the universal techniques of governance 
in tandem with the articulation of local 
needs, priorities and knowledges. That is, 
govcrnmentaliscd locality not only 
signifies the presence of government in a 
locality as an institution, but .also the 
locality’s presence in government as a 
process. The churning that follows does 
not cancel out chances of corruption, 
sectarianism, opportunism, maladmini¬ 
stration or misappropriation. Far from it. 
But the narrow hinds of the locality, its 
smallness, its familiarity and proximate 
habitat, its rumours and gossips, its habitual 
love and malice make possible a fast and 
effective sweep of publicity for all matters 
social. If secrecy is a weapon of domina¬ 
tion, in the govemmentalised localities of 
rural West Bengal there is a constant threat 
of infinite reversals. 
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If such govemmcntalisation of rural 
localities has altered the patron-client 
relationships of the past and generated a 
new and innovative correspondence within 
and between the village representative 
bodies, and tied them with the Assembly 
House and the Writers’ Building, it is not 
difficult to surmise why the stridency of 
anti-incumbency votes is mute in rural 
West Bengal. On the contrary, urban West 
Bengal with its epicentre in Calcutta is 
now witness to a change that marks a 
growing slide for the Left. Gone are the 
days of middle class radicalism, especially 
in the refugee colonics along the northern 
and southern fringes of the metropolis. 

Now the new middle class in these 
respectable neighbourhoods is more 
settled, cynical, un.sure,nuclcar,pragmatic, 
.self-seeking, depoliticiscdandincrcasingly 
disenchanted with a govemmem that is 
believed to have done, precious little for 
their city. Lost to the glitter and pace of 
Mumbai and New Delhi and faced with 
the pnrspect of losing out to Bangalore 
and Hyderabad, the middle cla.ss finds 
itself increasingly powerless. The same 
class that waged a war again.st the political 
and rinancial domination of big business 
in the sixties and .seventies is now more 
than keen to be enrolled as a partner in such 
projects. A L^jftthat dithers at the pros|)ect 
of leading the central government or fails 
to control its trade unions for drawing 
FDIs is of no use to this class anymore. 
With lockouts, retrenchment, closures on 
the rise the trade union niovcmeni ha.s 
suffered a big jolt in the state and dif 
fercnees within the Ixfl unions and those 
between them and the gtrvcrnmcnt aie 
growing. The alienation of the.se clas.ses 
from the governmental sphere of the Ll‘, 
in clear contrast to what has happened in 
the countryside, could scarcely be more 
conspicuous. 

These differences apart. Left politics in 
mral and urhan V^est Bengal has twocrucial 
similarities. Firstly, due to its long tenure, 
the LF is now popularly perceived as a 
symbol of political stability. Indeed such 
an image has served well, especially with 
the CPI(M) as a deft negotiator, in coali¬ 
tions of classes and parties. This, in fact, 
has helped to make the opposition - the 
faction-ridden Congress - appear as a 
bunch of rudderless politicians constantly 
at cross purposes. But stability has its own 
cost. A party for .stability is a party for 
order, and also a party for motleration. 

On the one hand, it gets difficult for such 
a party to respond to the social and 
economic fringes which lack a perfect fit 
with the present legal-in.stitutional order. 
Sectionsof landless agricultural labourers, 
unorganised workers, illegal urban settlers 


and educated unemployed youth have now 
begun to feel that the party somehow lacks 
enough interest to promote their cnu.scs - 
for higher wages, better work conditions, 
secure jobs and adequate compensations. 
On the othei hand, with its growing reliance 
on the governmental machinery, the party’s 
appeal in the sixties and seventies as a nun- 
bureaucratic radical dis(icnsation cver- 
sensitive to the needs and entitlements of 
the {)oor has cunsidcraly waned. It was one 
such appeal, one recalls, that enabled the 
LF to carry out its cnonnous campaign for 
land redistribution In pushing theob.staclc.s 
of the officialdoni to the wayside. 

These voids aic now being targeted by 
Mamata Banerjee’s brand of politics. Clad 
in crumpled sarce. wearing a street-fighter 
image, .speaking in plebeian Ranglu, 
mingling effortlessly with the urban ikhii 
in .shanties, the universal ‘didi’ (ana.scxual 
feminity that evokes care and (xmance) 
was initially enainoured by 'hhadralok' 
credentials (including a claimed doctoi- 
ate), but subsequently indulged in public 
mimicry of such rcs|x:ctabilily when deni¬ 
ed, and deployed the militant modes of 
pmtcsi so fuvciurite with the Left until 
recently, to eoinhat the Left. In her activist 
gear she is none but 'oncofus* for millions 
swayed by the dmatiis of her ‘Hcngal 
package’. Reluctant to join the last ministry 
at the centre she has now got an important 
portfolio in Vaipaycc’s cabinet, but she 
is unlikely tochange her style immediately. 
She thrives on diamatics, an element she 
has perhaps hoiiowed from the hugely 
(xipular Bengali mode of entertainment - 
the ‘jaira’. Ironically, her package of ‘jaira 
politics’ with its generous dose of tears 
and tantrums sells well at a time when 
‘political’ jatras. as reports Irotn Chilpui 
sugge.st, have lost their ratings in rural 
Bengal. 

The second void that the [..eft has not 
tended to belongs lo the social sector. In 
public provisions, such as basic health aiitl 
primary cducaiiori, iiiira.stiucture and 
literacy, the state h.is either remained the 
same during the last two decades or 
impnivedonly maiginally. Furtherreseareh 
is necessary in llxse areas to appraise the 
cau.ses for such inertia. Apparently, this 
is reflective ot a larger reluctance on the 
part of the Left since the 195()s and 1960s 
to affect the social and cultural fabric of 
West Bengal in any systematic manner. 
While it is true that leftwing cultural 
activism earlier sprung creative potentials 
in al most evciy field of cultural production, 
it somehow fa.lcd to cross the limits of 
middle-class imaginings and ended up by 
being tutelary and monotonous. Yet, the 
failure of the present Left to generate new 
energies to challenge the oppressive social 


and cultural practices of our time remains 
perplexing. Thus, public lynchingcan take 
place every now and then, .stK'ial ostracis- 
ation of ‘witches’ can goon unabated even 
underl.efi-run village panchayals.cclebra- 
lions of Durga puja can continue without 
any moral compunction while millions 
remain marooned due to Hoods, and 
academics bent on im|xising conservative 
drc.ss codes for women can easily gel the 
C’PUMj’s electoral nomination. 

Mamata Bancrjcc is acting as a coniluit 
for the cultural organisations of the 
hiiulutvu brigade to lap up these nieas of 
social conservatism that the Left has kept 
painfully unprobiciiutii.scd. It is instructive 
that the partisan 1 .eft’s recent fight against 
communalisni is confined to the levels ol 
electoral manociivrings without criiitiiiing 
some ol the central premises of out nation 
ness or the equivocal role of institution¬ 
alised icligions ill our society 'I he I efi 
has also failed in the public eye to maiiiiaiii 
an c(|iial distance from religious fiiiui.i 
mentulism of all varieties. With the RSS 
and BJP deploymeiii of locally focused 
and intensive organisational techniques, 
comparable lolho.se oftheleriwing parlies, 
any complacency on the part ol the Left 
in reviving a criiicul broadside against 
siicial obs'.inacy can now he veritably 
suicidal. 

To steel back lo ‘revolution’, dial ha.s 
lost currency in the picscni disemnses ol 
the maiiislreum Left, it is iinpotlant i<< 
refresh our meiiiories ol the project iiscll. 
(’an there he a meaning of revolution not 
exhausted either by the Bolshevik vision 
where “the .stale was everything and civil 
society was pi iniordial and gclalinous’' or 
the political revisionism of the Second 
Inicrnalionul kind where the need for class 
rule was considered redundant in an eni 
of p.iiliamcntaiy deiiUK'iacyV I supjM>se 
there can be; ami its sigiiificatioii is bound 
to render the customary binuiies between 
the categories ol revolution and reloini. 
stale and society, clliieal and nia.crial. 
eotninunul and secular, radical and 
icvisionist, government and inovenieni. 
traditional and modern as differently 
nuanced and problematic. If die IiuImii 
L eft can rewrite its own sioiy ol how' lo 
spmad and reproduce iisell in .1 legion by 
a series of govcrnnienlalised localities, 
how lo connect these localities both lo the 
national and the global spheres, and how 
lo .strengthen its hegeiiiony by incessantly 
eombaiiiig all loi lies ol social andceonoiiiic 
di.sciiininatiims. ‘levolution’ would as¬ 
sume a new .signil ieain i* in the vocabulary 
of the Marxists. In thiscontcxl, the outcome 
of the icicntly concluded parliamcntaiy 
poll', in West Bengal can act as a catalyst 
in the legeneraiion of the Indian Ixdi 
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Exports in New Millennium 
Scope for Leap Forward in Services 

Kaiyan M Raipuria 

More than the change in the pattern of trade in (foods, the change in 
favour of services in foreign trade transactions will need a close 
watch by India in the new millennium in order to compete, survive 
and make a leap fon\>ard in the world market for maximising national 
income and employment. 


(iLOBAI.ISATlON will gel a furlhcr 
inoiiienUini in the new niillenniuni. Ke- 
localinn, rcsinicturing and outsourcing, 
the troika lifted hy freer ituwcmcnlof capital, 
knowledge and technology, will pose many 
more challenges of international economic 
relations, particularly in trade. The chal¬ 
lenge of coping with structural changes in 
the markets as also in the pattern of the 
trade transactions is already before us. Bill 
Gales may he right when he says, "Busi¬ 
ness IS going to change more in the next 
10 years than it has in the last 50". 

More than the change in the pattern of 
goods, the change in favour of services 
in foreign trade transactions can he ob¬ 
served. .Such changes would need a closer 
watch in the new millennitiin in order to 
compete, survive and to make a leap 
forward in the world market fur maximising 
naiional income and employment. 

Woi Id exports of merchandise goinls as 
well as commercial services are reported 
to have diopped in dollar values by about 
2 per cent in 109K, due mainly to the 
strength of the dollar comparetl to the 
currencies of the leading traders. The slow 
down in merchandise had much to do with 
ihe slump in commodity price.s, the on 
going trade wars, a surfeit of antidumping 
suits, and different countervailing mea¬ 
sures. The rssociaied market for transport, 
travel and financial and business services 
also shrank which may explain the slow 
down in trade in services. 

The reduced services tiade could also 
he associated with decline in private capital 
flows and those related to financial mar¬ 
kets which were underpressure, following 
the cast- and south-east Asian crisis. 
Continuing under-reporting also kept the 
global figure low. 

The decline in case of services was 
anyway the first decline since compre¬ 
hensive data became available in the mid- 
eighties. Hie annual growth (compound) 
for 1990 to 1998 still works out to be 
higher at 6.1 per cent for tiadc in .sers ices 
compared to 5.6 iier cent for goods. .Several 


reports point to the revival in major econo¬ 
mies which should bring back buoyancy 
in trade in goods as well as services. 

The lead in the growth of services trade 
is likely to increase in the trans millen¬ 
nium period due to the expected expan¬ 
sion of the freer market supported by the 
WTO agreements on telecommunications, 
information technology and financial 
services. Their cross-border trade is csli 
mated already at .$ 100 bn, 210 bn and 50 
bn, rcsjieclively. The financial services 
trade tiansuctions are, in reality, much 
higher. And 90 per cent of the financial 
services covered under the WTO Agree¬ 
ment are expected to be under freer trade. 

The phenomenon of increasing share ol 
services sector in GDP (now more than 
70 per cent) in the OECD countries is also 
being observed in the avst of the world, 
bypassing the phase of increasing share 
of manulacluring. For example, the share 
of services sector has already exceeded 50 
per cent in India. This phenomenon would 
strongly support the expected expansion 
of world market in services, particularly 
with the growing iransfcr of knowledge, 
technology and management practices and 
expansion of c-commerce. 


Major sectors of world trade in com¬ 
mercial services at $ 1,310 bn (out of a 
total of $ 6,615 bn in 1997) inclu^ travel, 
transport, insurance, communications and 
a variety of business and other services 
(see table). Detailed information on trade 
in all these is scanty as appropriate report¬ 
ing has lagged behind their real or virtual 
transactions. An updated and reformatted 
databa.se is required at global as also 
national levels. 

Large expansion is expected in trade in 
arnsuiner and related services in the new 
millennium, notably infotainment includ¬ 
ing communications, software, financial 
and sophisticated services. Entertainment 
content of the goods is becoming the sole 
differentiator which is at the same time 
value-adding requiring services like de¬ 
signing, painting, moulding and clown¬ 
ing. 

The increasing integration of financial 
markets and the innovative pioducts being 
offered would vastly enhance the value 
chain in the services trade. Mind boggling 
are the magnitudes of the cross-border 
trade in services related to foreign ex¬ 
change ($ 1.5 trillion daily), interests rale 
derivatives ($ 265 bn), equity capital 
(cupiialisalioii $1.8 trillion), net .securities 
($ 400 bn), infrastructure financing ($ 1 
trillion), net bank lending ($ 5(X) bn), all 
requiring out.sourcing of services. 

Thus, as the present century comes to 
a close and we step into the next century, 
it is the services bazaar of the global 
economy which would be the real play¬ 
ground for major trade games. This docs 
not mean that trade in industrial goods is 
to be ignored, as it would have its own 
momentum. 

Indeed, trade via commercial presence 
in foreign markets is likely to become 
more important than cross-border physi- 


Tabi,i ; Pa m rn ov Si kvic ks Traiu-. 

{$ bn.() 


India 



World Exports 


Exports 


Imports 


l‘)97 

1997 

1998 

1997 

1998 

Travel 

•nu 

2.914 

(0.68) 

2.993 

1.4.37 

t.743 

Transport 

.120 

1.836 

(0.57) 

1 925 

2.522 

2.680 

Insiiiance and other services 

* .ShO 

0.240l 

(0.76) 

0.224 

0.183 

0.112 



4.t)03/ 


8 044 

3.808 

6.486 

Total iiiel other 

1310 

9.429 

(0.72) 

13.186 

8.110 

11.021 


Parentheses show percentage sh,ire in world exports. 

*liichides insurance; coinmtiniculions; constniction; Iinanciul services; computer and 
inlormation services; royalties and licence lees; different business services; and personal, 
cultural and recreational (inci audio-visual sers-iccs). 

'Business services' include trade-related services leasing, professional and technical 
.scrsices, v'u, legal, accounting, consultancy, public relations, educational, market re.search 
aichiiectural, and R anu ti services. 

Si>urce.\‘ World Kxports: WTO 

India's cx[Hirts and imiHirts. KRI. 
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Fioube India’s Sekvices Fjceokis - A 'SWOT' Analysis 


Strenglh.s 

Weaknesses 

- Economical wage and other bills, and the 
favourable time-zone difference between 
Indian and western cities. 

.. Trained/.slcilled, English speaking, younger 
manpower 

Wcll-eslablishcd financial network 

- Promolional Fiscal and EXIM Policy 

~ Traditional, labour constrained rinaiicial 
system 

- Still developing telecommunications . 

- Higher inllation (consuimir prices) 

- Kegional dispaiities 

Opporlunilies 

Threats 

- 0|>uning up of world markets 

- Euro-zone as one market 

-- Global business links and FUI |30ssibililics 

- F.merging conclaves with goods iinugc 

- Technological lag 

- Ia>w lelecominunicalioii intensity 

Rigid labour situation 

- Keslriclcd capital .iccouiil compaicd to the 
all compeiiiig countries. 


cal iratle. and foreign exchange transac¬ 
tions viaclccin3nic media may excel both 
of them. Some emerging areas are adver- 
tisi ng ($ .30.^ bn), computer software ($210 
bn), leisure software ($ 14 bn) and global 
music sale ($ 1.3 trillion), notably on 
internet (to ri.se from $ 87 million to $ 4 bn 
by 200.5). 

Many of the above services trade entail 
only ‘virtual’ organisations and integra¬ 
tion and point to the scope for leap frogging 
in exports by India, having comparative 
advantage, due mainly to a skilled and 
knowledge-based workforce, supported by 
related infrastructural network, es|)ecially 
fur education and training, increasing 
foreign investment, and state policies 
conducive to exiKirts. 

Presently, sourcewisc, out of the world 
total of commercial .services cx|3orts (for 
1998, according to WTO), North America 
(U.S and Canada) accounted for 20.3 per 
cent, the EU for over 40 per cent (Euro- 
/.one for over ,30 per cent), and Japan 4.7 
jK'reent, still leaving a large part (over one- 
third) for developing countries. Among 
them, China and Taiwan accounted fur 1.8 
percent and 1.3 percent respectively, Hong 
Kong for 2.6 per cent, Singapore for 1.4 
jjcrcent, and South Korea for 1.2 percent. 
Hong Kong and Singapore were net ex¬ 
porters, as were the US, Italy, Nether¬ 
lands, Spain, Austria and Switzerland, all 
among first 20 trading countries. 

India’s .share worked out to 0.7 per cent 
lust year, with export earnings at $ 8.6 bn 
(and import of $ 11 bn) less than Mexico’s 
(0.9)and Malaysia’s (0.8). However, India 
has been receiving significant amounts 
from Indians abroad, the average being 
around $ 12 bn, during the last three years. 
A leap forward may mean raising the share 
to I to 1.5 per cent, and earnings at around 
$ 2.5-30 bn, and receipts from Indians 
abroad akso at around that level. This would 
still mean only a marginal increase in the 
share of services exports in GDP, from 2.3 


per cent (1997) to a little over 3 per cent, 
compared to share of services in India’s 
GDP and total fixed capital .sUKk at about 
50 per cent. 

According to the BOP data on trade in 
services (see table), travel and ’other 
services’ constitute the major part of trade, 
the country being a net earner. The tithcr 
component is transport where India is a 
net spender. India’s share in world ex¬ 
ports, however, is miniscule in travel as 
well as other services, considering their 
large share in aggregate GDP, and poten¬ 
tial due to the emerging workforce. Even 
in software which is a shining area of 
exports, the share works out to fess than 
I per cent of the global market ($210 bn). 

However, sol t ware exports arc expected 
to take a jump in the coming years. Soft¬ 
ware companies arc not dependent only 
on the Y2K and euro conversion busi¬ 
nesses, though the latter may remain rele¬ 
vant until March 2(K)2. The ‘blip on the 
horizon’ is being seen and the ’ valuechain’ 
is undergoing a metamorphosis from just 
a support system to integration work 
bu.sincs.ses related to e-commcrcc, geo¬ 
graphical information systems (GI-S), and 
Internet. Critical minimum size, strong 
ba.se with US, and industry-specific skills 
are the imperalivcs to be pursued. In 
software, the challenge by China is to be 
met. China is woiking hard towards taking 
a lead in soflwate exports, realising the 
opportunities (or big earnings. China has, 
like India, a clear comparative advantage 
in w,age-cost of the workforce (unlike east 
and .south-east Asian countries) and its 
telecommunication development is pro¬ 
ceeding fast in select areas. 

Acco'-ding to the Ninth Plan, due to non- 
tradability of services sector. Indian ex¬ 
ports will remain primarily in the form of 
real goods. However, it is ob.scrved that 
the incremental share of tradables can be 
increased, through expanding production 
base, on competitive lines, and reorienting 


incentives towards investment in tradable 
gtXKls and services and improving relative 
profitability of exports vis-a-vis domestic 
sales. For this, the Ninth Plan has recom¬ 
mended the exchange rate as the principal 
instrument. Anyway efforts at raising the 
share of tradables need not wait the Tenth 
Plan (2(K)2-()3 - 2006-07) considering the 
rapid changes in the world economy. 
Factors like global pricing, standards, 
accounting, foreign tie-ups, consortium 
approach and necessary education and 
training programmes would also help 
increase tradability. 

.SWOT analysis supports the optimism 
expressed al>ovc. India’s strengths and 
opponunities in the worlil market are 
known (see figure). But its weakncs.ses 
and threats have to he given due attention, 
particularly technological upgradation to 
augment competitiveness. Development 
plans have to take care of the required 
gmwtii in telecommunications, while Jhe 
telecom policy is in place. The necessary 
changes required for flc.xihility in the labour 
situation and in foreign exchange trans¬ 
actions need to Ik addressed to facilitate 
the expansion ol services trade. 

I'hc latest budget, the Exim policy and 
the credit policy embody certain initia 
tives incl^iding incentives and steps for 
dccoiUrolling, strengthening of the insti¬ 
tutional ba.se, as also steps for increasetl 
supervision and prudent regulation. 

Business and industry need to Ik ade¬ 
quately seized of the opportunities cmerg 
ing for the bazaar where the sky docs not 
.scent to he the limit, given the possibilities 
in airways services, remote sensing ser¬ 
vices, satellite transmission .services, etc. 

While the policy changes have to be a 
continuous prcKCss, significant changes in 
the fiiiancial .sector, as per the Narasimhain 
(aimmittee leport.s. would he neces.sary 
for increased competitiveness to take 
advantage of expanding world trade in 
services in the new millennium. Recent 
studies/surveys support financial I'ercgu- 
lation indicating its contribution to a 
virtuous circle leading to incrca.sed clfi- 
cieney, sector expansion and greater par 
ticipation in the world tnarket. .StKial 
awareness and pressure lor efficiency in 
the sector need to Ik raised Iriniry of 
private and foreign banks and preference 
show'n by .stKicty for iheiii due to custo¬ 
misation illustrate this insofar as they 
had a gotxl demonstration effect. Bank 
branches abroad should be oriented to 
become India’s financial embassies to 
facilitate increased entry into the world 
market as also generate trade services, all 
to add to rapid economic growth and 
employment creation in the economy. 
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Linux: Open Source Software for 
South Asia 

Frederick Nuronha 

The talent-rich but resource-poor re){ion of south Asia cannot affonl 
highly-priced, copyright protected software. Software professionals 
feel an open source code operating system like Linux offers great 
potential for this region and particularly for India. 


'I'hc niHSt rundumcntal way of helping 
other people is to leach people how (o do 
things heller, to icll |ieopte things that you 
know will enable them to better their lives, 
l-'or people who use computers, this means 
sharing the recipes you use on your com¬ 
puter, in other words the programiiies you 
run. 

- Kichurd .St:ilim;in, Free 
Software Foundation 

WEI X 'OMI: to .south Asia. This talent-rich, 
resource-poor powerhouse of immense 
,suft\vare skills finds itsabilities recognised 
across the globe. Hut it also finds itself 
ironically unable to afford the prices of 
‘legal’ softwaie that it very badly needs 
lor itself. How docs one get out of such 
a bind? I’iracy is no long term .solution. 
Young Indian engineers and computer 
scientists arc looking deeply at an unusual 
solution that has recently arrived on the 
scene anti is fast growing popular. It traces 
its origins to distant 1-inland, and is an 
openiting .system called 1 .inux. part of the 
‘Open Source Software’ campaign 
globally. 

“Linux is a developers’ heaven’’, says 
G Sagai (24), a softwaie ilcvelopcr and 
wcb-dcsigncr from New Bombay. Unlike 
the software products of Bill Gates and 
other computing majors globally, this 
software doc.s not come with an un¬ 
realistically hard price. You can buy it 
legally for a few rupees, as low tis Rs 100 
or less even. Then, once you have one copy 
of Linux, you cari legally copy the same 
.software across d«)/cns or hundreds of 
computers. You could also pick it off free 
from the internet - provided you have 
time, patience, and internet connectivity. 

But many who are opting for it, are 
choosing it not primarily because of its 
low (almost no) cost. Linux is a very high 
quality product, it gives you the chance 
to go into its innards and work on it. And 
above all it allows older computers to get 
a new lease of life since it runs effectively 
even on slower systems like 386s. 

The free software movement as we 
know it was founded in 1985 by Richard 
M Stallman. The basic tenets of free 
software are - freedom to study, freedom 
to change, freedom to share or distribute, 
the right to .sell free software, and the 


principle that the software ‘source’ has 
always to accompany binaries. 

People want to believe they gel what 
they pay for. Whcthei it is a new ear oi 
television set. it is easy to believe that you 
gel quality if you pay a bigger price. Not 
so in the world of software. The Linux 
operating system may prove that, stime- 
times, the best things in life are Irec. 

Linux is tin operating system that runs 
on Intel-based (tiiid other) computers and 
w'orks a lot like |)roprielary versions of 
UNIX operating .systems and Windows 
NT. It was invented some eight years ago 
by Linus forvalds, a student at the Univer¬ 
sity of Helsinki in Finland. Linux’s origins 
are interesting, dissatisfied with his choice 
of operating systems. Torvalds wrote one 
that he liked. Aftci lie hud made the source 
code publicly tivailtiblu on the internet, a 
community of developers arose that has 
built on, im|)roved and expanded his work. 

CYirrenl estimates of Linux u.scrs world 
wide put the number of users at itetween 
8 and 10 million. Linux source code (the 
internal instructions that make up the 
soft ware) is publ ic I v accessible. This means 
that there arc thousands of rlcvclopcrs - 
around the globe - working often volun¬ 
tarily on developing Linux. 

What docs all this mean to India, or the 
countries of south Asia? 

V Vinay is assistant profcs.sor ol com¬ 
puter science tind automation at the pre- 
•stigious BangaIorc-ba.scd Indian Institute 
of Science. He sees many important fall¬ 
outs. Foremost is its impact on education. 
Free software al low s teachers and students 
to look into the software and not just treat 
it as a mystical black box. “Children like 
to play with things, tear them apart and 
- if we arc lucky pul things back. Free 
.software encourages such exploration, 
allows interaction with other children, and 
learning to understand large complex pro¬ 
grammes, without inducing any guilt of 
being a ‘pirate’ Dexterity in creation and 
not in usage is crucial if a developing 
country like Indi't has to create its own 
niche. Or else we will merely be fol 
lowers”, he explains. 

Eventually, if the dream of computing 
for ail has to be reali.scd,cven aconservative 
estimate of about one million .servers at 


Rs 100,(X)0 per .serx'cr. will result in an 
expenditure of alxiut Rs lO.OBl) crorc on 
software alone. Using free software will 
spare the country a huge financial burden, 
says V inay. Ihe other major i mpact of free 
software which Vinay sees ison the secunly 
of the country. “Free software is software 
that can be trusted as we have the source 
ctKle", he explains. 

Linux is not im|Hirtant only from the 
cost point of view. It is ptiwerful and 
robust. It is also flexible and gives you the 
(Kiwer to modify. This is im|iorlunt to 
some; since most commercial soft w are are 
US-based. “We need something that can 
be cusbtmised to our taste and require¬ 
ments”. says executive editor of the 
Bombay-based IT Vi.siiui publication 
Prakash Advani. 

In addition, I .inux has a very low cost 
of ow'iicrsliip, Advam points out. You 
don't pay per client licence, > ou don’t pay 
forevciy upgrade, add-on orfeatures. ()ncc 
you .set it up it requires very little main¬ 
tenance. As if this W'cre not enough, it is 
free. “People associate free with low 
quality. That has tociiange”, .says .Advani. 

Linux, apart from being almost tree in 
terms of price, supports a wide range of 
what would otherwise be deemed 
redunilant hardware. “In fact 1 know cases 
where a 48(. is used in networks as proxy, 
galew.ay, mail server”,explains Sagar, the 
software develo|X‘r from New Bombay. 

So tar, computers in India have lieen 
widening the gap between the haves and 
the have nots, says 26-year okl Sudhakai 
‘Thaths’ Chandrashekliaran. Something 
like Linux could change things, because 
it can breathe new life into old harilware 
and help bridge the gup. Since Linux ilocs 
a ganil job of sup|)orting old hardware, 
one can get a decent 3X6/486 machine and 
have Linux running on it in India for about 
Rs 1(),(KM) to 2().l)(K), argues ‘'fliaths’. 
‘Thaths’ is himself an engineer with Nct- 
scu[ie L'oinmunications C’orporuiiun in 
Silicon Valley. Yet he admits; “Soltwarc 
copyrights are unfair to resourcc-pc a na¬ 
tions like India”. He is eager to sec a Linux 
distribution spceillc to south Asia. “A 
localised Linux distribution will go a long 
way in making Linux popular in the various 
government deparlinenis”. says he. 

RamakrishnanM (23)arguestliat L'liux 
is “very, very rclcvanl" to India becau.se 
we have low purchasing |rower. “Imagine 
buying a state ol ll.e aii (’, (+-I-, Perl 
compiler for any oilier platform. Not only 
that, the bug tracking system, the quality 
of software that you are getting is great”, 
says he. For example, Ramakrishtian works 
in signal ptiKcssing. His field has much 
commercial softwaie available, including 
the famous Matlab costing about 
Rs XD.OOO. “A person like me simply 


Economic and Political Weekly November 20, 1999 


3273 



cannot think of buying it. Now I have the 
option of working in a package called 
Scilab which is Ircc (not only for Linux 
but for all platlonns)", says he. “You need 
not have to woik with pirated software 
anymoie. The support isavailabicfor Linux 
in abundance on the internet through mail¬ 
ing lists”, .say.s Kainnkrishiiaii. Apart from 
that. Linux cun work with 4 MB ratn or 
even 2 MB. Imagine running Windows 
NT on a 486/6.M) MB HDD/4MB ram” 
says he. 

Vivekanauda L Buindoor (37) is a 
computer piufessional working at 
Bangalore. Part of the AppliedTechnology 
Ciroup of TATA Infotech, their job is to 
look ai new technologies, get into them, 
study them, u.sc them, develop something 
in them. liaindooi believes there is a lot 
of still uniuppeil software talent in India. 
"The right way to tap the talent and get 
benefits lor everyone is do what Techies’ 
do. So far we Indians have provided ‘IT 
coolies’ to the developed world”, says he. 
"We found that I .inux was pioniising. We 
neededtodcvelop.something which needs 
tinkering with the TC’P/IP it.self. Linux 
pi ovides the source code for this and hence 
we got into Linux.” 

Bangalore-based I ISc assistant [irofessor 
Vmay says: “Linux has an inipoilantrulc... 
the veiy fad that it is tree software is a 
good enough rea.son for me. Deployed on 
a large scale. 1 .inux will save India a large 
amount of foreign exchange." But (or it 
u» grow, he stresses the need of local 
language integrulion. This is the single 
iiiosl important ili^velupnient that needs to 
1 h* uiideriaken, say.s he. 

Bussell McOrmond (31), an internet 
consultant from Ottawa. Cunada and one 
of those cnthusiu.slicully bucking Linux in 
India, sees free soltware as a sovereignty 
issue. "Proprietary licences restrict the use 
of computing and i-an be used in a trade 
wai against a country. Most proprietary 
soltware originates out of the IIS. and 
India needs more control over its policy 
by the US like it needs a hole in the head." 
Piracy, says he. is not an appropriate 
solution. "Piracy is not a valid form of 
civil di.sobedicnce as long as CopyLeft (a 
system which challenges the restrictions 
of copyright) is available, and 1 have no 
sympathy or re.spcct for people who pirate 
software for any reason.” 

"By using Linux, one is safe and his/ 
her conscience is clear that hc/she is not 
using pirated software. It is an excellent 
tool to enable one to study the theory and 
iiiiplcineiuutions of operating systems”, 
.says .Sachin Oarg (26) of the Centre for 
Development of Advanced Comiiuting (C- 
DAC) ol Bangalore. Oarg informs dial 
cunvnily the Indian C-DAC haspropo.sed 
to develop a suiier computer based on 


cluster computing with PC.s using Linux 
as a starting point. I'hc combination of 
Linux and the PC will enable theseclusters 
to be available readily and cheaply. Indian 
government agencies such as the C-DAC 
-though lacking the publicity of the private 
sector - have a larger agenda of |K»pu- 
larising localised solutions such as Indian 
language computing. These could be 
effectively involved with the Linux 
venture, its supporters argue. 

Vaibhuv Sliarmu (21), a computer 
engineer from Indore, says Linux would 
“definitely play” an important role in the 
life of future computer professionals. 
Computer educalional institutions should 
take to teaching Linux, and govenunent- 
ruti institutions should also focus on it as 
part of their master’s and bachelor’s degree. 
“Once any one of this happens, Linux 
would be powered with at least 10 more 
rocket boosters”, says he. Linux, he says, 
is now available at a cost of a mere Rs 05, 
along with popular computer maga/incs 
like ’IV-Quesi’. 

Linux users have already been promoting 
this operating system from various big and 
small engineering colleges and inslitutions 
across India. “Regional Engineering 
College, .Surat also had the first Indian 
Linux mailing list called BLIJO (Bharat 
Linux U.sers Croup)”, recalls Sumaii Saraf 
(23) of New Delhi. Today he is at Hughes 
.Software Sysicms, where he says close to 
.5(X) persons use Linux as their desktops. 
"Low pricing certainly helps the stuilents 
and other freelance hackers. Indians and 
south Asians have a good understanding 
of computers in general and the tipcn souive 
helps them in understanding the working 
of the com(>uter better”, says .Saraf. 

“I love to sec the look of ama/ement 
when a person sees a PC, Mae, Alpha, 
llltraSparc, and maybe even a PalmPilot 
all sitting in a low, running Linux. Hinm.. 
1 know a guy who has tons of those .scrum¬ 
ptious .SGI workstations urn”, .says Nikhil 
‘Nikk’ Datla, pointing to the versatility of 
Linux to work on a wide range of systems. 
“It’s time to show people why Linux is 
actually easier to use - without any screwy 
GUIs (graphical-user interface), or the 
Windows-like systems w'hich seem to make 
a computer easier to operate”, says he. 

At the heait of this drive for promoting 
Linux in India is a seemingly simple 
mechanism called the mailing list. This 
way. one could keep on discussing issues 
and sharing information, as if one were 
in a jx.*i|iciual conference on a particular 
subject. Linux-India. as the list is known, 
has done much to push Linux in various 
corners of this country. But, along the 
way. Linux-India’s success has also 
become adrawback. By now, it has become 
a huge and active mailing list, with some 


4(X) members. Each day, you can expect 
at least 70 or more me.ssagcs to come your 
w'ay, as Linux fans across India head home 
for the evening and another try.st with their 
favtiurite operating system. Some are put 
off by the heavy load, and also the infight¬ 
ing that sometimes comes up, as is expected 
in any such di verse group. Tlierc are many 
questions coming up on the Linux-India 
mailing list, and helpful members are quick 
to come up with replies. Y L Narayana 
recently asked Linux-India whether there 
were any statistical programmes available 
for Linux. “You know, the kind used to 
do things like analysis of variance and 
others”, said he. 

“Linux-India is ju.st a seed which is 
going to grow into a huge banyan tree. It 
needs to gel more serious people and 
business people involved”, says IT Vision’s 
I’rakash Advani. Much of the credit for 
promoting Linux in India should also go 
to computing magazines, like PC-Quest, 
which have been bringing low-cost CDs 
to tens of thou.sands of readers across this 
country. Another comincreial computer 
magazine, ('HIP, recently came out with 
a special is.suc on Linux. 

In Bangalore, former Indian Navy navi 
gation oflicer U Taranath (40) is an amateur 
radio operator, who has gone into selling 
L.inux CDs and other products in a big 
way. “The demand lor slackwarc is so 
gowl that we started looking out for other 
Linux devcUipcrs”, says he. “C’omputcr- 
isation is important for any country, com¬ 
pany ororganisation. And it should hup|icti 
within its own financial resources”, argues 
PhD student Vinod G Kulkarni (31) of 
Pune. 

Linux isdifferent. Apart from significant 
gains in not having to pay for softwaie, 
users benefit from the fact that the same 
old computers remain productive for many 
years even with relatively more complex 
softwaie. This can be a major competitive 
advantage for any company, argues 
Kulkarni. His desire is “to .sec Linux proli¬ 
ferate", and is working on some source 
software products. 

It can be tough convincing .someone that 
the best things in life cun, indeed, be free. 
Interestingly. at Netscape - the firm nchind 
one of the world's most popular internet 
browsers - Thaths’ own installation of 
Linux was what he terms a ‘guerilla opera¬ 
tion’. As he explains: “I installed Linux 
when my lioss went on a week’s vacation. 
By the time he got back things were running 
flawlessly and he could not complain.” 
Others have had different experiences. 
.Says 23-year old Prabhu Ramachandraii 
of Chennai; “I had been using Linux at 
college and was impressed by the fact that 
I could do my work on it for free.” More 
so, he points out, because shelling out 
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$100 is pretty big (for us poor third 
worlders) for really buggy software which 
doesn’t even give you one-thousandth of 
the facilities a simple $2 CD containing 
Linux can give you. 

Indians, and south Asians generally, 
Kamachandnin argues, arc also a very 
intelligent people and hence would 
certainly like software that doesn’ t assume 
a ‘brain dead user’. 

Gurunnndan Bhat of Goa University's 
physics department played a key rule in 
setting up internet facilities here. In 1995, 
when getting access to the internet, they 
decided to go in fora UNIX-like ojicrating 
system. .Says he; “In those days, the only 
place where Linux was installed at least 
in a production environment was the 
National Centre for Software Technology 
in Juhu, Bombay. So we borrowed a backup 
of their Linux installation (the kernel 
version was 1.0.2,1 think) on tape. It might 
now sound funny if I told you that it took 
us more than two weeks to gel it ninning." 
Till now. Goa University’s 486 computer 
has been working for four years without 
a break, though the number of users has 
gone up fourfold. 

Arup Bhanja of Calcutta recommends 
a fourfold strategy to boost Linux in India 
- showcasing Linux technologies avail¬ 
able. stressing the lowcrcost of ownership, 
informing users about the pitfalls of using 
pirated software, ami extending Linux to 
schf)ols and colleges. 

In India, increasingly computer users 
are getting aware of how they are .squeezed 
between astronomical software prices, the 
falling value of the rupee, and allegations 
that tho.se who cannot afford tt) pay arc 
■pirates'. 

V'inay questions thefaimess ofcopyright 
laws. “Fairness and copyright is an 
oxymor.tn. They are meant to protect the 
haves. Seen within the context of other 
haves, the laws are fine. The problem is 
when the same laws arc applied to the 
have-nots as we!!. The recognition that 
software is different from other manu¬ 
factured goods and therefore requires 
different laws has not yet sunk in with the 
US government.’’ Vinay is a researcher in 
theoretical aspects of computing. “Soft¬ 
ware copyright laws arc fair only to the 
software companies which try to enforce 
them. Not to the users. The degree of 
unfaime.s.s increases as we think of the 
‘developing’ countries’’, says Vivekanand 
Baindoor in Bangalore. ‘Legal’ software 
can also prove costly in more than one 
way. Users have to pay high costs whenever 
they upgrade. 

If legal software becomes mandatory, 
mo.st people would cease to use computers 
and usage would go down harming us 
more. On the other hand, if Indiacontinues 


to pirate software, the country gets a bad 
name in the intellectual property corridors 
woildwidc, argues Arup Bhanja (28). who 
worked on various software projects in 
India and abroad before .settling down in 
Calcutta with his internet consulting 
business offering low-cost value-added 
services in the internet media. “When 
software is developed in India at lower 
costs (offshore development) and .sold all 
over the world at high price who is 
benefiting more'.'”, asks Arup Bhanja, 

“My belief in copyrights has been 
influenced heavily by Richard Stallman, 
who .says that a book or a piece of software 
is a global resource, and if you prevent 
people fatm using it yiui’ie reducing global 
wealth", adds I^aj Mathur of Delhi. Raj 
Mathur puts the argument this way, “just 
one C compiler foi Windows may cost me 
the equivalent of one month’s salary in 
India, while in (he US I could get it for. 
say, onc-fifticlh of my one month’s salary. 
So the problem is with the buying power 
that we have." If Coke can .sell it.scif at 
far lower prices in the third world than it 
does in the west, anil the same holds true 
for books, why don’t soft wiirc ciunpiiuies 
lower their prices in this poorer part of the 
globe, he asks. 

With a product like Linux, it is often 
not just u question of costs alone. Mukund 
who manufactures industrial electronic 
products from Nagpur docs not think that 
the ’free’ tag on Linux will make any 
difference. After all “in India, 90 per cent 
PCs run on piiatcd soflwiirc’’, he argues. 
But Linux will be accepted for its stability 
and compatibility. India's rich soltware 
talent could also give a boost to Linux, 
he feels. “We aie all poor people and 
believe in piracy only (look at China). .So 
whetherthe software iscopyright, copyleft 
or open source does not mutter to south 
Asians”, Mukund argues bluntly. 

K Arun, a 19-year old biochemistry 
undergraduate fiom Chennai says Linux 
interests him “primarily because I’m a 
ncophile, and love tinkering with stuff. 
He akso points out that there is a huge 
amount of scientific software available for 
UNIX/Linux. “Indians arc definitely con¬ 
tributing to the growth of Linux. In fact 
there arc a few how-to’s written by Indians 
which come as ptiit of distributions. But 
I am not toi> sure if it is by expatriate 
Indians in the U.S or generic Indians", 
argues software developer G Sugar from 
New Bombay. 

Regions like south Asia could surely 
support the global Linux effort. They could 
do so by developing applications, putting 
money into Linux-rclatcd ventures, sup 
porting I .inux (either for free or for a fee), 
and advocating the use of this unusual 
operating system. 


“Putting money into Linux-related 
ventures has started to happen. Lintk at 
firms like Pacific Hitech and G T Enter¬ 
prises in India (a firm in Bangaloa' which 
is popularising Linux by aggressively 
selling its low-cost CDs and software). 
But this is still on a small scale, possibly 
because of the l(K'al economic situation 
and the geiicral low per capita incomes”, 
says Raj Mathur (.38) of Delhi, who has 
been in the IT industry for the past decade 
and a half. Indian fiims like IIC’L have 
announced Linux support initiatives. 
Bangalore-hu.scd C anil B Consulting is 
alreadydoiiigit.Mathiirpointsoul.I.inux- 
India's list-mamtainer Amn lias published 
a few utilities for the |vopului I .inux ap|ili 
cation, called KDE, says Chetan Kumar 
(2.3). another softw'ure cngiiieci in an 
infotcch company in Bangalore. 

“With the kind of internet set rices 
available in India, it might take some (inie 
k'fore a (Linux) progratnmertiase develops 
in India", says Goa Univeisity’s 
Gurunandaii Bhat. lie feels that since most 
universities and colleges have yet to get 
even a decent internet link, it is no siiipi i.se 
that our biggest potential ticveloper base 
is lost to us even lieforc we gel startcil. 
In view of Netscape's Sudhakar (.'handi a- 
shekharan, |H.‘ople of Indian origin (NRIs) 
have made Significant contributions to the 
I .inuxeffort. But people in India, ingeneral, 
have iHien consiinieis of the elforts of 
others. “Not that (hire is anything wrong 
with that. In the open source mode of 
development a large group of savvy iincis 
is as important as a group ol developers", 
'Thattis’ Chandrashekharan argues. And 
as the internet connectivity in school.^ and 
colleges improves, more and more students 

whoare (he priinai y soui ces of innovation 
in the rest of world - would start con- 
tributing to the Linux eftort in India. 

Some Indians, like Rumakrishnan. 
already find the idea of open souice 
software to be the “iriosi revolutionary 
idea of the decade". Iwcryone interested 
In Linux should read about ‘The iiNU 
Project’, as outlined on the website 
www.gnu.org. “I have read it several 
times”, says Rumakrishnan. He is doing 
his MS in coiiimunicalion systems Iroin 
ilie IIT in Chennai. “In future I want to 
contribute something for Linii.s soltware. 
I would also like to contribute monetarily 
towards FSF as and when I get a decent 
job", says he. 

“The community spirit must be fostered 
by tapping the young computer users in 
schools and colleges”, says 32-year old 
Bhyrava Prasad, country manager for 
Insight Solution.s India office in 
Hyderabad. He is gushing in his praise for 
Linux: “The future Linux in the world is 
brighter than a thousand suns ’’ 
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Mohibbul Hasan: Historian 
of Muslim India 

Francis Robinson 

Mohibbul Hasan was not a historian of the modern kind with a 
weakness for buildinf; a (treat superstructure of theory on relatively 
flimsy foundations, but one who believed in accfuirint’ deep knowledge 
of all archival and manuscript materials he felt to he relevant and 
respecting the limitations he felt they placed on interpretation. But if 
Hasan as a historian was profoundly unideologicul, this did not mean 
that he was devoid of commitments in the public sphere. 


MOHIBBUL HASAN, ihe liistorian of 
Muslim indiii, died uged ‘H on April 21. 
1999, With Ins death \vc lo.se a dis¬ 
tinguished historian of the old scIhhiI and 
a representative, from its vibrant pre- 
partiiion days, of the iniel Icctual arisioei ac y 
of Lueknow and its qushah h inlet land. 

Mohibbul Ha.san’s family hailed from 
the. village of Muhammadpui, five miles 
from Dewa Sharif in Bara Banki district, 
Awadh. His father was closely associated 
with the household of the Maharaja of 
Mahiiiudabad; Ins mother was lelaled lo 
the taliiqdari familiesof both Jeliangirabad 
and Mahmudabaii. Alter early education 
ai Christian College, Lucknow, he went 
on lo the lliiiversiiy ol l^mdon. Thciv he 
came to know well the Islamic historian, 
Bernard Lewis, who was to be a lifelong 
friend. 

On reluming to India Hasan .started 
teaching at MAO College. Amritsar. In 
194.^ he was appointeil lecturer in Islamic 
Hi.story and Culture at the University of 
Calcutta. In 195bhejoinedAligaih Muslim 
University as a leader in history In I9(i.t 
he was appointed professor anil head of 
the department of Indian Hi.story and 
Culture at the Jamia Millia Islumia, New 
Delhi. Then, from 1970 to 1974 he was 
professor 'iiid head of the department of 
liistory at the Uiiisersity of Kashmir. Ills 
retiremeiil was spent in Haider Villa, the 
hou.se he had built for his family m Civil 
Lines, Aligaih. 

The bare recital of the. stages ot a man’s 
career gives little idea ol the contribution 
made. In Ha.sun's case it should be clear 
that first and foremost he was a historian. 

He was. moreover, not a historian of the 
nuxlerii kind with a weakness for building 
a great superslrneturc of theory, or dare 
one say di.scourse, on relatively nimsy 
loundations, but one who believed m 
acquiring deep knowledge of all archival 
and manuscript materials he felt to be 
relevant and respecting the limitations he 
felt they placed on interpretation. 

These qualities were revealed in his first 
book. Histiiiy of Tipu .Sultan, which was 


published in 19.*) I and received its second 
and enlarged edition in 1971, the work is 
bused on manuscript and archival sources 
in Persian. Hnglish, French, Marathi, 
Kannada, Tamil, Telugu, Malayalam, 
Dutch, Portuguese and Ottoman Turkish. 
As far as I know, of the languages involved, 
Hasan only read Persian, Fnglish and 
French; his determination, howcvei, to 
track down every possible source in liitlia 
and Furope was typical of his approach 
to histvirical research. In forming his 
judgment ot Tipu, Hasan refused to be 
moved either by British writers, who had 
heatvd obloquy on their formeropponent. 
Ol by Indian writers, who wcreilcterniincd 
tobaptisehim as the first Indian nationalist. 
1 le saw Tipu as an eighteenth-century ruler 
determined to hold and, if possible, to 
enlarge his kingdom - no more, no less. 
'This was the first major study of Tipu and 
it establi.slied Ha.san as a historian of the 
first rank. In reviewing it for the Journal 
of the Amn icon Oriented Society, Holden 
Furlvi-, the historian of the Fast India 
Company, was absolutely right to declare 
that It “bids fair lo hold the field as the 
standard biography of'Tipu Sultan. In it, 
students of Indian affairs at this period 
have found w hat they have so long needed 
an example of biography of an Indian 
ruler of major importance..." 

.Such qualities were also revealed in 
Ha.san’s second major monograph, 
Kashmir under the Sultans, which was 
publi.shed in 1959. This was a second 
pioneering work, which was the first book- 
length study of Kashmir from the 
foundation of the .Sultanate in the 14th 
century up to its conquest by the Mughals 
in Ihe. 158(' '. It was based on wide-ranging 
research in Persian and Sanskrit sources 
as well as Kashmiri literature and folklore. 
Ihe accounts of European travellers, and 
archaeological evidence. The book reveals 
how a sparkling Kashmiri high culture 
developed under the Sultans which was 
e’'tinguished when the Sultanate eainc to 
be incorporated into the Mughal empire. 
It is important reading for those who wish 


to place Kashmiri issues in hi.storical 
perspective; Hasan analysed the roots of 
a distinctive regional identity. 

It was in all probability this major work 
of .scholarship which led to Hasan being 
offered, after his retirement from the Jamia 
Millia I.slamia in July 1970, the Chair of 
History’ and Headship of Department at 
Kashmir University by the chief minister, 
Cihuiam Muhammad Sadiq. Hasan set out 
lo write a history of the Dogra period and 
was sent by the chief minister to Europe 
to do research. The typc.script of this work 
was completed but ill-hcalth prevented 
Hasan from adding the referenees and 
footnotes without which he would never 
permit a work to see the light of day. 

Two further works are worthy of note. 
'There is his Waqai-i-Manazil-i-Kum. 
published in 1968, which is his edition of 
Khwaja Abdul Qadir’s diary of a journey 
to Istanbul. The Khwaja was secretary to 
an embassy sent by 'Tipu Sultan to the 
Ottoman Sultan in 1786, It is an engaging 
narrative which throws light on Tipu 
Sultan's commercial ambitions in the 
Persian Oulf u.s well as detailing the social, 
economic and political conditions of the 
region at the end of the 18th century and 
indicating the position held in it by Indian 
merchants. 

'There is also his Bahiir: Potuuler oftlie 
Mughal Empire in India, which was 
publi.shed in 1985. This book grew out 
ol the introduction which Hasan liad writ¬ 
ten to the Indian section of Bacque- 
(jrummont's French translation of the 
Bahur-nama. Tins brought home lo him 
how the emphasis in scholarship devoted 
to Babur had been on his central Asian 
career with relatively little attention being 
paid to his Indian years. Ha.san was 
determined to redress this balance and .set 
about the task with all his characteristic 
thoroughness. He was not satisfied, for 
instance, with the lour translations of 
Babur’s memoirs from the original Turki 
text. He hud to get at the Turki original; 
1 have vivid recollection of his deter¬ 
mination to find a scholar who would be 
able to help him with this task. 

As a historian Hasan not only pursued 
his own research with unusual deter¬ 
mination but also was a great cncourager 
of others. My debt to him is very great. 
Wi thin a month of my arrival to do research 
in India in the autumn of 1967 Hasan made 
sure that I was fully aware of all the 
materials held in the library of the Jamia 
Millia Islamia. Thus, I had the great good 
fortune of being among the very first to 
use the fascinating private papers of 
Mahomed and .Shaukat Ali. It was Hasan, 
too, who engineered my introduction to 
the Firangi Mahal family which led to the 
papers of Maulana Abdul Bari. Without 
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the fonnermy work on Muslim separatism 
would not have got very far. Without the 
latter iny work on the Indian ulema would 
never have begun. From our first meeting 
he was always a source of encouragement, 
of kindly intcre.st. and a most generous 
host. 

If Hasan as a historian was profoundly 
unideological, this did not mean that he 
was devoid of commitments in the public 
sphere. Like most thinking men of his 
time, and like most Muslim intellectuals 
from his background, he held strong 
‘progressive’ views. When he taught at 
Amritsar he was a communist, writing 
pamphlets during second world war m 
support of the .Soviet Union and against 
fascism. This brought him close to othei 
stall' members at MAO (’ollegc. the poet, 
Faiz .Ahmad Fair, and the writer, 
Muhammad Din Tasir, as well as' he British 
historian and Marxi.st, Victor Kierman. 
who became a finn friend. Hasan’s com¬ 
munist activism continued through his 


FliELING nostalgic for a wayward and 
rather criminalised democratic system by 
being cynical of a military takeover or 
even lecling euphoric over this extra- 
constitutional change-over will not help 
Pakistan in resolving her rather enduring 
problems ol governance. It is definitely 
not an auspicious occasion to stumble into 
another crisis so soon after the Kargil 
imbroglio. Unfortunately, the country 
seems to be mired in a vicious cycle of 
democratic yet inefficient and drifty 
administrations being dismissed un¬ 
ceremoniously to be followed by im- 
mandated interim arrangements all at the 
be he.st of the army Icadcrship.Thc generals, 
initially, express their non-chalance 
towards assuming full responsibility and 
only talk of cleansing the admini.stration 
by curbing disordcriincss and putting the 
economy back on rails within a short while, 
yet end up .staying longer. No wonder, for 
more than half of its history Pakistan has 
been underdirect military rule whereas the 
interregnums, in most cases, appear 


Calcutta years. But, by the time 1 came to 
know him, such views, if still held, were 
not evident. 

Hasan wasesiwtially proud of his family, 
his children and grandchildren. His 
daughter grailuated from Lady Brabourne 
College. Calcutta; two sons, Mujeeb and 
Moiii, made their way in the U.S. The death 
of his son, the journalist Najmul Hasan, 
who had hei|red him greatly in working 
for his last hook on Babur, and who was 
killed in West Iran m 198.1 when covering 
the Iran-Iraq war .is a Reuter's correspon¬ 
dent, was a hitter blow. He remained, 
however, buoyed up by the career and 
achievements ol the fourth of his sons. 
Mushirul Hasan, who followed in Ins 
footsteps, both as a distinguished histoi tan 
and as one detcrmiiicil to reveal with all 
possible clarity the Muslim contiibulion 
to Indian history for me Mohthhiil Hasan 
w'ill always leiiiain a man of kindliness, 
of courtesy,ol ch.iim, and above all things 
a .scholar and a gentleman. 


pscudo'deniocialie with the army dictating 
behind the scene. 

The army’s direct control aecompunies 
a coniplcie depolitici.satioii of the people, 
though on tlic w.iy the generals, like the 
erstwhile discredited |K)liticians, them¬ 
selves assume full-fledged populist 
pretensions to slay in power. Concurrently, 
they begin seeking discretionary idei.- 
logical and sceiional props to legitimate 
theirtakeovcr.s which sci iously fragmciiis 
the socieiy. By that lime ihs' civic groups 
hegi n to .show signs of disgust, and i Iciiiaml 
for democratisaiion, restoration of un 
fettered civic lihcriics iuid free press start 
reviving themselves which are further 
accentuated In serious economic anom 
alios. In the poHcss, the generals use both 
the brutal foice as well as divcr.se tempt¬ 
ations to the obliging elite to carve out a 
parallel niche. 

Even after the gcneials arc presumably 
gone as a result ol some popular mo venicni 
as was the case with Ayub Khan in 19{i9 
or due to a humiliating defeat as under 


Yahya Khan in 1971, or through some 
accidental death like that s>f General Zia 
in 1988, the successive democratic ad¬ 
ministrations suffer from weaker ptslitical 
ciiltuic. economic inabilities and un¬ 
scrupulous pensonalist ambitions. Even 
their dismi.s.sals followed by the interim 
arrangements or full-Hedged mandated 
governments fail to reverse the piioces.ses 
of deinstitutionalisation, corruption and 
general disarray. 

In other words, despite the temporary 
respite following the dismissal of a comipt, 
increasingly repressive and crisis-pronc 
Sharif udministiation, there arc reasons to 
be sceptical, F'herc are no quick fixes 
unless the country overhauls its archaic 
system and policies. Equally, these 
si|uubhles are, to a great extent, intra-elite 
prohicnis whose common interest in 
imiintuining the. system is quite obvious. 
Sharirs second adininistialion, despite a 
massive mandaic. suffered from an 
uiireienting assault on instmuions 'in- 
eluding Judiciary, media, presidency and 
military command. His accouiitabiliiy 
campaign smacked of partiality despite 
ilic fact that he and his close associates 
topped the list tif defaulters. I lis conlused 
siaiiee on the Kargil issue displayed 
opport unisiii rather than any well-thought- 
out policy peispcciivc causing Fakislan a 
major huniiliation and global i.solation 
though he, indirectly and not totally 
miju.siiriahly, trial loshili the rc.s|Minsi bilily 
to the army leaders, llis quick extension 
of General Pervez Mushariaf as the 
chairmnn of joint comniillee and then the 
riiliciilous yet dangerous tiioves to sideline 
him turned imi to be the last straw. 
Retrospectively, .Sharif looks like an 
irrc.s|Hinsibleand un.stahle politician totally 
devoid of any calibre who, despite being 
the most powcrtiil prime minister in 
Pakistan's history, turned out to he a 
eiiildisli figure amassing all the toys only 
to ciusli them with a hammer. Rather than 
lesolving the big four ’K’s coniroiiting 
Pakistan - Kashmir, Kabul, Karachi, 
Kalashnikov - he added another one in Ihc 
shape of Kuigil fiasco. ConcuiTcntly and 
ludicurously he strengthened the existing 
’C‘s - ccnlrulisation, comiplion, control, 
chaos, conllict.s and cronyism. 1 Ic was not 
a threat to the .system at ail. 

Having said that the ideal scctiario for 
Pakistan would have been to bring about 
an in-house charge from within the 
])ui liamcnl with liirtlicr persuasion for vital 
reformative changes. The suspension of 
the consiitiiiion. keeping elected 
a.sseinblics in a .state ol limbo, imposition 
ol emergency and u.ssutnpiion of parallel 
executive aulliority, despite all the good 
intentions, not only add to the current 
conlusioii, they pull the rug from under 


Reconstructing Pakistan: 
The Way Ahead 

It'tikhiir H Malik 


lUiU.sUin ’s powerful nilinif elite hove ployed o };onu of hide-und-seck 
between democracy and military re^ime.s. Ihikistun '.s nationhood and 
its civic and democratic inslttuttons have heen the casualties. I'he 
generals are institutionally and ideolof;ieally not equipped to re.solve 
the cndurinf> problems of governance. Hut they do now have an 
opportunity to push through u reformist agenda. 
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an ciccled, democratic system. However 
inet Ticicnt this elected framework may be, 
still its unilateral dismissal makes a 
mockery of the concept of popular 
sovereignty. The non-mandated interim 
regimes are a stop-gap and care-taking 
arrangement since no government can carry 
out major responsibilities without legiti¬ 
mate authority. The Judicial legitimacy 
sought through the Supreme Court or from 
past traditions of similar takeovers is not 
at all a substitute for duly elected insti¬ 
tutions. Besides constitutional propriety, 
such temporary arrangements, as seen in 
the past, simply compromise Pakistan’s 
locux standi as a fully sovereign, confident 
and vibrant nation. 

There is no doubt that Pakistan was 
achieved through a political movement 
rcKited in constitutionalism. The country’s 
political traditions and institutions are 
understandably weak, not that the entire 
nation lucks in well-meaning and com¬ 
petent elements but rather due to a recli- 
fiahle systemic malaise and a continued 
fiddling of the democratic pniccsses by 
the statist institutions. Democracy, as we 
sec in post-Soviet states and elsewhere, 
requires patient and sustained efforts from 
all sides and this human project suffers 
from extremist measures undertaken by 
so-called ‘strong’ men. Pakistan’s autho¬ 
ritarian leaders have not only sought props 
from non-democratic institutions but have 
even used Islam nefariously to skirt the 
vital issue of legitimacy causing serious 
dissension in abig. |xipuluus and extremely 
diverse country like Pakistan. It is only 
through a democratic system with built- 
in accouniabiliiy and mechanisms of 
peaceful transfer of power besides a cor¬ 
responding political economy prioritising 
development that Pakistan can achieve its 
cherished Jinnahisl ideals. Pakistan's 
agony stems from its elitist nomenclature 
run by the same class of bureaucrats, 
generals and politicians and given llicir 
chequered past one has reason to be 
sceptical of any momentous and healthier 
changes coming from the rcprc.sentatives 
of the same class whether they apitear in 
one garb or the other. Pakistan needs and 
deserves a breath of ftesh air and that has 
to come from within. 

It is Pakistan, its nationhixxl. civic and 
democratic institutions which have Itccn 
the main casualty of the hide-and-seek 
game amongst its powerful ruling elite. It 
will be ju.st a few weeks more when the 
sad and predictable realities of a centralist, 
outdated system will become apparent to 
ordinary Pakistanis. Economic problems, 
especially following the sanctions, will 
come back to haunt the innocent millions 
and a new crisis of legitimacy will reactivate 


itself to further jolt public confidence. A 
vulnerable country thoughtlessly made 
dependent on foreign loans and directives 
thanks to its insecure and corrupt elite and 
unbalanced political economy with a 
massive non-development .sector will soon 
deromanticise the mystique of obtaining 
accountability and distributive justice. 
Being part of the same pervasive malaise 
and, given their predominant position in 
the polity both as leaders and un¬ 
challengeable guides, the generals are 
institutionally and ideologically not 
cquipped to rcsol ve the enduring problems 
of governance. As the years pass by, it is 
becoming clearer that Pakistan is at the 
mercy of the same class of elite and the 
rules of the game do not allow any massive, 
long overdue reforms which may steer the 
country out of this morass and change the 
vicious cycle with a virtuous one. 

The military takeover of Pakistan 
characterised by a mixed administration 
of technocrats and military brass with 
promises to hold election and legally 
legitimated through the law of necessity 
is history repeating itself. Even without 
any sympathy for Sharif one is reminded 
of the fact that the country’s political 
culture has been totally unable to build up 
a mechanism for replacement rather than 
sheer displacement. The takeovers, 
dismis.sals and interim arrangements arc 
no bail-outs and a country dependent on 
such ad hoc and inherently inimical 
arrangements mu.st be only intensi fying its 
governability crisis. 

The current coup led by General 
Musharraf, either owing to compulsion or 
by intention, leaves very little hope for any 
radical departure from simi lar coups in the 
past. However, there is still a possibility 
that the military-led administration, by 
properly pensuading the existing legis¬ 
lators, may herald a new era of stability 
and reformism lottg overdue in Pakistan. 
The disgust with the te.stcd political 
leadership of Benazir Bhutto and Nawaz 
Sharif and massivcdcsire for accountability 
and good governance may help them usher 
a short but substantial reformism 
characterised by comstilutional mecha¬ 
nisms, economic egalitarianism and 
administrative decentralisation. 

Whereas the demands for accountability 
arc understandable they equally exhibit a 
short-term clement of vendetta since it 
may only zero in on ptrliticians absolving 
the bureaucrats and generals who, like 
their political counterparts, are suspect. 
Just witch-hunting the politicians will 
merely smack of opportunism and 
expediency unless the remit is wider both 
in terms of timeframe and its scope. 
Corruption, inefficiency and lack of 


accountability exist across the board in all 
the official cadres. While politicians may 
be rent-seeking; the generals have lost 
several battles ignominiously including 
the former East Pakistan, Siachin and so 
on and have never been held accountable. 
They dented politico-constitutional insti¬ 
tutions brazenly for decades; grabbed 
prime properties; held the entire nation to 
ransom with an undefined theocracy and 
arc re$pon.sible for tragedies like the Ojhri 
arms dump of 1988. It is always the 
politicians who have been made the 
scapegoats for such disasters. Pakistan’s 
military leaders muzzled civil liberties; 
were hand in glove with the maulvis and 
frequently left the poor innocent citizens 
to the wolves. It was always the ordinary, 
poor and helpless Pakistanis who were 
being lashed in the 1980$ whereas the 
powerful elements got away with murders, 
drug trafficking and other serious crimes. 
Not one of them, especially from within 
the armed forces, was ever taken to task 
for the crimes and dire tragedies that this 
poor nation had to bear. On the contrary, 
many of them, with their huge pensions 
and salaries, live easy churning nut 
memoirs of non-existent victoiics. 

Theoretical ly as well as technically, state 
~ hereby meaning the government - and 
nationhood are intricately linked with the 
.sovereignty rooted in the latter. Tlic .state 
is essentially meant to represent and guard 
the interests of the society in an equitable 
manner. If, on the contrary, .state and her 
components like the bureaucracy and 
politicians arc simply motivated by their 
own partisan interests then the institutions 
will decay, corruption will become the 
order of the day without any redress and 
nationhtHxl will simply evaporate to gi te 
way to personalist and sectional interests. 
The truly dcmtKratic regimes, despite their 
slowness and other problems, are the best 
in their ]x:rformancc because they balance 
statist unilateralism with societal pre¬ 
rogatives; protect civil liberties; promote 
politics of dissent and through negotiations 
neutrali.se run-away forces from within 
the body politic. In recent years, scholars 
have more vocally begun to prioritise civil 
societies over statist institutions so as to 
lessen centrali.sl and monopolist tend¬ 
encies, and also to broaden public parti¬ 
cipation in various politico-economic 
processes. That is why the idea of civil 
society is linktxl with .societal pre-eminence 
and even the privatisation of the economy 
is occasionally envisioned to deemphasise 
.statist inertia and centralism. 

In most cases around the world, states 
emerged following the birth of the nations 
themselves, with the latter delivering the 
statehood. In the cases of post-colonial 
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slates, state formation has preceded 
nationhood. Thus, the states, despite a 
generous usage of terms and emblems like 
nation stale, have either tried to perpetuate 
their own authority and interests or have 
pushed very exclusionary processes 
towards achieving nationhood. That is why, 
Pakistan, India, Nigeria, Algeria, Iraq and 
several other .so-called strong states are 
contrasted with the dilemma of weaker or 
even warring nations. In Pakistan, the 
dilemma is quite obvious as, over the 
decades, it is only the governmental 
institutions which have nouri.shcd in 
numbers and t'aciliiics whereas the society 
has languisht'd as a non-priority. If there 
ever Wits a national project it has suffered 
from a lack of recognition of plural lealitics. 
The societies in Pakistan have never been 
a pan of the nation-bui Iding process as the 
elite have never shown any n.ilional 
chaiaclcristics nor any piogrammes to 
empower the subalterns. 

In such a perspective, like the feiiilalisl 
politicians, the military commanders are 
essentially bureaucrats at tlie very hub ol 
this state system without any apparent 
interest or inheieiii attitude to empower 
society at large. I .ikeany other buicaucracy, 
they are supposed to be intrinsically status 
quoi.st with a total distaste for anything 
ladical or even reformist. If Pakistani 
generals augur healthy, diveise and 
dynamic changes in the larger interests of 
the populace they would lx; doing some¬ 
thing which has not been accomplished 
in this pool country since the demise of 
the Qiiaid. 

llistoncally. Paki.stan’s entire set-up is 
essentially colonial by origin as well as 
by choice. It is centralist, manipulative, 
averse to change and challenge and derides 
political processes. At the most, it likes 
to manipulate the political processes as 
mere a|)pcndages. Tlie clear preference is 
for administration instead of governance 
and the emphasis is on unity by vetoing 
diversity. The ide.d udmini.strator is a file 
pu.shcr(rather.Filcpilcrnow) who operates 
as the fomiidablc political agent on the 
frontier buying people oil to use them 
aguimst one another; dismissc.s people's 
traditional nonns, values and wisdom us 
anachronistic tribalism; and glows in the 
glory of hi.s power its a demigod. This 
politics of unquestionable 'mai bap' and 
the i inal arbiter of powers, funds and justice 
all in one as was the case with the deputy 
commissioner (called collector in other 
Indian provinces), was embedded in a 
politics of patronage dished out to the 
local intermediaries. The local landed elite 
were worth a few petty favours and could 
be bought without any ••ecourse to reason, 
morality or justice. The protection of this 


feudatory class by the administration 
operated at the expense of other vital 
institutions with no place or pity for 
urditmry people lacking influence or 
afllucncc. No wonder, both the officialdom 
and the feudals thrive in the Pakistani state 
structure. The army is cs.sentially a bureau¬ 
cratic set-up and over the years it bits used 
Pakistani landed elite to its advantage by 
doling out fiivours. Both Generals Ayub 
and Zia were quite adept in it. In the 
priwcss they made the entire political 
system a handmaid to this paternalism. 
The Icudals may ha\e Oxbridge degices 
hut their interests arc non-idcological, 
loealist and extremely reactionary. By 
giving them plots, development funds and 
other material imliieements General Zia 
was simply reinl'oreing the colonial 
tradition. The new miliiaiy set up may be 
tempted to follow suit seeking its support 
fi-om these regional inllueiitials. 

We live in an ajic where pluralism is a 
nudity. A trulydemixnilicsystcin succeeds 
by taking pluralism tihourd whcieas its 
authoritarian eoiinteipan seeks shortcuts 
ubhoiiing pluralist identities. 'The ilemo 
cratic ethos achieves national harmony by 
res)X'eling and co ojiiing pluralism while 
non-repi cscniative legimcs scoff at it and 
their coercive measuies, in the name ol 
monoethnic ii.itionalism, trigger violent 
reactions. The veiy composition of Paki¬ 
stan’s stale structure - including military 
and civil bureauciaey - is massively up|KT 
Indus Valley-centred which, despite good 
intentions, is not national per sc and is not 
helpful in achieving a national consensus. 
The lop-brass military and bureaucracy ilo 
operate as a class over and above eihno- 
seciarian di versii ies y ct at the middle class 
.iiid l( over levels it has gcnerateil a genuine 
grudge with serious portents. 

'Tlie political .system of every country 
seeks jlability and suslcnunce from its 
economic vigoiiraiulanydi.stonionssimply 
w'caken the political mores and nationtil 
ethos. Pakisuin’seconomy is heavily lilted 
towards defence and loan servicing with 
very little for development. If the army 
wants to genuinely improve the economic 
conditions in the -ountry, then it needs 
.serious rethinking. The country’s defence 
is a necessity but its prc.sent levels, 
expenditures and strategics are untenable. 
Pakistan needs (icacc from within and 
without. So far we have not won any war 
through any military venture and instead 
have invited more catastrophes. It is time 
to think in terms of neutralising our ad¬ 
versaries to ward off any aggression; break 
our regional and global isolation and to 
reevaluate our policies vis-a-vis India. 

India may be pushing Pakistan - like the 
US vis-a-vis the former Soviet Union - 
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into a blind alley and indiiccily wc may 
Ik' nuking the life ot Indian Muslims and 
other minorities in both the countries 
extremely vulnerable to majoritari.iii 
fascism. We have genuine interests in 
Kashmir and elsewhere but any balkan- 
isaiion of India; fragmentation of 
Arghani.slun, troubles in Smkiang oi other 
central republics will endanger 

Pakistan. Wc must have a regumal 
approacli to create .stability and .security. 
Our relationship vviib India merits a fiesh 
perspective and a coiitimicd single- laetor 
pill.suit is potentially daiigerinis for both 
the ei'tintries. The Indians owe a greaiei 
lesponsibility to the region ami it is also 
in their interest to let the ceonomies and 
political systems in the neighbouring 
countries grow positively so that all these 
plural scx'ietics liencfit from peace and 
prosperity. Aconliiuiously weak Pakistan 
is not in Indi.Ts favour the way a turini 
lent India means serious bad (imeii loi 
Pakisian and various minorities in (In' 
region. Dialogues on various i.ssucs must 
go on to achieve friendly ami coulial 
relations. With peace abroad wc will 
slrcngllicn peace within. An enduring 
peace may win Islamabad something, 
that the fiilnre generations will always 
cherish as it will release scarce icsources 
foi educaliii'ii. health and iiiral develop- 
mciii. 

'The systemic nudjise needs boldelforis 
ill empowering at the grass roots by gi\ ing 
economic and iMilitieal |M)weistoihe Uu-ally 
elected oflicials. Pakistan iiigcntly needs 
devohilion in the true sense ol tlie word. 
Several new provim cstbeiicrcallcd states) 
with more nutiiral and acceptable bound¬ 
aries, charm terised by ciccicti and account¬ 
able institutions, will provide a new leader¬ 
ship Iron) below since ju.sl changing a lew 
individuals m Islamabad or provincial 
capitals is not going to stem the rot. Wc 
need tree and iinleltercd civil society as 
institutions like prc.s.s, pidiciury and human 
lights groups are the .soul of a nation and 
must be protected and celebrated 'TIi 'yare 
the pilluis of hope., progiess and lalion 
ulity and as guardians of conscience have 
succeeded where oiheis have faded, We 
need our ulema to undersiaiHl a true \ ci m< hi 
of a humanist and tolerant religion like 
Islam. Any oiiifii in the inmc ol secl.iiiaii 
orc.Mra-i-cgiunal agendas miisi l.epiopeily 
taken to tusk. I•lln^l.lmell!.•!li .m is ilic gravest 
threat to our own Inin.nie values. 'The 
ordinary pcofile are leady for a war im 
illiteracy and violence and do not have 
lime or cncigies (o send their loved ones 
into Olliers' wars The leaders need to 
sireiiglhcii the people's confidence in 
themselves and in their country by giving 
ihcm a clean, efficient and secure system. 





PERSPECTIVES 


Ambedkar’s Contributions to 
Indian Economics 

S Ambirajan 

Ambedkar’s writings on monetary policy, public finance, public 
expenditure and landholdings reveal his keen interest in and wide 
ranging grasp of policy-oriented welfare issues. His approach to 
economics reflects his uncompromising modernist bent of mind, firmly 
rooted in the Judeo-Greek enlightenment tradition. 


1 am deeply touched by the honour 
bestowed upon me by the University of 
Madras to give the Aitibcdkar Memoriiil 
Lecture. I must at once state that I accepted 
this invitation only after considerable 
hesitation beeuu.se I am by no means an 
expert on Ambedkar’s life, politics, legal 
and social writings, ns well as his brilliant, 
if chequered, carcer. However 1 have had 
.some acquaintance with his writings in 
economics, and it is my intention to 
highlight afew aspects of his contributions 
to the study of Indian economics. Before 
I prcK'ced, I wish to rctnark on one aspect 
of Amhedkar’s present status with which 
mail) of you may nut agree. I am somewhat 
distressed to see tliat he is portrayed as a 
leadcrot the 'dalit' coinmuiiity and nothing 
else. Partly it is the fault of the Indian 
(x^litieal leadership in the post-inde|KMKlcnt 
era. It succeeded in itseffurt to marginalise 
him (loliticall). But equally it is the fault 
of the community itself for having 
projected him exclusively as its own leader. 
This led to the repercussion of other much 
inferior people pro|>elled as leaders of 
other communities, anil the result was that 
Ambedkar got ct|uated on a politico- 
intellectual plane with regional pygmies 
devoid of any signilicant national presence. 
It is nty conviction that in reality we have 
hud only two major personalities whocould 
be considered the founding fathers of 
modcni India. Vallubhhhai Patel unified 
and organised whatever bits and pieces 
left of a brutally partitioned geographical 
entity into a nation state. Ambedkar 
provided the cementing framework in the 
form of a f'onstiiotion that gave the new ly 
born state a measure of feasibility and 
stability. All the remaining leaders were 
mere bit-players in this great story of the 
building of our sovereign democratic 
lepnblic. 1 may be wrong, but there is 
enough ground for suspicion that the 
pre.scni Indian political class which seeks 


to honour Ambedkar by awarding 
posthumous titles, instituting fellowships 
and other memorials, is doing all this, nut 
for genuinely honouring the departed 
leader but with the very utilitarian-selfish 
motive of securing the votes of tho.se in 
whom he tried to instill a sense of .self- 
respect. I must also make another 
melancholy rellcction that in these days 
when the minority communities are 
claiming affinity with dalits - no doubt 
with the intention of strengthening their 
electoral clout - it would be worthwhile 
to remember that they treated dalits as no 
better than the caste Hindus. Ambedkar 
wrote of his exix;riences: Although on 
conversion lo Christianity, the husband 
had become liberal in thought “the wife 
had remained orthodox in her ways and 
would not have consented to harbour an 
untouchable in her hou.se...1 learnt that a 
person who is an untouchable to a Hindu 
is al.so an untouchable to a Par.si...a person 
who is an untouchable to a Hindu is al.so 
an imtouchable to a Mohammedan” (XII, 
677,678,685). 'fhcrc must be something 
in the Indian soil and ethos that despite 
theloftv idealsofall religions, in the .social 
and human sphere, much barbarism 
prevails. 

While Ambedkar achieved great things 
in life, c.specially in the national-political 
arena, it is a inattct of regiet that he did 
not pursue economics which w as his main 
interest during his early career. Ambedkar 
was among the first set of Indians who 
were trained in economics systematically 
and practi: ;d it professionally. India has 
had a hoary tridition of ccononpic studies 
in ancient times as cla.s.sicslike/trr/iri.vayrrn, 
Siiknwiii. and Tirukkural will attest. 
However the study of economics untainted 
by these texts and receiving its inspiration 
from the largely western (Judeo-Grccian- 
erdightenment) tradition foi analytic study 
began in the middle of the I9th century. 


Those who studied economics and wrote 
economic treatises were not strictly 
speaking professional economists. They 
used economics as a political tool. Thus 
the distinct contributions of Dadabhai 
Naoroji, Mahadev Govinda Ranade, G V 
Joshi and numerous otherthinker-acti vists 
remain polemical writings notwithstanding 
.solid and substantial analytical content. 
With the 20th century dawning, and 
universities coming to be established, a 
professional academic economic com¬ 
munity began to evolve. A number of 
Indians went abroad during the first quarter 
of this century to get advanced training 
in the di.scipline of economics to become 
professional economists, and they set the 
tone of economics studies in India until 
the l%()s. In this fiist group of foreign 
trained professional economists we can 
name C N Vakil, P N Banerjca, Jehangir 
Coyajee, Cyan Chand, D R Gudgil, P S 
Lokanathan, J P Niyogi, P J Thomas, 
P P Pillai, John Mathai, Radhakamal 
Mukherjea to name a few. Ambedkar 
belonged to this group to receive education 
abroad under some of the most eminent 
economists of the time, but unfortunately 
he left the pursuit of academic professional 
economics very .soon after coming to India 
having served fora brief periixl as professor 
of ]K)litical economy at the Sydenham 
College of Commerce, Bombay. Our main 
interest today is to examine his solid 
contributions to the subject before he left 
the disci pline and also see whether anyth ing 
of the deep understanding of ccononucs 
he had acquired during the early years, 
surfaced later. 

I 

The first thing that strikes us is that 
Ambedkar had studied under the furemo.st 
authorities of the time both at the Columbia 
University in the US and at the University 
of London. He came under the infiuence 
of the outstanding American philosopher 
of the time, John Dewey who was among 
Ambedkar’s teachers at the Columbia 
University. Dewey had forsaken the then 
dominant Hegelian theory of ideas, and 
formulated an instrumentalist theory of 
knowledge, which conceived ideas as 
instruments to solve social problems. 
Ambedkar internalised Dewey’s message, 
which considered philosophy, in its 
essentials, as criticism involving re¬ 
construction. He could also have been 
influenced by one of the leading anthro¬ 
pologists of the US, A A Goldenweiser 
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in whose seminar, Ambedkar was 
encouraged to present a paper on castes 
in India which was later published in the 
Indian Antiquary (May 1917). What was 
most fortuitous was Ambedkar’s teacher 
of public Hnance, Edwin R A Seligman 
who was then the McVickar professor of 
political economy at Columbia, and firmly 
placed among the most outstanding 
students of public finance and history of 
economic thought at that time. You will 
know that he edited the monumental En¬ 
cyclopaedia of Social Sciences published 
in the 1930s. Subsequently, when 
Ambedkar went to London, his teacher 
was an equally eminent economist, Edwin 
Cannan who was also an acknowledged 
authority on the history of economic 
thought. It is worth remembering that 
Cannan's edition of Adam Smith’s Wealth 
of Nations was the most used edition until 
very recently when the Glasgow edition 
replaced it. 

Ambedkar’s major writings are easily 
listed because after the late 1920s, he 
seems to have written almost nothing, 
though he has made some extremely 
insightful comments here and there one 
of which I shall elaborate at the end. The 
major economics publications are The 
Problem of the Rupee: Its Origin and Its 
Solution (P S King and Son Ltd, London 
1923), and The Evolution of Provincial 
Finance in British India - A Study in the 
Provincial Decentralisation of Imperial 
Finance (P S King and Son Ltd, London 
192.S). There is one significant academic 
paper he wrote in 1918, ‘Small Holdings 
in India and Their Remedies’ in Journal 
of the Indian Economic Society, Vol 1, 
1918. Besides these, there is his un¬ 
published MA thesis. Administration and 
Finance of the East India Company 
(Columbia University, 1915). Apart from 
these academic economic writings, there 
are his Memoranda and evidence given to 
various government commissions, 
speeches in the different legislative bodies, 
and book reviews which all have some 
economic content. All of these have been 
brought together by the government of 
Maharashtra in a muUi-volumed com¬ 
plete edition. Dr Babasaheb Ambedkar: 
Writings and Speeches. It is a matter of 
some regret that while much devotion and 
dedication has gone into the production 
of this edition, adequate attention to 
proper editing and scholarly annotating 
has not been tendered. 

Earlierl remarked thatit was unfortunate 
for the economics profession that 
Ambedkar decided to “changeover from 
economics to law and politics’’ as he 


remarked in the preface of the Indian 
edition of The Problem of the Rupee in 
1947. It would appear that even at that 
stage, he hoped tocome back to the .subject 
by bringing the financial history from 1923 
onwards in a second volume, and wrote 
“I can give them (readers) an assurance 
that they will not have to wait long for 
volume two. I am determined to bring it 
out with the least possible delay’* (VI, 
p 323). But alas! within two months of 
writing this, India became free, and 
Ambedkar was caught once more in the 
world of law and politics, and he could 
not keep this promise. 

II 

I shall now examine four broad themes 
that Ambedkar concerned himself in his 
professional writings. Firstly, the policies 
examined by Ambedkar in his The Problem 
of the Rupee mainly, and elsewhere, deal 
with monetary standards as they had 
evolved during the previous few decades. 
The basic Indian currency unit, the rupee, 
has had a long history. Until 1893, it was 
based on a silver standard which means 
that the Indian rupee was based on the 
valucofihesilvercontentinit. From 1841 
onwards gold coins also became legal 
tender at one mohur as equal to IS silver 
rupees. Owing to va.st gold discoveries in 
Australia and U.S, gold value fell, and 
from 1853 onwards gold coins ceased to 
be legal tender, lliough many suggestions 
were made to introduce gold coinage 
especially after 1872, these were not heeded 
despite from 1873 onwards, due to enor¬ 
mous silver discoveries, the price of silver 
fell and hence the price of rupee slipped 
in terms of gold. From 1872 to 1893, this 
acted as a continued devaluation of the 
Indian currency which while was good 
for Indian exports, was not good for the 
Indian economy, it had to produce more 
rupees to remit expenses undertaken in 
England by India which were in sterling 
(i e, gold) terms. In 1893, the government 
stopped coining silver rupees though 
agreed to coin rupees in exchange of gold 
at a ratio of one pound four pence per 
rupee. It became managed currency with 
the government reserving the right to 
coin rupees whenever it was found 
necessary. The idea was to introduce 
eventually a gold standard with gold 
currency replacing the existing (managed) 
silver standard. In 1899, at the suggestion 
of the currency committee headed by 
H H Fowler, Indian mints were thrown 
open to issue gold coins. Gold was sought 
to be used widely, but it al.so recommended 
the silver rupee to remain unlimited legal 


tender. This was mistaken because under 
gold currency, rupee should have been 
token coin. From now on, many events 
took place till the gold exchange standard 
came to be established in 1906. According 
to this .system, silver rupee was guaranteed 
convertibility into .sterling pounds (ba.scd 
on gold value) at a fixed price, and make 
it available without any limit. The ac¬ 
cumulated gold in India, instead of 
supporting a gold standard with gold 
currency in India, was kept in London to 
maintain the stability of the rate of 
exchange. However the system broke down 
in 1916 with the enormous ri.se in the value 
of the silver. Silver rupee more or less 
ceased to he merely token, and the system 
effectively became silver standard. 
Ambedkar's writings took all this and 
argued .stridently for a proper gold standard 
with gold currency as he was highly critical 
of the gold exchange standard though the 
latter received powerful theoretical support 
from all the then leading authorities 
including John Maynard Keynes. 
Ambedkar's main thrust was to criticise 
the “reckless i.ssuc of nipce currency” made 
possible by the gold exchange standard. 

I Ic highi ighted the perversity of the .system 
because gold reserves which were 
supposed to guard a run on the currency, 
depend actually upon adding to the 
cuiTcncy stiKk. In general by removing the 
automaticity of the currency supply within 
the country, this system ve,sts the govern¬ 
ment enormous powei to bloat the money 
supply. The excessive importance given 
to maintain the stability of cxchiuigc as 
again.st internal stability of the value of 
currency was not a proper ptilicy for India, 
he contended. Neither was Ambedkar a 
votary of deliberate lowering of the 
exchange rate whether planned or un¬ 
planned. Low exchange rate incrca.sc.s 
exports and boosts internal prices, lliis 
benefits the trading classes at the expense 
of the poorer people at home. 

In a gold exchange standard, the coinage 
is manipulated by the government to keep 
it at par with the value of gold. .Ambedkar 
asked: Was the job of currency manage¬ 
ment only important for the amount of 
gold it will procure in thccxternal market? 
Obviously not, because “what really 
concerns those who u.sc money is not how 
much gold that money is worth, but how 
much of things in general (of which gold 
is an infinitesimal part) that money is 
worth. Rvery where, therefore, the attempt 
is to keep money stable in terms of com¬ 
modities in general, and that is but proper, 
for what ministers to the welfare of people 
is not so much the precious metals as 
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coinmiuliiifs anil services of more direct 
utility” (VI, p .563) Ambedkar's commit¬ 
ment was internal stability, and he was 
convinced that only an automatic system 
based on gold standard with gold currency 
could achieve this desirable end. Like evciy 
economist of his generation, he was a 
believer in the quantity theory of money 
and was afraid that governments will tend 
toariiriciallyincrca.se money incirculation. 
In his memorandum given to the Hilton 
Young Commission m 1925 he pointed 
out: "a managed currency is to be altc%ethcr 
avoided when the management is to he in 
the hands of the government”. While there 
is less I isk with monetaiy management by 
a private bank because “the penalty for 
imprudent i.ssuc, or mismanagement is 
visited by disaster directly upon the 
property of the issuer”. In the case of the 
government “the chance of mismanage¬ 
ment i s greater” because the issue i if money 
“is authorised and conducted by men who 
aic never under any present responsibility 
for private loss in case of bad judgment 
or mismanagement” (VI, p 627). In short, 
.Ambedkar's conclusion is clearly towards 
price stability through conservative and 
automatic monetary management. I'his is 
ol such current relevance that in these days 
of burgeoning budget deficits and their 
aulomatic monetisation, it would appear 
that we could do with an effecti ve restraint 
on liquidity creation through an automatic 
mechanisin. 

The second theme that Ambedkar 
discussed in his academic publication 
The Kvohitum oj Provincial Fiiuiiuc in 
British India tl925) relates to public 
finances. Ambedkar draws his main 
conclusions from lii.s study of the Indian 
system which are probably even more 
relevant now than ii was at the time he 
wrote. What arrangements can be made 
in a public fiscal system that will enable 
it to lx: "adiii.nistratively workable”'.' The 
main objective according to him was: “To 
make admiiiistiaitve politics independent 
by icquiring them to finance themselves 
cntirelv out of their own icspective 
rcsourcc.s without having to depend upon 
one another must always be regarded a.s 
a very impcirtant end to be kept in view 
in devising a new financial aiTangcmenl”. 
This is not always possible because ot 
"several concurrent or overlapping ta.\ 
jurisdiction”. The two methods to solve 
the problem, i c, ‘system of divided heads’ 
and *contributions’ both have advantages 
and disadvantages. 

Ambedkar looked at some of the con¬ 
sequences of the Montague-Chelmsford 
refonns m provinci.tl finances. What he 


cites from the despatch of the secretary of 
state could have been written now: “If the 
financial .stability of the Provinces is not 
to be undermined, with ultimate Jeopardy 
to the Government of India itself, it is 
impossible tocontemplatc the continuance 
of a .series of Provincial deficits financed 
by borrowing either direct from the public 
or from the Central Government". The 
similarity does not end. The provinces 
proposed an increase in their resources by 
revising the financial ariangements 
enunciated in the Act. What the secretary 
of state said in 1922, might have been said 
by Yashwant Sinha today: “F.quilihrium 
can only be achieved by reduciion of 
expenditure and the adoption ol measures 
which will lead to an increase in revenue”. 
Ambedkar of course is .scathing towards 
what he calls the “very unreasonable 
attitude” of the provinces, and points out 
how they have all failed their duly. Years 
later in 1939, he was to remark that 
“patriotism vanishes when you touch a 
man’s pocket and I am sure that the Slates 
reprcsciUativcs will prefer their own 
financial interest to the necessities of a 
common front” (I, p 347). lie .squarely 
blames the governments foi lacking 
political will to achieve efficient and 
equitable economic administration: 
“National prosperity may be great and 
growing and t!ie increase of national w'eal th 
may be proceeding unchecked. If under 
such circumstances enough revenue is not 
obtained the fault does not lie with the 
MX'ial income. Kathcr it is a fault of the 
government which must be said to have 
failed to organise and marshal the national 
rc.sourccs foi fiscal purposes. The same is 
to some extent tiue of the Indian 
government As for the btise of taxation. 
.Amlicdkar considered income from land 
.IS the most likely source to augment state 
revenue, but he was vehemently oppo.sed 
to the “pernicious effect of the system 
which ba.si'.s the ta.x on a unit land held” 
(VI. 30210. Ambedkar knew the problem 
clearly of tax proposals. Under the diarchy, 
when the government is run by a ministry 
recruited from the elected members of the 
provincial legislature, it would be futile 
to expect tax increases. More generally he 
said that if “nomination was the general 
nuKleof obtaining a scat in the Legislature”, 
it was not necc.s.s.iry to “mind the prejudices 
of the electors”. If however, the “seat is 
in the gift of the elector a candidate to the 
Legislature who propo.scs to touch his 
pocket has a small chance of success, even 
though the new taxes arc to result in more 
than proportionate bentfil”. In any case 
a political party which “has won power 


from a bureaucracy by accusing it of heavy 
taxation cannot easily disgrace itself by 
continuing the same policy”. But can they 
reduce public expenditure by enforcing 
administrative economics’.’ Not likely 
becau.se under diarchy, the governor in 
council wilt not allow retrenchment as he 
has no particular interest in effecting 
economics in public expenditure. The 
result was that “the chances of an early 
equilibrium in Provincial finance are very 
small”. One wonders whether Ambedkar 
was talking of slate finances in India in 
1999? 

Ambedkar’s criticism of diarchy has a 
modem ring to it. Again in Ambedkar’s 
words: "if there is no sound finance in the 
Provinces it is because diarchy is not a 
good form of government. Now, why is 
diarchy not a good form of government 
apart from its basic undemocratic 
characier'.’Thc answ'cr... is very simple....it 
is opposed to ihc principle of collective 
responsibility”. If an administration has to 
work smoothly, “it mu.st recognise the 
principle of inqianibility of governmental 
work and a collective responsibility of the 
administrators in the execution thereof’. 
It IS not easily understood that government 
work by nature is invisible because in 
practice “the functions of government can 
be and commonly arc partitioned, as they 
are between local bodies and between 
departments” (VI, p 303). This does not 
mean that there is no “common thread that 
runs through them all: that no function of 
government acts in vacuo-, that each reacts 
on some other function, and that the various 
functions cannot act at all produce orderly 
progress unless there is some force to 
liamionise them”. Collective responsibility 
IS this harmonising force. The conclusion 
is unmistakable: “Hybrid executives, 
divided responsibility, division of 
functions, rc.seiX'ation of powers, cannot 
make for a good system of government, 
and where there is no good system of 
government, there can be little hope for 
a sound system of finance” (VI, p 307). 
There is some discussion on public ex¬ 
penditure. The main point he makes is that 
an alien government cannot be expected 
to use the funds it has to the betterment 
of the people. As he made it clear: “i£lhe 
fixecuti ve in I ndia did not do certain things 
most conducive to progress it was because 
by reason of its being impersonal and al.so 
by rea.sun of its character, motives and 
interests it could not sympathise with the 
living forces operating in the Indian 
Society, was nut charged with its wants, 
its pains, its cravings and its desires, was 
inimical to its aspirations, did not advance 
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education, disfavoured Swadeshi or 
snapped at anything that smacked of 
nationalism, it was because all these things 
went against its grain”. In other words, the 
government “not being of the people could 
not feel the pulse of the people". One 
would havccxpected that Ambedkar would 
have given detailed treatment to problems 
of taxation and expenditure having been 
a student of Seligman, but as his concerns 
were different, he did not give much 
importance. But his interest surfaced on 
these issues when dealing with the Indian 
Constitution almost at the fag end of his 
professional career. 

This leads me to the third theme of 
Ambedkarian economics. One has licaol 
of the famous canons of taxation 
enunciated by Adam Smith more than 
2(K)*years ago, but has there been any 
similar canons regarding public ex|)cn- 
diture? Nothing so pithy and pointed came 
my way in my not necessarily exhaustive 
studies of public nnance literature until 
I happened to notice recently such canons 
in a most unlikely place. B R Ambcdkai 
while discussing the runctions of the 
C’omptroller and Auditor General said in 
1949dunngtheframingof(>urronstitution 
that governments should spend the 
rc.sources garnered from the public not 
only as per rules, laws and regulations, but 
also to see that “faithfulness, wisdom ami 
economy” have gone into the acts of 
expenditure by public authorities. Firstly, 
the quc.stion of faithfulness. Faith in this 
context as defined by the dictionary is 
“duly or commitment to fulfil a trust, 
promise...” A main rea.son fortheexistence 
of public finance is that human beings 
living in society require certain things like 
roads, law and order, etc. that cannot be 
enjoyed exclusively. As the co.sts and 
bcncfils of such items cannot be inter¬ 
nalised, they will not be supplied through 
the free market mechanism. Governments 
exist to provide these common require¬ 
ments. Citizens in democratic forms of 
government are promised by thcii repre¬ 
sentatives to improve their welfare by 
judicious prevision of such public goods 
and services, and they place their trust in 
the government by delegating authority to 
take tttxation and expenditure decisions. 
How the individual acts of public siiending 
results in the augmentation of social welfare 
may not always be obvious becau.se of 
spillovercffects and longgestation pcritxls. 
When the citizens arc thus not in a position 
to comprehend clearly the consequences 
of government action, it is so ea.sy to 
mislead them by false claims. Hence it 
becomes all the more neccs.sary for the 


government to be faithful to tlie original 
intentions. For example, if a certain sum 
is allotted to a centre for higher education 
to improve its facilities without sjvci fying 
the item of expenditure, a more faithful 
way of spending would be on libraries, 
laboratories and other items of teaching 
and research rather than on frivolous things 
such as statues of past professors or air 
conditioned limousine for its vice 
chancellor. The fidelity to the original 
intention must be tempered by ‘wi.sdom’. 
For example, the «>riginal intention of the 
policy may ho to spread appropriate 
information through expenditure cm the 
activities of the D'WP or information 
departments. But such a policy when 
executed may be faithful to the intentions 
but may not be wise. In other woids, 
cx)X'nditure should li an.scend the personal, 
the ephemeral and the showy, but must be 
done with circumspection and under¬ 
standing of the deeper issues involvetl. ’ 
While sag.icit). piudcnce and common 
sense are the hallmarks of a just and W'isc 
ruler, he should also possess cx|icricncc 
and knowledge that can lx; applied cril ieall V 
and practically in specific areas. In the 
context of a just utilisation of public funds, 
economic wisdom becomes a paiainouni 
necessity. Hut mere apparent faithfulness 
to the original intentions and wisdom ate 
not suffieieni m themselves for public 
expenditure to achieve srx’ial wcIMx-ing 
Theiinporianceofihethiixl canon of public 
expenditure takes u special meaning here. 
‘Fconomy' in public expenditure docs not 
simply mean a low level of public spending, 
but it is the intelligent use of funds .so that 
every paisc fetehes the most benefit. Those 
in charge of public funds must strive to 
evaluate alternative methtxls of achieving 
the objectives and see to it that leakages 
do not oceui. The remarkable thing about 
Ambedkar’s canons is that they arc isn.- 
nculral. One can follow a policy of a large 
or a small public sector and yet the 
principles behind these canons are 
applicable. The canons arc sufficiently 
flexible .so that expenditure decisions can 
lx: related to the state of the economy. For 
example, what may be economic wi.sdom 
in undertaking a particular item of ex¬ 
penditure in one country may be economic 
.stupidity at othei times and other places. 
The canons emphasise that the cxiicndituiv 
dccisirns should closely relate to the 
specified objectives and the available 
resources besides ensuring economy, 
efficiency and effectiveness in the imple¬ 
mentation of government decisions. While 
the determination of the aggregate level 
of expenditure is a matter of overall polity 


based on the democmiic will of the people, 
allocution of (hat total anumg competing 
demands and the manner of utilisation full 
within the domain of thc.se canons. 
Following the canons scrupulously in 
individual items of expenditure cannot 
always eliminate problents arising mit of 
the broader ceoiutmic policy puisueil by 
the govorninent. But they can mitigate the 
harmful effects of ill-eoiisideretl ixilicies 
ofourgovemmoins. In the present eohiexl 
of high fiscal deficits, a rigorous application 
of iht Ambedkar canons can help reduce 
the quantum of public expcndiluie 
The last theme I wish to diseu.ss relates 
to his ideas on agrarian economy. In his 
paper 'Small holdings in India and their 
remedies’ (1,4.S.'^ff) published in 191S, he 
takes on a problem that is still hauiiting 
Indian agrarian sysiem. At iliat lime. Riitish 
udininistraiurs and academics in Inilia w'ho 
were uscti to their own ct'uiitiy w'here 
large agricultural land holdings was-ilie 
norm, wereappallcil at the low prtxluci i vie 
of fiidiaii land. This they a.scribed to ili.. 
miiuiscule size of (he farai land culiivaied 
by Indian iKusants. A number of sug 
geslions emanated from sympathetic 
observers like. H S Jevons of Altubabad 
University, Harold .Mannand Ci I-Keatmge 
of Bombliy, and the committee appointed 
to make pioposals on the consolidation of 
small and scattered holdings in tlic Banxia 
State (1917). They all proposed to con¬ 
solidate and/or enlarge the holdings in the’ 
hands of individual fanners through 
interesting administrative measures. 
Ambedkar made a critical cxaininalion of 
the above, and in the prexess aimed at 
some very advanced conclusions. To begin 
with, he struck at the very root of the 
proposals by arguing thul there can lx* no 
such thing as a correct si/.e of agriciillural 
holding. As he argued, land is only one 
of the many factors of production and the 
productivity of one factor ol pnxluclion 
isdeix'ndcni uptm the proportion in which 
(he other factors of production arc 
combined. In his words: “the chief object 
of an efficient production coiisisis in 
making every factor in the concern 
contribute its highest; and ii can do that 
only when it can co-operaie wiili its fellow 
of the required capaeiiy. 1 hiis, there is an 
itieal of proportions that ouglit to subsist 
among the various factors combined, 
(hough the ideal will vary with the changes 
in proportions". From this he proceeds to 
say thai if agriculture “is to be treated as 
an economic enterprise, then, by it.scif, 
there could be no such thing as a large or 
small holding”. If this is so. what is the 
pioblem'.' Certainly it is not due to a want 
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of efficiency in utilising whatever the 
peasant has. Ambedkarcites with approval 
an English civil .servant; “The ryots have 
a keen eye to the results of a good system 
of farming as exhibited on model farms'*. 
Ambedkar's answer rests on the in¬ 
adequacy of other factors of production. 
The insufficiency of capital which is 
needed for acquiring “agricultural stock 
and implements” arises from savings. But 
as Ambcdkar remarks “that saving is 
po.s.sible where there is surplus is a com¬ 
mon place of political economy”. Even 
this is a surface rca.son, the ultimate cause 
being “the parent evil of the mal-adjustment 
in her social economy”. This is partly 
defined as the non-availability of sufficient 
land in India togiveherprosperity through 
the means of agriculture alone. There is 
almost a prophetic statement made by him 
lung before modern theorists of 
development systematised notions of 
disguised unemployment or under¬ 
employment: “A large agricultural 
population with the lowest proportion of 
land in actual cultivation means that a 
large part of the agricultural population is 
superfluous and idle.” Even if the lands 
are consolidated and enlarged and 
cultivated through capitalistic enterprise, 
it will not solve the problem as it will only 
aggravate “the evils by adding to our stock 
of idle labour”. The only way out of this 
impa.sse is to take people away from land. 
This will automatically “lessen and destroy 
the premium that at present weighs heavily 
on land in India” and large “economic 
holding will force itself upon us as a pure 
gain”. He concludes that “Industrialisation 
of India is the soundest remedy for the 
agricultural problems of India". This can 
generate adequate suiplus that will also 
eventually benefit the agricultural sector. 
Indeed a shift from primary industry to 
.secondary indu.stry is vital and it must be 
attempted seriously to prevent the present 
enlargement of the rural population that 
was being witnessed and remedies based 
on what he calls “faulty political economy” 
were being advocated. 

Ill 

What can we conclude from this brief 
foray into the various economic themes 
with which Ambedkar was concerned? To 
begin, his main purpose in the pursuit of 
the discipline was normative. In other 
words, he hoped that his study of economics 
will lead to useful policy conclusions. 
Thus policy oriented welfare issues 
interested him more than studying the 
technical aspects of the discipline to 
demonstrate economic theorems. This 


however does not mean that he did not 
show any regatd for theoretical conclusions 
derived by others. Indeed it is significant 
that his knowledge of economic theory 
was amazingly up-to-date. Not only was 
his reading of contemporary economic 
literature wide and deep, he applied 
whatever that was in the cutting edge of 
the discipline to concrete situations, very 
imaginatively. Ju.st to give an example, in 
a paper he wrote in 1918, he refers to the 
contributions that appeared in the American 
Economic Review issued a feW months 
earlier. Another example of his penchant 
for using received economic theory to 
critically examine arguments is in an 
obscure review written in 1918 of Bertrand 
Russell's book Principles of Social 
Reconsiruction. Ambedkar takes him on 
the question of the ‘Love of money* leading 
to human beings to “mutilate their own 
nature from a mistaken theory of what 
constitutes success” with the con.sequence 
of promoting a dead uniformity of 
“character and purpose, a diminution in 
the joy of life, and a stress and strain which 
leaves whole communities weary, 
discouraged and disillusioned". Ambedkar 
tears into this argument of the ‘moralists’ 
against ‘love of money* showing that this 
philosophy is connected to a particular 
economic circumstances, and not of 
universal validity. In any case, money is 
required for .something, and it is the purpo.se 
for which money is loved “will endow it 
with credit or cover it with shame” (1, 
483f0. He brings the heavy artillery of 
neo-classical theory of marginal utility 
developed by as he says “Cournot, Gossen, 
Walras, Monger and Jevons” to counter 
Russell's position that it is all due to 
individual preference, and that people will 
give up things as soon as they have too 
much of anything. His books and papers 
are full of appropriate citations irom the 
great contemporary economists, Irving 


Fisher, Alfred Marshall, Richard Ely, 
Alfred Kemmerer, Allyn Young, and John 
Maynard Keynes to name a few. 

Ambedkar was not content with the 
current coipus of thought because he had 
a tremendous historical sense because he 
was fully aware that present situations 
wear the scars of the past. In almost all 
his academic worics, he employed the 
historical method. Whetheritisthecurrency 
conundrums or public finance, Ambedkar 
digs deep in the bowels of history to 
understand the significance the events he 
was currently analysing. It was analytical 
rather than the dialectical method he used 
though occasionally one does find a 
dialectical approach in his writings. Thus 
dealing with the need for legal .solutions 
to social problems, he said; “Society is 
always conservative. It does not change 
unless it is compelled to and that too very 
slowly. Whenchange begins, there is always 
a struggle between the old and the new, 
and the new is always in danger of being 
eliminated in the struggle for survival 
unless itissupported”(Xll,p 115). However 
dialectics as a method of approaching any 
.subject is absent in Ambedkar's work. 

In many areas of Indian economic 
history, he was truly a pioneer and he faced 
all the problems that a pioneer faces as 
he pointed out in the preface of his The 
Evolution of Provincial Finance. Like Karl 
Marx some decades earlier, Ambedkar too 
ptired over voluminous government reports 
and blue books to arrive at firm conclusions. 
Arising from his conscious use of history, 
was his use of statistical data. Not¬ 
withstanding the various lacunae of the 
official data, he skillfully marshalled the 
available data and used whatever statistical 
techniques that were available at that time. 
The value of his conclusions are substantial 
precisely because his analysis was based 
on sound empirical and historical foun¬ 
dations. 
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Thanks to Ambedkar’s study under 
Cannan and Seligman, he was deeply read 
in the history of economic thought which 
came in most useful in all his writing. 
Apart from that he was widely read in 
history, jurisprudence, literature and 
classics. All this shows in the remarkable 
clarity and style one .sees in his books, 
papers, speeches and so on. 

One cannot but marvel at the amount 
of writing he had accomplished and tliat 
too in pioneer areas and difficult subjects. 
And aj| these before he had crossed his 
30 years. The range too is remarkable, 
from a disquisition on ancient Indian 
commerce to the current problems faced 
by the Indian rural population. In all his 
academic writings - as indeed in his later 
political life - he was never overawed by 
authority. If something warranted criticism, 
he did not hesitate to voice his opinion 
even if it meant going against the must 
acclaimed author of the age or his own 
teacher as in the case of Edwin Cannan. 
The criticism was always based on sound 
judgment, and never used in a spirit of 
bellicosity. 

Ambedkar firmly belonged to the Judeo- 
Grcek-enlightcnmcnt tradition and was an 
uncompromising modernist. This shows 
in his approach to economics, politics, 
law, society and everything else including 
the matter of sartorial habits. He himself 
wasalways impeccably dres.scd in western 
clothes, and chastised Mahatma Gandhi 
for going to the Round Table Conference 
in London to di.scuss political settlement 
“as though he was going to a Vaishnava 
.shrine singing Narsi Mehta’s Songs” (I, 
p 351). His preference for a mcxlcmist 
approach comes most clearly when he 
compared Ranade and Gandhi: “In the age 
of Ranade the leaders struggled to 
modernise India. In the age of Gandhi the 
leaders are making her a living specimen 
of antiquity. In the age of Ranade leaders 
depended upon experience as a corrective 
method of their thought and their deeds. 
The leaders of the present age depend 
upon their inner voice as their guide. Not 
only is there a difference in their mental 
make up, there is a difference even in their 
viewpoint regarding external appearance. 
The leaders of the old age took care to be 
well clad while the leaders of the present 
age take pride in being half-clad” (I, p 352). 
But more importantly he believed in 
material progress, constitutional approach 
to solving problems, rule of law, right to 
property, civil liberties, democracy based 
on the liberty, equality and fraternity 
principles enunciated by the French 
Revolution. His extensive critique of the 


caste system is also based on enlightenment 
principles of economic efficiency through 
private initiative, individual liberties and 
human equality. 

It is possible to construe from his later 
~ especially in the 1940s - that he moved 
away from the suict mainstream economic 
theoretical position. It is no doubt true that 
he moved towards an economy based on 
state .socialism where he propo.scd “state 
ownership in agriculture with a collec¬ 
tivised method of cultivation”, state 
ownership of industry, nationalisation of 
insurance and so on. It was probably more 
due to functional rea.sons than any 
fundamental change in his enlightenment 
economic ideology, because he felt that 
private sector had not achieved growth 
and his rational mind told him that we 
should “pul an obligation on the stale to 
plan the economic life of the people on 
lines which would lead to highest point 
of productivity without closing every 
avenue to private enterprise, and also 
provide for (he equitable distribution of 
wealth” (I, p408). We must recollect that 
Ambedkar placed much value on demo¬ 
cracy and individual liberty which he 
thought could lie pre.served by judicious 
state action. In a .sen.se this conforms to 
the classic Smithian position. The causal 
chain that Adam Smith envisaged was that 
economic and social frecdom/equality will 
propel the society towards political 
cquality/frcedoni. .And this is long lasting 
than the other way round where first you 
get political freedom and strive to achieve 
economic and social equality/frccdom. In 
almo.st all his writings, Ambedkar while 
fighting for political emancipation, does 
not forget the need fur social and economic 
reforms. Again it was Ambedkar's strong 
belief in the primacy of rationally directed 
social and economic development that he 
advocated centralisation of cconomic 
acti vitics. Whether it is his signal achieve¬ 
ments in formulating a coherent national 
water policy (done during his membership 
of Viceroy’s Coiinci11942-1946 ) as elalai - 
rated in a recent book Aml>edkar's Role 
in Economic Planning and Water Policy 
by Sukhadeu Thorat, or his helping to 
give a unitary bias to the Indian Con¬ 
stitution, Ambedkar's anxiety was to 
promote economic and social development 
of the Indian nation as quickly as pos.sible. 
Indian Constitution is more unitary than 
federal which in a sense is a reflection 
of Ambedkar’s long standing bias as he 
said in 1939 at the Gokhale School of 
Politics while delivering Kale Memoriul 
Lecture: “I am not opposed to a Federal 
Fonn of Government. I confess 1 have a 


partiality for a Unitary form of 
Government. I think India needs it" 
(1. p 353). 

Tbis is not a place to involve myself in 
aconuoversy especially about Ambulkar's 
writings after 1925. But frequently mention 
is made about Buddhism and Marx while 
discussing Ambedkar’s ideas. Obviously 
he was appreciative of the humanitarian 
and anti-exploitative .sentiments that arc 
in Buddhist and Marxian thought, but there 
is no evidence of them in his academic 
works. Even in later years when he did 
study Buddhism deeply in order to eon veil 
to that religion, his reading of Buddhist 
economics is at variance with (hat of others 
especially Schumacher, who in his Small 
/v lieautiful writes a substantial essay on 
Buddhist economics. Tlicre is more in 
common with the aiiti-nuKlcrnisi Mahai ma 
Gandhi rather than with the nuxlcriiist 
Ambedkar. 

'I’he four themes from (he early writings 
of Ambedkar that I have sketched here 
shows in ample measure his keen economic 
mind and there is every possibility that he 
might have achieved substantial success 
in academic economics had he chosen to 
continue in the groves of academe. But 
he must have been touched by what the 
great enliglpcnnient .Scottish philosopher, 
Adam Ferguson staled in 1767 in his 
monumental An E.sxay on the History of 
Civil Society: “Where (lower is already 
established, where the strong are 
unwilling to suffer restraint, or the weak 
unable to find a protection, the ilcfects 
of law aie marks of the most perfect 
corruption”. This could have led him to 
the study of law and juris|irudciice .so that 
he could reform the legal system to make 
it more equitable and civilised. But law 
and economics arc very much iiilert- 
witicd and though he might have e.siled 
himself from the academic pursuit of 
economics, the (iracticc of that discipline 
was not totally ab.sent in his legal and 
political career. We can end our tribute 
to this great son of India no better than 
what the unfortunate Pofie Gregory VII, 
the great reforming Head of the Catholic 
Church of the 11th century said' Dilexi 
justiliam et odi iniquitateni. (iroptcrca 
morior in cxilion (I have loved ju.->iicc 
and hated iniquity therefore I die in 
exile). 

[I am gralelul lo Pmlessdr Kiippuswamy, 
Anihedkai Pmfessm al ihc Maiira.s University not 
only for iiiviliii)’ im- in deliver this leetuic but also 
foi piovidiiig me votli necessary bcHiks and other 
matci iai.. Kctcieiicrs in ihc brackets refer to Ihc 
voluinc and page of liuhafaheh Ambedkar. 
Writinx^ and Sperehes brought out by the 
(tnscrnincni of Maharashtra.] 
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Taming the Financial Beast 

Biswt^it Dhar 

Financial Fragility, Debt and Economic Reforms edited by Sunanda Sen; 
Macmillan Press, 19%; pp ix + 263, 


ONIi of the recurring problems facing the 
global economy for nearly two decades 
now has been the crisis besetting the 
rinancial sector. Emerging first on a large 
scale in the form of the debt crises that 
enveloped much of the developing world 
at the ^ginning of the 1980s, the crises 
in the financial system have now displayed 
the contagion which threatens all the major 
financial centres. Ironically, the crises in 
the global rinancial system have taken 
place during a phase v.’hcn substantial 
efforts have been made to improve the 
functioning of the system through evolving 
of multifarious instruments as well as the 
adoption ofstructural measures that could 
contribute to better predictability in the 
markets. 

Hut although a criscs-prone financial 
system has been our constant company in 
the closing decades of the century, attempts 
at a thoroughgoing understanding of the 
priKCSses involved that have led to this 
situation have been few and far between. 
One of the more systematic of the attempts 
made thus far to put the state of the financial 
system in the 199()s in its proper perspective 
has been presented in the volume under 
review. 'ITirough its 11 essays, the volume 
has sought to -xplain several critical 
dimensions of '.tic problems that have 
aftlictcd both the developing and the 
developed countries. 

The essays can be divided into two broad 
categories Tlic first set of papers raises 
issues concciiiing the financial system per 
se and the .second analyses the larger 
macro-economic issues, including the 
experiences with structural adjustment 
policies in select developing countries. 
The two sets of essays have very well 
ctmnected. In fact, one of the main features 
of the volume is the effort to understand 
the financial fragilities in the context of 
the performance of the real sector. 

Sunanda Sen’s paper captures the theme 
of the volume in an analytically sound 
manner. The changing nature of the private 
capital markets during the past twodecadcs 
has been pre.scntcd succinctly. This was 
the period when the global financial 
markets witnessed substantial expansion 
both in terms of the volume as also the 


kinds of instmments that it spawned. In 
the span of a decade, i e, from the second 
half of the 197()s to the second half of the 
1980s. gross private capital flows of 
international credit increas^ by more than 
four and a half times. But alongside this 
expansion, a significant change that took 
place was in the direction of the flows. 
The share of the industrialised world went 
up from abtrut three quarters of the total 
flows in the 1970s, to more than 90 per 
cent a decade later. The banking sector, 
too, was going through considerable 
changes, triggered as this process was by 
large-scale deregulation. Indications of 
these changes could be seen through the 
rise in the share of the non-interest income 
of the banks in all the major countries. The 
off-balance-sheet activities of the BIS- 
reporting banks increased by more than 
.seven times, in nominal dollar values, 
during the period 1986 to 1991. 

However, despite the growth in the 
financial market, the real sectors of the 
OECD countries could not grow in a 
commensurate manner. The de-linking of 
the fortunes of the real and the financial 
sectors in recent times has been an 
extremely interesting is.sue and it is to this 
theme that the authoi has devoted the more 
substantial part of her paper. The author 
has explained the dampening effect on the 
growth of the real sector in the indus¬ 
trialised world in terms of the outcome 
of thegrowing involvement of the financial 
.sector, including through its new forms of 
intermediation, in speculative activities. 

At a more fundamental level, however, 
the problems of the financial system, its 
tendencies towards growing instabilities, 
have been seen as being the result of the 
asymmetric flow of finance in favour of 
the industriali.sed countries. Given their 
structure of production, the large financial 
flows to the industrialised countries 
generated increased flows of .services. A 
shift in the financial flows in favour of 
the developing countries could, in the view 
of the author, redress the balance in favour 
of the real activity. 

The relationship between the real 
economy and the financial system has 
been anaiy.scd further by Lawrence Harris. 


Harris views the growth of the international 
financial markets as being on the basis of 
'fictitious capital*. This form of capital 
gives its owner a capitalised stream of 
future revenue but for which there is no 
real asset backing. 

The paper seeks to understand the effect 
of the financial system, based on fictitious 
capital, on the operation of real capital. 
At the broader level, the paper explores 
the extent to which real capital has become 
subordinate to international financial 
markets and whether or not states have any 
room to influence their economies. This is 
an extremely important dimension, parti¬ 
cularly at the present juncture, where the 
push towards globalisation seems to have 
put in .serious doubt the ability of the states 
to play a meaningful role in ptilicy-making. 

According to Harris, the issues of the 
relationship between the real economy 
and the global financial system have to be 
explored through the transmission 
mechanisms that link the two worlds. This 
the author has tried to analyse by looking 
at the globalisation of the equity markets 
and its effect on national real investment. 
Evidence is provided which indicates that 
low proportions of real investment were 
financed by new equity issues. 

On the other hand, available evidence 
also supports the view that investment is 
systematically related to the variables 
representing firms’ internal fundsorcurrent 
cash flows. Harris explores yet another 
dimension to establish the point that there 
is an absence of influence of internationa¬ 
lisation of capital on countries’ investmen' 
behaviour and hence growth. This he does 
by using the ‘endogenous growth' theories 
which identify technological progress as 
the key to growth. The influence of the 
financial system on the nature of 
technological progre.ss is explored and 
what Harris seems to suggest is that the 
structure of the financial system could 
influence the .success of the process of 
innovation. This being the case, the author 
indicates that there is a definite role for 
government policy-making insofar as it 
can influence the structure of finances, 
which can, in turn, serve the process of 
technological change and hence growth. 

The nature of the financial system and 
its influence on the long- term growth 
prospects have been explored in detail by 
Ajit Singh. At the outset, the author 
analyses the impact of a well-functioning 
st(x:k market on the development process 
of an economy. The stock markets, 
according to Singh, arc expected to perform 
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three functions in an efficient manner: (i) 
facilitating growth of savings and 
investment, (ii) allocations of investment 
resources, (iii) better utilisation of existing 
resources and increasing the productivity 
of investment. The author indicates that 
even with well organised and complex 
stock markets such as tho.se existing in the 
US and the UK, stock markets have not 
been able to perform any of the functions 
in any desirable manner. Not only are the 
stock markets unable to perform 
adequately, there are reasons to believe 
that the active role of the stock markets 
in the US and the UK is in fact damaging 
to the economies. 

In contrast to the slock markets that have 
been the backbone of the Anglo-Saxon 
financial tradition, the banks have been at 
the centre of the financial system of 
Germany and Japan. This difference in the 
nature of key players in the financial system 
have, in the view of the author, been 
conducive to the development of the real 
economy and international competitive- 
ne.ss of the latter set of countries. But 
despite the inherent advantages of the bank- 
based system, Germany and Japan have 
gone increasingly the stock market way in 
recent years which, according to Singh, 
has been the result of the political pressures 
exerted by the US rather than exigencies 
of economic development. 

The spread of the stock markets in the 
developing world has also been discussed 
in the paper. The key issue in case of these 
countries, according to Singh, is how the 
negative features of the stock markets, 
which include short-termism, volatility and 
speculative pressures, can be addressed to. 
The author suggests that the developing 
countries should attempt to insulate, as far 
as possible, the real industrial economy 
from the negative influences of the stock 
market. 

The regulatory aspect of the financial 
markets that AjitSingh raises in the context 
of stock markets has been dealt with in 
a fair detail by Stephany Griffith-Jones. 
This is an issue that is vital for the future 
of the global financial system, one that has 
often been obfuscated in almost intractable 
debate in the more recent times. In this 
context, Griffith-Jones has done well to 
present all the dimensions of the debate 
in an objective manner. 

The paper analyses the changes that 
have taken place in the private financial 
markets worldwide. A feature of the 
emerging system has been the growing 
emphasis on financial deregulation. 
Arising from these tendencies towards 
deregulation of the markcu, there has been 
a significant change in the nature and 


transmission of systemic risk. This kind 
of risk, the author suggests, could have 
increased in recent years. The challenge 
for the policy-makers in such a situation 
was to improve prudential regulation and 
supervision of individual institutions so 
as tocurbexcessiverisk-takingat the source. 

Several measures have been suggested 
by Griffith-Jones to improve the regulatory 
mechanism. These include; (i) appropriate 
and co-ordinated supervision of securities 
and evolving steps fordeveluping a system 
of regulation a la the Basie Concordat for 
banking supervisors, (ii) introducing 
measures to improve the effectiveness of 
the Basle norms, and (iii) improving the 
legal system to render the functioning of 
the regulators more effective. 

Be.sides the above mentioned, the author 
has made specific suggestions keeping in 
view the specific needs of the developing 
countries. Griffith-Jones rightly indicates 
that the various actions in this context 
would have to be guided by the principle 
that capital Hows to developing countries 
should contribute to the countries' long¬ 
term growth and development on a 
sustained basis. 

Amiya Bagchi, in his essay, attempts to 
explain the fluctuations in the global 
economy by dwelling on three distinct 
processes. The first is the income multiplier 
procc.ss, the second, the process of credit 
creation and the third, the terms of trade 
dimension. Global Keynesianism. Bagchi 
indicates, had a two decade long run from 
the end of the second world war, and 
although it brought with it su.stained growth 
in the industrialised countries, its 
stimulating influences were very unevenly 
distributed across countries. The develop¬ 
ing countries, in particular, did not benefit 
from the expansion as much as did the 
major economic powers of the day. 

While dwelling on the processes 
involved in the credit market, the author 
has focused on the implications of debt 
deflation. Fora large number of developing 
countries, debt deflation since the 
beginning of the I Q80s has led to recurring 
cycles ofinstabiliiy . But while the inimical 
effects of the credit market operations 
have been of a more recent origin, 
developing countries have been adversely 
affected over a lunger period through the 
declining terms of trade. The secular 
decline in terms of trade, which was first 
brought into focus nearly five decades ago 
by Raul Prcbisch and Hans Singer, seems 
to have persisted in an exaggerated form 
in 1980s. Such adverse movements in 
terms of trade have resulted in significant 
losses in terms of export earnings, thus 
constraining the developing countries in 


their attempt to gamerinvestible resources. 

The aftermath of the debt crisis faced 
by the developing countries, the structural 
adjustment policies, have been analysed 
at length by John Toye and Jean-Marc 
Fontaine. Tuyc deals with the interesting 
methodological dimensions of evaluating 
structural adjustment lending. This 
contribution is a welcome attempt toevol ve 
the parameters through which this much 
debated issue can be objecti \ ely evaluated. 
Fontaine's paper, on the other hand, 
presents the experiences of the countries 
in sub-Saharan Africa with the structural 
adjustment policies. 

One of the major findings of the 
evaluation attempted by the Fontaine is 
the adverse effect on investment of 
structural adjustment policies. Although 
investment rates were expected to recover 
after the initial decline during the phase 
of macro-economic stabilisation, the.se 
expectations remained largely unfulfilled 
us the primary commodities, the mainstay 
of the region's exports, suffered sharp 
terms of Uade declines. This made the 
traditional export sectors unattractive, 
reducing the capacity of these sectors to 
attract sizeable investment. 

Such experiences of countries with stru¬ 
ctural adjustment policies as has been 
reported by Fontaine have attracted sugges¬ 
tions, over the years, for a redefining of 
the role of the IMF. Two essays in the 
present volume address this important 
issue. 1 Ians Singer presents a concise menu 
of the critical observations that have been 
made regarding the policies pursued by 
the Fund. However, Richard Cooper has 
prc.scnted a forthright defence of the poli¬ 
cies of the Fund. But while adopting such 
a itosture the author also indicates that 
there are .some areas where the IMF would 
have to tread carefully. The first. Cooper 
points out, is the misplaced emphasis on 
inflation, and the second is the elaboration 
of national policy actions that it expects 
countries to adopt. The latter can create 
much resentment in any society, particu¬ 
larly the dcmocraiically-orieiiled ones. 

Tite single most important contribution 
of the volume under review is that it has 
dwelt on .several pertinent issues that the 
working of the financial .system hasrai.sed. 
The analysis attempted in the papers needs 
to be viewed as a starting point of a .serious 
quest to understand the pr(x:cs.ses that are 
set in motion by the ma.ssivc flows of 
funds that the global economy ha.s been 
witnessing over the past few decades. The 
need for such studies ha.s become relevant 
particularly in light of the potency of these 
flows to destabilise even the most dynamic 
regions. 
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Ideas on Civil Society 

Sudha Mohan 

Real Civil Societies: Dilemmas of Institutionalisation edited by Jeffrey 
C Alexander; Thousand Oaks, Lx)ndon and Sage, New Deliii, 1998. 


CIVIL society gained public attention in 
the 1980s as an attempt to establish civility 
in society. It was seen as the opposite of 
despotism, a ‘space* in which groups can 
exist and something that would ensure 
belter and more tolerable conditions of 
existence. However; civil society is com¬ 
plicated in being both a .social value and 
a .set of .scx:ial institutions. 

Civil society that is in vogue currently 
is in fact an old therne found in the writings 
of political philosophers such as Thomas 
Hobbes. John Locke, Hegel and subse¬ 
quently Karl Marx’s critique of them. But 
it was Antonio Gramsci who took up this 
subject in his prison writings. I’or 1 lobbes 
civil society was the area of individual 
liberty, pcrinitlcd by the .sovereign ruler. 
In l.iickc's concc|)tion, civil .society en¬ 
tailed devolution of legitimate powers in 
collective biKiies for security .'igainsi ar- 
biliarincss of the government. Hegel’s 
concept of civil society embraces the 
totality of material condilionsof life. Marx 
and F-ngels on the other hand, give an 
independent identity to civil .society. 
Granisei's contribution to this concept 
looks at the interpi'iietration ol political 
and economic society or the state and civil 
society, recognising the autonomy of civil 
society giving it a ’space’ for develop¬ 
ment. According to him a democratic state 
in effect requires a democratic civil so¬ 
ciety. 'I bus from Hobbes to Gramsci there 
have been many variants on die notion of 
civil society. 

The return of civil .society is partly due 
to the changes taking place in most so¬ 
cieties in eastern liurope, Latin America 
and the former .Soviet Union. The 
liberalisation of economy implied the 
withdrawal of slate from the .social .sector 
and the element of globalisation, 
democratisation, and human rights is.sucs 
related to the crisis of democracy in these 
countries. Thus civil society came to be 
viewed as a site which would connect 
society a'nd the state, and as absolutely 
indispensable for democracy. But the 
relationship between the two has been 
extremely complex as the dynamic civil 
society has not always helped but also 
sometimes hindered democratic practices. 
Most scholars of civil .society have more 
often than not hailed the euphoria about 
the return of civil society rather than 


examine the pragmatic problems created 
by an ‘uncivil society*. 

The book under review treats the idea 
of civil society (C.S) neither celebrating its 
return nor pe.s.simi.stically disclaiming it. 
The subject matter of the prc.scnt volume 
treats the concept as undergiiing 'secu¬ 
larisation* process emerging from the 
tumultuous socio-political churning. I'his 
edited volume coiKcives C.S in thiee ty|M- 
cal forms. The liisi version treated CS as 
a hold-all, inclusive, umbrella-like con¬ 
cept pointing to ihc number of different 
institutional uiTangcmenls outside the state. 
In the second vcision, CS was pejoratively 
a.s.suciated with market capitalism, treated 
as a suitcrstructuie, a politico-legal arena 
that camoutlagcd the domination of com¬ 
modities and the capitalist class, 'riius ihc 
first version allows us to understand the 
temi as an all-iitcliisi\e idea, the second 
was narrowly and negatively reductionist. 
However, it is the third version that the 
book painstakiiigivcxamincsthai acknow¬ 
ledges thediffereniiation inthesiK-ial fabric 
,as well as the new economically related 
social issues. 

The book is di vided into three parts, the 
first titled ‘Uncivil Hierarchies’, the sec¬ 
ond,‘Bifurcating Discourses’and the third, 
‘Arbitraiy Foundlings’. In Part 1 contribu¬ 
tors discuss the hierarchies and other 
exigencies, constraints and poiblcms of 
economic, political and organisational life 
that makes it difUcult to institutionalise 
uni versa! values, norms :ind structures and 
civil societies. Flisa Reis'Banfield’s 
‘Amoral Familism Revisited: Implications 
of High Inequality .Structures for Civil 
Society’, examines the problems of in¬ 
equality in Brazil in particular and l.utin 
America in general. In Brazil as in many 
Latin American ci'unlrics, CS is an invo¬ 
cation that only successfully camoufl,iges 
and masks the existing inequalities. In 
Brazil prospect lor democratic consolida¬ 
tion is rather tenuous as there is a failure 
to achieve wider and effective sintial 
integration. Besides, Ihc idea of national 
community is merely an abstract notion 
valued only in populist political market. 
Physical survival has Ivecome the upper¬ 
most concern for millions who face a 
scarcity of private and public goinis, and 
this vast majority at the bottom has no 
incentives for participating in common 


initiatives. Thus C'S discouise chalko-d out 
by the elite expects CS to play a mystifying 
role by invoking an illusory commonality 
of interest across diffei ent social economic 
profiles, the market and civil liberties rather 
than the need for an egalitarian and intcr- 
veniioni.st state. But the role of CS should 
be one of progressive force for strength¬ 
ening democracy and renewing social 
struggles for real civility. 

Michael Pus.sy’s article ‘Between Hco- 
nomic Dissolution and the Retui n of the 
.Social; The Contest of C.S m Au.stralia’ 
interprets C.S to exaitiine the social and 
human cost of the Thatchente fiee market 
economy that governments in Australia 
Ixitlt 1 .abour and C'onservati ves alike have 
followed over the last two ilecades. lie 
points out the need lo ticat (’S not as some 
kind ot fixed coinniodity that is incapable 
of legener.iting itself, but it should be 
conceptualised in a iii.uiiier by which 
eonsltiiuly changing social interactions that 
create new po.ssibilities for mutual self¬ 
recognition. association, and obligation 
may find iii.stilutional furiiis. Ii is these 
instiiutioiial foinis that could, according 
to him, pros ide and secure rights, sohdari - 
ties and identities. 

Luis Rouigerin ‘('ivil Society, Patron¬ 
age and Democracy’ lollow.s this pi'isirec - 
tive of CS. Koniger examines the need to 
have a strong (’S that does not demolish 
the state but subjects the slate to legal 
constraint and public accouniabiliiy. He 
reiterates the fact that C.S should be 
strengthened through the existence of 
effective and accountable slate siiueiures. 
A vital C.S may sustain and also be re¬ 
inforced by a viable democracy, through 
institutionalised forms of interactions and 
exchange that pievent the monopohsaiioii 
of power and resources. 

Goran Ahine in ‘(.’ivil .Society and Un¬ 
civil Organi.s.'ition' examines the concept 
vis-a-vis org.'inisations and organisational 
theory. According lo him the new social 
iiiovements are nut persistent an.I the 
organisutiniial forms of civil .siKrieiy are 
loo fragile for voluntary associations lo 
guarantee real CS. He cites the example 
of the religious ftindumetilali.si iiioveineiiis 
of various creeds or elhitii inovciiieiil.s 
with strong demands on their niemlH*rs in 
terms of ideological comniilmcm and 
correct behaviour. These iiioveinenis arc 
nece.ssarilyiniolei.ini .-.hi re members have 
no opinion. Whcicas in the organisation 
theory the noiion of civility in interaction 
has been described as a condition for 
communion and participative democracy, 
orgaiiisaiions tciul lo he rathei uncivil. 
Thcrelorc the quality of CS cannot exceed 
ihe (uialiiics of its organisational foims. 
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CS should therefore be understood in the 
interplay between different organisational 
alternatives and processes. 

Part 11 i.s aimed at examining CS in the 
cultural context. Jeffery C Alexander, the 
editor of this volume, in his very thought- 
provoking article ‘Citizen and Enemy as 
Sy mb«)iic Classification: On the Polarising 
Di.scourse of Civil Society’, argues that 
civil discourse whether theoretic or popu¬ 
lar has always encompassed a contradic¬ 
tory theme of the repressive, reactionary 
and profane. The.se cultural contradictions 
have provided the basis for discrimination 
and exclusion of various ethnic, racial, 
gender and religious groups. Tliis is due 
to the reason that CS is an intertwined 
sphere of solidarity where both the uni- 
vcrsalism and the particularistic versions 
find a place. It is toth a normative and a 
real concept, and is constituted by its own 
distinctive structure of elite that control 
the legal and community systems and al.so 
by iho.se who exercise power through 
voluntary organisations and social move¬ 
ments. According to him, it is a network 
of understandings that operate beneath 
and above explicit in.stitutions. The C'S 
discourse contains the symbolic opposi¬ 
tions that allow for uncivil activities - that 
is the irony of the di.scourse of CS. 

Philip Smith’s ‘Barbarism and Civility 
in the Di.scourscs of Fascism, Commu¬ 
nism and Democracy: Variations on a Set 
of Themes’demonstrates that CS has much 
in common with the dichotomous cultural 
structures of the fa.scisi and communi.st 
movements that challenged it. CS ought 
not to be falsely romantici.scd as the ‘other’ 
to totalitarianism. Besides, if it is only 
treated as an object of philosophical specu¬ 
lation it forgoes its basic function which 
is to construct a better society and a .superior 
understanding of social in.stitutions. 

Ronald Jacobs in his ‘Racial Discourse 
of Civil SiK'iety: The Rodney King Affaii 
and the City of Los Angeles’, demon¬ 
strates how the slrticturc of CS allows it 
so easily to assume a racist form. He 
interprets reporting by the African-Ameri¬ 
can and white majority newspapers in Los 
Angeles during the civil disorder in the 
city’s south-central area iluring the 1960s 
and 1990s in the Watts and Rodney King 
riots, respectively. These challenges from 
the periphery to the utopian ideals of CS; 
have them teing portrayed as anti-civil. 
Thus the history of racial exclusion and 
the continued demand of the excluded for 
inclusion is cpitomi.scd by the utopian 
discourse of CS. Interestingly, he claims 
that the same is true for other binary 
principles of division which have resulted 
in exclusion leading to a ‘gender’ di.s¬ 


course of CS or a ‘colonial’ discourse of 
CS among others. 

Part III of the book shows that the 
historical origins of CS are thoroughly 
contingent. Not all groups are committed 
to the ideals of CS nor carry it out in 
practice. David Zaret in ‘Neither Faith nor 
Commerce: Printing and the Unintended 
Origins of English Public Opinion', ex¬ 
amines how' the actual reason for the origin 
of public opinion was humble but started 
to play a decisive role for disseminating 
democracy. Even the contemporary exten¬ 
sions of printing in mass media - wlicther 
television or cyberspace - cannot be un¬ 
derstood as either blocking or facilitating 
the creation of more civil societies. 

Piotr Szlompka’s ‘Mistrusting Civility: 
Predicament of a Post-Communist Soci¬ 
ety', examines Poland’s struggle against 
the pseudo-public of the state community. 
Because citizens remain highly suspicious 
of the public sphere, real CS often remains 
a hollow shell, behind which privatistic 
and fragmented institutional proce.sscs and 
internal practices continue to play them¬ 
selves out. Quality of citizens or the human 
factor is decisive in the battle for demo¬ 
cracy. The key to rebuilding robust CS 
according to this scholar is the restoration 
of trust in public institutions, public nilcs 
and trust in the viability of the new po¬ 
litical and economic order. It is important 
to work toward the recovery of trust by 
consistent government policies. 

Victor Perez-Diaz in 'The Public Sphere 
and a Europc.m Civil Society’, applies CS 
to the problem of European Community 
to offset the current precKcupation with 


the economic and political dimension of 
unification. According to Diaz, solidarity 
and trust upon which the construction of 
a democratic European community de¬ 
pends has to have a vivid European public 
sphere. This sphere can be creat^ by 
intensifying public discourses and dia¬ 
logue about compelling contemporary 
issues - such as economic issues - within 
the framework of individual nation states. 
CS means to him an ideal type referring 
to a set of political and .social in.stitution.s 
characterised by responsible government, 
subject to the rule of law, free and open 
markets, plurality of voluntary associa¬ 
tions and a sphere of public debate. 
European situation only partly corresponds 
to the ideal type. European CS needs public 
sphere, namely, a critical mass of con¬ 
cerned citizens who discuss issues, sup¬ 
port policy as a precondition for a respon¬ 
sible European public authority. He claims 
that the content of public sphere should 
be political and its development e.s.sential 
for the creation of Europe’s unity. 

The book poses new challenging pers¬ 
pectives on CS in its varied dimensions. 
It provides valuable intellectual tools to 
analy.se and interpret this concept under 
diverse conditions of society. It is a very 
u.seful and insightful contribution to the 
literature on CS. The book would have 
been more comprehensive had it also 
covered the Asian experience and pers¬ 
pective. However, this book will im¬ 
mensely benefit students and scholars of 
sociology, political theory and democracy, 
and all those interested in the wider con¬ 
cerns of polity and society. 
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SPECIAL ARTICLES 


Synthesis of Ecology and Economics 

Towards a New Theoretical Paradigm 

MihirShah 

Neither neo-classical economics nor marxian analysis integrate, natural resources and theories of eco¬ 
nomics, particularly economic activity. Ideas of free gifts of nature and control over nature dominate economic 
thought. This article presents an analysis of neo-classical thought in response to the ecological challenge, 
and enunciates the general principles of a new ‘ecological economics'. It secs the macroeconomy as an 
open system with a unidirectional flow of entropy; suggests an accounting of environmental depreciation 
on the lines of capital depriciation; and proposes local-level collective control over natural resources. 


THE founders of nco-classical econom¬ 
ics, on their own testimony, aspired to 
create a science patterned exactly on 
Newtonian mechanics. Newtonian me¬ 
chanics could visualise change only as 
locomotion, which is both qualityless and 
reversible. Despite the various challenges 
faced by the neo-classical school, this 
mechanical analogue has come to domi¬ 
nate economic thought. The economic 
prtKess is seen as a circular How between 
production and consumption, with no 
outlets and no inlets. This flow is isolated, 
self-contained and ahistorical - neither 
creating nor being affected by qualitative 
changes in the environment within which 
it occurs. Even the classical political 
economy of Ricardo expressly saw land 
as a factor immune to qualitative degra¬ 
dation ("the original and indestructible^ 
powers of the soil”). And though Marx 
was centrally concerned with dynamics, 
viewing the economic process as e.s.scn- 
lially historical and qualitative in charac¬ 
ter, he also did not integrate natural re¬ 
sources into his main analysis. It is true 
that Marx .speaks of labour as a "process 
between man and nature" [Marx 1976: 
283]. But the terms of this interaction arc: 
(a) that “man, through his own actions, 
mediates, regulates and controls the me¬ 
tabolism between himself and nature" 
(ibid) by(b) working on “objects of labour" 
that ate “spontaneously provided by na¬ 
ture" (op cit, p 284). 

This dual conception of ‘free gifts of 
nature’ and the imperative to exerci.se 
‘control over nature’ runs through the entire 
gamut of thinking in economics. Progrc.ss 
is seen as co-terminus with the conquest 
of nature. Allied to this is the presumption 
that unlimited quantities of waste can be 
costlessly dumped into the bottomless sink 
of the environment. Along with the as¬ 


sumption of free gifts goes also the as¬ 
sumption of free disposal. 

Following the publication in 1971 of 
Nicholas Georgescu-Roegen’s The 
Entropy Law and the Economic Process, 
and especially during the last decade, all 
this has rapidly begun to change. Indeed, 
what we are witness to is a revolution in 
economic thinking which promi.ses to be 
nothing short of a Kuhnian “paradigm 
shift” [Kuhn 1970|. I'hal this has as much, 
if not more, to do with a decisive decline 
in what Alfred Crosby (1986) has so 
eloquently described as “ecological impe¬ 
rialism”, i.s a theme to be explored else¬ 
where. We limit ourselves here to expli¬ 
cating how the entropy law necessarily 
compels the abandonment of the mecha¬ 
nistic dogma by forcing the realisation that 
qualitative and irrcvtxrable changes neces¬ 
sarily characterise the environment of 
which economic processes are a pan - that 
both the assumptions of free gifts and free 
disposal are untenable, there being a 
dynamic, two-way inter-relationship bet¬ 
ween the economy and the environment. 

I 

Entropy Law and Biophysical 
Foundations of Economics 

What is known as the entropy law is 
really the second law of thermodynamics, 
which poses a fundamental challenge to 
Newtonian mechanics. The Erst law of 
thermodynamics is actually in accord with 
classical mechanics, stating that ‘for all 
changes, the energy of the universe re¬ 
mains constant’. This law, also known as 
the law of conservation of energy, means, 
for instance, that when coal is burnt to 
ashes, the total quantum of energy remains 
constant. However, as we know, from coal 
to ashes there is an important change. The 


chemical energy of coal is no longer 
available for use. It has undergone a 
qualitative, irrevocable change. 

According to cla.ssical thermodynam- 
ic.s, energy consists of two qualities: 
(1) frcc/availabic/ordcrcd. and (2) bound/ 
latcnt/di.sordered. While free energy is 
available for transformation into u.seful 
work, latent energy cannot be so used. 
Thus, the burning of coal leads to the 
conversion of energy -■ from being free, 
availablus ordercd, it becomes hound, 
unavailable, chaotic. In the language of 
thermodynamics, this is referred to as u 
ri.se in entropy. Indeed, the .second law of 
thennodynamics states that ‘the entropy 
of the universe increases constantly and 
irrevocably’. Free energy always dis¬ 
sipates by itself (and without anydccrca.se) 
into latent energy. Thus, there is a con¬ 
tinuous and irreviKahlc qualitative degra¬ 
dation of available into disordered energy. 

The entropy law can be seen as the 
systematisation of the elementary fact that 
heat by itself always Hows in one direction 
only, from the hotter to the colder body, 
never in reverse. 1'his simple fact of uni¬ 
directional change implies that there are 
phenomena which cannot be reduced to 
locomotion, a decisive blow again.st the 
mechanistic dogma of Newtonian phys¬ 
ics, which asserts that all change must be 
reversible. 

It is this mechanistic cpiMeniology which 
lies at the root of the tcxtbcaik depiction 
of the macroecoiiomy as an isolated sys¬ 
tem or circular flow. In such a scif-regu- 
lating and self-sii.staining model, what 
circulates between firms and households, 
in a closed limp, is exchange-value ab¬ 
stracted from all physical dimensions. 
There is no place for materials, energy 
sources, physical structures and time- 
dependent processes. The model is incon- 
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siNlciit wi(h physical cimneclivity and 
pt)siii ve-Iccdback dynamics ofcncrgy and 
inrormation syslcins. Ii is iimch like seeing 
an uniinaf wiili only iis circulatory system, 
completely abstiacting Irom its digestive 
tract. Introducing physical dimensions 
entails bringing in materials and energy 
winch the inacioeconomy must draw in 
lioin the surroimding environment. 

[•'or this what is required is to picture 
the maeroeconomy :is an open sub-sy.stem 
ol' the finite natural ecosystem (the envi- 
lonment) and not us an i.solalcd circular 
How of abstiaei exchange value In so 
doing, vse lake up the cue fiom Alfred 
James l.otka. whose 142.*^ work Elvtnvnls 
<</ Ehyucdl l{i()l<i)(Y. has had a formative 
inlluenee on modem ecological econom¬ 
ies l.otka saw humanity as an active part 
of an inlereonnccied cosmos. I le regarded 
the organic world and its inorganic parts 
as a single system. Mach part was linked 
to every other pail in some way and it was 
impossible to understaiiil the working, ol 
.any one part without an imdeislanding ol 
the whole. Accoidiiig to l.otka “under¬ 
lying oui eeononiie main lesialions are bio¬ 
logical phenomena which wc share in 
common w iih othei .species; the analysis 
of the biophysical foundaiionsofcconom- 
ics is one of the piohlenis coming within 
the |.irogrammc of physical biology" (op 
cit). .Modern ecological (who may also he 
called biophysical) eeonomisls could be 
described as laying bare precisely these 
loundalions. 

II 

Kntropic Vksion of Kcunoinic 
Dcviiopmeiil 

Viewed in the light of the entiopy law. 
the eeoiioinie process is. in fact, not cir¬ 
cular, but unidirectional, involving a 
eoniinuir.is transformation of the Ilow of 
low entropy received from the environ¬ 
ment inloliighenlr(i|)> or inevixable waste 
which is returned to the enviionmenl.'riiis 
is a one-way flow, not a circular one. The 
flow of blood IS to the eireululion of 
exchange-value as the digestive tract is to 
(he unidirectional cntropie flow, begin¬ 
ning with cnvironmcmal resouiees and 
energy, through finns and househokis, and 
ending with itigh-entropy waste into en 
viionincitlal sinks. 

What is more, this cntropic flow h.is a 
continuously degrading intpact on the 
cnviiontiieni from which the economy must 
incessantly draw its low entropy. Mach 
qualitative transfoimatioii of the environ¬ 
ment within wltich the economy operates, 
demands a le adaptation from the eco¬ 


nomy. Thus, the very sustainability of the 
economic process depends on its ability 
to so adapt. No model which seeks to under¬ 
stand the economy can be complete if it 
ignores the broader cco-system of which 
the economy is a part, and the ctvcvolu- 
(iontiry path of the sub-system and its 
parent. The changes in the environment 
are both exogenous and, increasingly in 
our high-eniropy age. caused by the inter¬ 
action of the global economy with the 
enviionmeni. 

(Jnc could say that it is the pace at which 
low entropy is puni|icd from the enviicn- 
meni into the economy that limits the pace 
of economic development. Constantly, 
Iherelore, the economic prtKCsscal Is upon 
human beings, much like Maxwell's 
demon, to tiller and direct environtnenl.»l 
low entropy towards the sulisfueiion of 
oureconomicgoals. Based on such a vision, 
one could desenhe the challenge of eco 
nomif development as not merely the 
imilliplieatiun ot the Ultering mechanism 
based on existing sieves, but much more 
as the imaginative task of the innovation 
of finei sieves (technologies) to filler and 
Iheieby reduce the proportion of low- 
entropy ending up as waste. 

Ill 

Neo-Cla.s.sical Kespnase to 
Challenge of Ecology 

Markets Jor cMemalities uiul private 
propel tv. NiM-classieal economists have 
traditionally sought to incorporate envi. 
r(.)nmenlal considerations (the absence ol 
free gifts and free disposal) into their 
framework through the concept of 'exter¬ 
nalities’. In fact, early contributors saw 
externalities to be a signirieant enough 
problem that led to the breakdown of the 
market meehanisin us an appropriate trans¬ 
mitter of signals necessary to ensure so- 
ciiilly (as opposed to privately) desirable 
outcomes. Beginning with Allyn Young's 
celebrated 1928 article, the woiks of 
Rosensicin-Kodun (1943), Meade (195?) 
and Seitovsky (19.54) became the b.isis for 
arguments in favourof planned industrial¬ 
isation and Pig< >u vian taxes and subsidies, 
in the face tif unccrtatiiiy, indivisibilities, 
eompleincniarity between industries, etc. 

Following the gradual rise to ascen¬ 
dancy of the general equilibrium frame- 
wofk, however, nco-classical eetinomisis 
became increasingly preoccupied with 
explicating the eondition.s under which 
the market could adequately deal with 
questions posed by exhaustiolc resources 
and environmental externalities. This led 
to the conjuring up of devices such as 


markets for externalities, the rational 
exixtclations hypothesis and futures, con¬ 
tingent markets. The largely Tictitious 
nature of these solutions is apparent even 
to adherents of the tradition. Dusgupta and 
Heal (1979:48) provide the mo,st compre¬ 
hensive overview of the neo-classical 
tradition's attempt to deal with exhaust¬ 
ible resources. They acknowledge that “a 
precondition for the estubli.shment of a 
market is the existence and enforcement 
of property rights”. And for cxtenialilies 
at limes it becomes impossible even to 
define property rights, let alone establish 
them legally and then enforce them. Take 
the case of groundwater. While there can 
lx: well-defined titles to land owned by 
fanners, it is an extremely tricky exercise 
trying to define private properly rights in 
the water underneath. As is well known 
to Students of hydrology and geology, sur¬ 
face and sub-surface water Ilow patterns 
can follow very diffeieni courses. What 
is more, the extraction of a neighbouring 
landowner can materially affect yourw-aler 
yield. The neighbour can easily draw aw.iy 
water from below the land that you own. 
.So there is little comfort in stipulating that 
you own the water which lies beneath your 
land. 

U has been argued further that even 
where it may be possible Ui dcline projt- 
erly rights, this docs not aiilomalically 
eii.suie that the market solution would work. 
As Charles Perrings (1987.93) shows “pro- 
^XTty without pos.session provides no basis 
forthe generation of pi ices”. Fora resource 
to have a jjriee, it is necessary that posi¬ 
tively valued inputs are used in its pro¬ 
duction. This can only happen when the 
owner has actutil possession of the re¬ 
source. lnthcub.scnecof suehcontrol, prices 
are subject to an infinitely large "residuum 
of indeterminacy”, to u.sc a graphic term 
first employed by Kitpp (1969:345). 

The phenomenon being described here 
is a particular case of what has come to 
be known as the ‘problem of the eom- 
inon ’. The problem characterises a variety 
of activities impinging upon exhaustible 
common property resources such as fish¬ 
ing in the sea. gra/ing in forest and village 
common land, oil exploration, etc. In each 
instance, individual calculus leadstocom- 
pctilivc extraction and the danger of rapid, 
irrevocable depiction of the ic.sourec. That 
uninfonned, unaware pront-ba.scd actors 
will cxhuu.st the resource is easy to sec. 
The real irony is that if an individual 
involved can perceive the long-run irqpact 
of his actions, he will become even more 
competitive and destructive. For he will 
realise that if he alone thinks of the 'social 
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good’, his competitors could go for the 
kill, leaving him high and dry, while wiping 
out the resource at the same time. In a 
critique of those [e g, Shah 1993| who 
suggest that groundwater markets can 
contain overexploitation, it has been ar¬ 
gued that “purely private exploitation 
would lead to either monopolistic exploi¬ 
tation or to a highly skewed distribution 
of benefits in favour of the better-off 
farmers/users and at relatively high social 
costs" fVaidyanathan 1996:187]. The real 
challenge is to develop collective, non¬ 
market institutions that effectively articu¬ 
late and enforce the common good, while 
protecting the interests of the resource 
poor, a theme we develop elsewhere [Shah 
et al 1997, Ch 9). 

Rational expectations, contingent mar¬ 
kets and discounting: The other critical 
featureof environment-related phenomena 
is that their effects are felt with a time- 
lag, at a point when decisions based on 
price signals have already been made. Any 
attempt to integrate ecological factors into 
economic theory must contend with the 
uncertainty which results from the opera¬ 
tion of “historical, irreversible, quality¬ 
changingtime" [Carvalho 1983:266). The 
general equilibrium approach has sought 
to reduce the phenomenon of uncertainly 
to a matter of a.s.signing probabilities to 
future outcomes. Following Debreu 
(1959), the neo-classicals posit the ‘ratio¬ 
nal expectations hypothesis’ which pre¬ 
sumes that decision-makers in the market 
know the pmbability distribution of future 
outcomes, the future being visualised as 
.stationary and stochastic [Davidson 
1982:182J. “At the initial date there should 
exist a complete set of forward, contingent 
commodity markets, on which it is pos¬ 
sible to buy or sell graxls for delivery in 
any future time-period and state of the 
world” [Dasgupta and Heal 1979:472). 
Such an approach can provide accurate 
predictions only if the stochastic process 
is ergtxiic - but that is ruled out when we 
are dealing with irrevocable ecological 
phenomena which produce a whole range 
of effects unobservable by the price sys¬ 
tem. Hius, we need to take cogni.sance of 
what Shackle (1955) has termed ‘surprise’ 
and what Georgcscu-Roegen calls ‘nov¬ 
elty by combination’ in orderto emphasise 
that there are a range of phenomena for 
which no ‘pre-image’ exists in our minds. 
We have no previous observations on the 
basis of which probability distributions 
can be constructed since the phenomena 
we are dealing with are unprecedented. 
This means that we cannot have an ‘omni¬ 
competent classificatory system’ for list¬ 


ing hypothetical scenarios which are 
endless and beyond human imagination 
[Shackle 1972:18). 

. The other nco-cla.ssical device of deal¬ 
ing with the problem of uncertainty is to 
discount the future. This approach could 
be said to derive from the contributions 
of Gray (1914) and Hotelling (1931). The 
market mechanism suppostedly mirrors the 
preferences of indi vidual economic agents 
while allocating resources efficiently. 
When the problem is inter-generational, 
we run into the ontological difficulty that 
many of the relevant economic agents are 
not yet in existence to be able to express 
their willingness to pay. Worse, in dis¬ 
counting the future it is aitsumcd that the 
future will be brighter than the prc.scnt. 
But a high rate of discount will also imply 
a faster rate of depletion and this could 
mean that the growth path becomes 
unsustainable and that the future ends up 
being hleakerthan today. The key problem 
here is again uncertainty. For “the dis¬ 
counting of time is at one and the same 
time the discounting of uncertainty" 
[Perrings 1987:116), the latter being an 
increasing function of time. And the higher 
the discount rate, the more wc will deplete 
an exhaustible resource while raising the 
level of economic acti vity. Tliis will imply 
higher disposals into the eco-.system, which 
will in turn, bring about environmental 
changes, raising the level of uncertainty. 
This will once again rai.se thedi.scount rate 
and so on...Thus, the device meant to 
tackle the problem of uncertainty only 
aggravates it. 

Wc must also mention the important 
demonstration by Diamond (1965) that 
there is no contifiuoiis social welfare 
function which is both Pareto optimal and 
egalitarian across generations. Faced with 
this damaging result from within the tra¬ 
dition, the diehard ne()-clas.sicals feel it is 
right to drop the insistence on inter-tem- 
poral equity and the grounds adduced for 
doing so speak volumes for the bank¬ 
ruptcy of their approach. Invoking the 
classical utilitarianism of Sidgwick, 
Dasgupta and Heal (1979:262) argue that 
“one might find it ethically reasonable to 
discount future utilities at positive rates, 
not because one is myopic, but because 
there is a positive chance that future 
generations will not exist". From a reluc¬ 
tance to face the realities of the pre.sent, 
we move towards an absolute denial of the 
very reality of the future. 

Infinite substitutability ofresources: Apart 
from the fiction of futures markets and 
rational expectations, neo-classical eco¬ 
nomics has sought to face the environ¬ 


mentalist challenge through an abiding 
faith in the infinite substitutability of 
natural resources. This ensures that eco¬ 
nomic growth would occur unfettered. 
Dasgupta and Heal propose a simple 
extension of the standard Cobb-Douglas 
production function, incorporating natu¬ 
ral resources as the third factor of produc¬ 
tion. Thus, tite aggregate Cobb-Douglas 
production function for the economy 

Y = KaLb 

may be replaced by 

Y = KaRbLc, a, b. c> 0 

and a + b + c = 1 ...(I) 

where Y stands for output, K for capital, 
R for natural resources and L for labour. 
Dasgupta and Heal (1979:200) conclude 
that if a (the elasticity of output wrt capi¬ 
tal) is greater than b (the elasticity of 
output wrt natural resources), it follows 
that “fixed capital is sufficiently important 
in production to allow for the possibility 
of a permanently maintainable output levd 
despite the declining availability of the 
natural resource. The idea is to accumulate 
capital at a sufficiently fast rate to make 
this feasible”. In such a case, “even in the 
ab.sencc of technological pn>gress,cxhau.st- 
ihlc resources do not pose a fundamental 
problem" (p 205). The fact of substitut¬ 
ability by i>.icif ensures that growth can 
tK’cur indefinitely even if the slock of 
natural resources is being depleted. And 
technical progress brightens up the sce¬ 
nario even further. 

The critical question, then, is of the 
possible degree of sub.stitution between 
inputs. However, the Cobb-Douglas pro¬ 
duction function docs not allow us to 
explore the limits to the possibilities of 
substitution among inputs. Rather, it as¬ 
sumes that the cla.sticity of substitution 
between inputs is alwtiys equal to one. In 
the fantasy world of Cobb-Douglas pro¬ 
duction functions, however much one may 
substitute capital for natural resources, the 
possibility of further substitution docs not 
diminish. 

In any ca.se wc must remember that 
capital goods themselves require natural 
resources for their pnxluction and opera¬ 
tion. Any attempt to subsiituic K by K, is 
further constrained by this relationship 
[Bartelmus 1989). For the sake of com¬ 
pleting the argument, let us follow Victor 
(1991) and use the Cobb Douglas frame¬ 
work (assuming a > b) to gauge the 
implications of this relationship for their 
assertions. We can write: 

K = KdReLf d, e. f > 0 and 

d + c + f = 1 ...(2) 

which is a Cobb-Douglas production 
function where K, R and L arc required 
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10 produce capital. Substituting (2) in (1). 
we gel 

Y = KadR(ac+bjL(al+c) ...(3) 

Now the logic of the Cobb-Douglas pro¬ 
duction function states that if ad > ac + 
b. i c. ad - ac> b, i e. a(d - e) > b, then 
output cun grow indcHnitely even if natu¬ 
ral rc.suurccs are depleted, llie standard 
Cubb-Douglas assumption is that d and 
e are both positive and less than one. Thus, 
d - e < I. In this event, even with a > b, 
it docs not follow that a(d - c) > b. 

This means that even within the Cobb- 
Douglas framework, and assuming that 
the clasiticity of output with respect to 
capital is greater than clasiticity of output 
with respect to natural resources, the mere 
intrcxluction of the fact that R is necessary 
for the protiuction of K, implies that the 
neo-classical assertion that growth can 
(Kcur irrespective of natural resource 
depletion cannot lx; sustained. And if wc 
bring in the need of R to operate K, the 
situation becomes worse. 

'I'o complete the argument, we re-ex¬ 
press (2): 

K = KdRcLf 

K = Rle/{l-d)|l.[(f/(l-d)| ...(4) 

.Substituting (4) in (3), we gel 

Y = R(ea/{ l-d)+b)Ura/l l-d}+c) 

Output is wholly expressible as a function 
of natural re.sourccs and labour. There 
appears no getting away from the natural 
resource constraint. 

On the contrary, it has been insightfully 
shown that while technology may be able 
to expand the capi tal snx;k of I he economy, 
its capacity to repnxluce the re.sources of 
the natural environment is far less certain 
[Krutilla 1%71. Machines worn out can 
be rebuilt but depleted oil deposits cannot 
lx; recreated. And the development of 
substitutes is hindered by the ■‘counter¬ 
intuitive relationship that exists between 
expectations about technology and its likely 
emergence" [Victor 1991:199|. Optimism 
about the emergence of its substitutes will 
lead to an even more intensive exploitation 
of the natural orsource. This will eiealc a 
downward ptessuie on current prices of the 
resource winch would become a disincen¬ 
tive for the development of substitutes. 

Two fundamental rca.sons why finding 
substitutes for natural resources is difficult 
have been identified by Georgcscu-Roegcn: 
(a) Heterogeneity or uniqueness of matter: 
Unlike energy and mass, matter is hetero¬ 
geneous. This means that the exhaustion 
of a resource can force changes both in 
the technology which utilised lhisa-.sourcc 
and in the output of such technologies. As 
Georgescu -Roegen says: "Every chemical 
element has at least one proiierty that 
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characterises it completely and hence 
renders it indispensable for some technical 
recipes” [Gcorgescu-Roegen 1979:1035J. 
Indeed, the relationship between natural 
resources and manmade (reprodi^ible) 
capital is often one of complementarity. 
And when two factors are complementary 
to each other, one becomes limiting. 

(b) Degradation of matter: "Just like the 
thermal energy of the earth, not all terres¬ 
trial matter is in available form. Matter 
also continuously degrades into an un¬ 
available form” (p 1032). “Rubbing by 
friction, cracking and splitting by changes 
in temperature or evaporation, clogging of 
pipes and membranes, metal fatigue and 
.spontaneous combustion” all mean that 
matter is relentlessly "displaced, altered 
and scattered to the four corners of the 
world. It thus becomes less and less avail¬ 
able forourown purposes" (p 1034). While 
recycling can reverse this prinress. there 
.arc definite limits to such a po.s.sihility. 
These limits arc set by the infinite regress 
arising from the fact that materials arc, in 
turn, needed for recycling, which too wear 
out and require more materials, and so on. 

It is, therefore, clear that there is no 
theoretical basis for disregarding the 
constraint po.sed by natural resources for 
economic growth. A sanguine belief in 
inrmitc substitutability cannot allow us to 
ignore the vital questions being |x)sed by 
the environment. 


IV 

Limits of Western Environmentalism 


Wc must clarify, however, that the 
motivation behind our emphasis on natu¬ 
ral resources is not to ring the alarm bells 
of a cataclysmic neo-Malthusianism, which 
can only harm the cause of environmental 
regeneration. Sadly, the ‘Doomsday 
Models’ of the early 1970s have already 
done enough damage in this regard. Care¬ 
less forecasting methods, faulty exponen¬ 
tial extrapolation and narrow empiricism 
characterised some of this work, which 
was easy for the mainstream economics 
profession to shoot down. This kind of 
globalistic preoccupation has also had the 
unfortunate consequence of distracting 
attention away from detailed work on altern¬ 
atives, towards a vacuous debate between 
technological optimists and pessimists, 
with each side, in effect, trying to play god, 
making huge predictions of dubious sci¬ 
entific merit. Narrow environmentalist 
obsession with the mere .survival of non¬ 
human species has once again made it easy 
for the debunkers to get into their act. What 
is worse, these type of zero-sum formu¬ 


Economic 


lations are open to dangerous social-Dar- 
winist ecologism. For if there is not enough 
for everyone, it is easy for the ‘.superior 
race’ to claim priority in use. There is a 
definitecontinuity ftomthcracism ofEmest 
Haeckel (widely credited with the intro¬ 
duction of the term ‘ecology’ into science 
in 1866) and the ‘life-boat ethics’ of Hardin, 
a major figure of modem ecologism, who 
suggests that the higher mortality of certain 
sections of mankind may actually benefit 
others to prosper and expand. 

F,ven thoughtful environmentalists from 
the advanced capitalist world have, how¬ 
ever, tended to make the issue one of 
‘growth vs steady state’, asking questions 
about the maximum sustainable scale of 
the global economic system [Daly 1991]. 
While these considerations are undoubt¬ 
edly of the greatest significance for the 
western capitalist economies, their insen¬ 
sitive transplantation to large parts of the 
South would wrongly push aside the much 
more important issues concerning the 
nature of the giowth path to be chosep in 
these countries. It is not possible, or 
desirable, for the third world to, at this 
stage, abandon the goal of economic 
growth. What is much more critical is to 
specify the .structural features that must 
characferi.se the grow’th process in thc.se 
regions ifii is to be guided by a thoughtful 
ecological perspective while being com¬ 
mitted to the goal of livelihood security 
to the poor. For it must be remembered 
that different growth paths w'ould have 
widely differing implications for the rale 
of growth, its ecological sustainability, 
distributive justice (Ixith inter-class and 
inter-regional) and livelihood security. 

V 

Principles of a New ‘Ecological 
FIconomics’ 

What we need to do, therefore, is to 
enunciate the general principles which 
together constitute the viewpoint of eco¬ 
logical economics. We must then make a 
concrete application of these principles in 
spccitic time horizons of spatially well- 
defined entities such as particular commu¬ 
nities (tribals), agni-climatic, topo-eco- 
logical regions (drylands), units of inter¬ 
vention (watersheds), human settlements 
(cities), etc. For the way forward lies in 
abandoning global, aggregative ap¬ 
proaches and tackling the problems of 
particular regions, each line of production 
and specific technologies. We summarise 
these principles and contrast them with the 
approaches of both conventional econom¬ 
ics and conventional ecology. 
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The macroeconomy must be viewed as 
a sub-system of the larger eco-system, 
which comprises not merely human be¬ 
ings but also natural resources and non¬ 
human species. Unlike the closed, iso¬ 
lated, self-contained circle of conventional 
economics, the economy is seen as an 
open system, engaged in a unidirectional 
flow of entropy - drawing in low entropy 
from the environment and dumping high 
entropy waste into it. 

Bringing in the environment means the 
way wc measure growth has to necessarily 
undergo a change. It is customary to deduct 
depreciation of manmade capital from 
national income. But forms of investment 
which cut down forests, erode top soil, 
mine natural resources and cause pollu¬ 
tion are all regarded as positive contribu¬ 
tions to national income. The notion of 
sustainability is implicitly present in the 
treatment of depreciation of manmade 
capital hut is inconsistently forgotten when 
it comes to natural resources. A pioneer¬ 
ing attempt has been made to adjust the 
US GNP, factoring re.source depletion and 
degradation, as also income distribution 
effects, into economic trends to pmduce 
an ‘index of sustainable economic wel¬ 
fare’ (ISEW). This shows that while the 
GNP rose continuously between 1956 and 
1986, the ISEW remained constant after 
1970 IDaly and Cobb Jr 19891. 

The ‘prcanalytic vision’, to use 
Schumpeter’s term, of the economy also 
changes - • it is that of a sub-system in co- 
evolution with the larger cco-systcm of 
which it is a part. Unlike the static equi¬ 
librium framework of the nco-cla.s.sicals, 
evolution implies a dynamic and adapting 
di.scquilibrium system, without necessar¬ 
ily suggesting either endic.ss progre.ss or 
impending doom. 

Evolution includes both biological and 
cultural evolution. The slower pace of 
biological evolution imposes a built-in 
long-term constraint on the growth of the 
economy. Conventional economics ignores 
all species other than the human, over¬ 
looking the fact that for cultural evolution 
to be su.stainablc, it has to evolve insti¬ 
tutions which reflect the wisdom of line- 
tuning development p'ojects to the con¬ 
straints posed by the environment. Unlike 
the ecologists, however, who at the other 
end of the spectrum, exclusively concern 
themselves with the biological process, we 
must centrally deal with the human agency 
and its unique role in shaping the course 
of this co-evolutionary process. This is not 
by privileging human needs over those of 
other species, but due to the recognition 
of the overwhelming responsibility ve.sted 


with humanity, of making a rational and 
equitable use of the planet’s re.sources. 

A commitment to equity must, before 
anything else, be a commitment to the 
livelihood security of the poore.si of the 
poor. This entails adequate, stable and 
.sustainable access to food, fodder, firc- 
wood, potable drinking water, health, 
hou.sing and education. 

Because we regard re.source depiction 
and waste disposal as significant phenom¬ 
ena, the concept of etiuity must include 
the interests of the generations yet to be 
born, it must incorporate considerations 
of inter-generational equity. For the de¬ 
cisions of the present generation regarding 
rates of exploitation affect the overall 
growth path of the macro-economy and, 
therefore, the kind of future bequeathed 
to coming generations. 

It is quite apparent that such consider¬ 
ations can be taken care of only if collec¬ 
tive control can be exercised over natural 
resources. 7'hat this is not automatically 
co-terminus with .state control is also fairly 
clear, especially following the long years 
of experience of various communist re¬ 
gimes. The crucial question is how wc can 
devise collective institutions and legal 
provisions which protect the social inter- 
e.st while being accountable to their 
members. The members are provided rights 
to use the rc.sourcc under collective regula¬ 
tion. according to ecologically sound and 
equity-based principles. The only feasible 
alternative to markets and the state acting 
in isolation seems to be local communities 
in a context of iictivc grass roots 
mobilisation (power from below) and 
strong administratve-lcgal action by hon¬ 
est and committed representatives of the 
.state (powerfrom above). This would open 
up a path of participatory development 
based on the active involvement of the 
people at every stage. 

Considerations of inter-generational 
equity also mc.in that wc cannot e.scape 
the quc.stion posed by the natural resource 
constraint on the sustainability of the 
overall growth path of the macroeconomy. 
as also the feasibility assc.ssmcnt of spe¬ 
cific development projects. Unlike con¬ 
ventional economists, we cannot simply 
assume that the natural resource base is 
cffectivelylimitIcss,followinginrinitc.sub- 
stitutability and technical progress. In so 
doing, we ignore the fact that the environ¬ 
ment performs the role of a life-support 
system for the economy, and that wc may 
irreparably harm this function in our 
mindless pursuit of growth. Comple¬ 
mentarity between natural resources and 
manmade capital and the fact that produc¬ 


tion and operation of the latter requite 
inputs of the former, imply that natural 
factors can become a binding constraint 
on the growth prrwess. 

However, this is not merely a question 
of the .scale of economic growth. Much 
more crucially for the nations of the South, 
it is a question of the structure of the 
economic prtK'css (incorporating differ¬ 
ent kinds of development projects) to Ire 
adopted by smaller economies and re¬ 
gions, each bounded by their own micro- 
and milli-ecosy.stems. Essentially, it im¬ 
plies an emphasis on devising location- 
specific interventions which fine-tune the 
development effort, to optimise the match 
Iretwcen varying natural resource (as also 
socio-economic) constraints and the pro¬ 
posed solutions. 

The real challenge before the economy 
can be seen as the innovation of techno¬ 
logies which, on the one hand, efficiently 
draw low entropy from the environment, 
and on the other, minimise the polluiion 
cau.scd through the expulsion of high 
entropy waste into the environment. The 
central concern of sustainable growth 
theory Itccomes the creativity with which 
an economy adapts to continuous changes 
in the environment, which can Itc exog¬ 
enous, a.saalso tlio.se cau.scd by the inter¬ 
action of the economic machine with the 
larger ecosystem. 

The creativity required is not merely in 
findi ng way s of i ncreasi ng supply but much 
more critically in reducing demand and 
regulating end-uses. Modern consiimerist 
society is characterised by an explosion 
of desire and demand. .So long a.s we do 
not question the emerging pattern of end- 
u.ses and pose the central question of 
efficiency of utilisation of our re.soiirecs, 
it will be absolutely impossible to end¬ 
lessly augment supply. Wc must realise 
that all steps to augment supply will come 
to nothing, if demand continues to rise at 
the rate it has, especially in the last three 
dccade.s. An integral clement of the con 
.servationisi approach has, therefore, to be 
a quantitative and qualitative regulation 
of end-uses and demand. 

In order, therefore, to operationalise the 
notion of sustainability some basic guide¬ 
lines can be enunciated' 

(a) The rateof regeneration of a renewable 
resource must be grcaiei than or equal to 
the rate of harvest; 

(b) Waste emissions should not exceed the 
renewable assimilative capacity of the 
micro-cnvironmtni; 

(c) rite rate of exploitation of non renew¬ 
able resources must always be less than 
or equal to the rate of creation of renew- 
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able substitutes; and 
(d) In ease an existing renewable resource 
is to substitute for a depleting non-renew¬ 
able resource, the rate of harvest of this 
resource must be strictly less than its rate 
of regeneration, to the extent necessary to 
permit this substitution. 

Finally, we must emphasise the need to 
adopt a multi-disciplinary approach which 
involves life sciences, physical sciences, 
earth sciences, .social sciences other than 
economics, and insights also fn>m the arts, 
philo.sophy and the humanities. Without 
such an orientation, we arc likely to over¬ 
look critical aspects of the economy-environ¬ 
ment interface, leading to Hawed policy 
decisions. 
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Food Security through Price Stabilisation 

Buffer Stocks vs Variable Levies 

P V Srinivasan 
Shikha Jha 

The Indian government has traditionally maintained buffer stocks as a means to stabilise domestic foodgrain 
prices. In the scenario of liberalised e.xternal trade in foodgrains, vvt’ examine the cost effectivene.'is of variable 
levies on trade as an alternative option to stabilise domestic prices. We find that the use of variable levies 
is much more effective in .stabilising prices and reducing food insecurity as compared to buffer stocks. Buffer 
stock operations are also found to be less effective in reducing food insecurity under free trade as compared 
to the case of autarky or no trade. 


I 

Introduction 

GOVERNMENT’S buffer stock policy 
plays an important role in tackling tnin- 
silory food insecurity through price 
stabilisation by transferring resources from 
peritxls of plenty to those of scarcity. 
Transitory food insecurity is caused by 
fluctuations in agricultural output, which 
are mainly due to uncertain weather con¬ 
ditions; a large fraction of the cultivated 
area lucks adcquule irrigation facilities 
and dci)cnds heavily on monscMins. Price 
stabilisation, achieved through buffcrstock 
operations, helps both consumers and 
producers. Consumption levels of food- 
grains arc prevented from falling to low 
levels during bad crop years by disallow¬ 
ing prices from taking high values (by 
leleasing grain in the market from buffer 
slocks). .Similarly, farmers’ income is 
prevented from falling to low levels by 
supporting prices at reasonable levels 
during years of good crop yield (by higher 
pmeurement and addition to stocks). Public 
stocks also address the problem of chronic 
food insecurity due to poverty through the 
operation of Public Distribution System 
(PDS), which distributes foodgrains at 
subsidised prices, and other welfare/pov¬ 
erty alleviation programmes. 

The efficacy of buffer stocking policies 
in dealing with transitory food insecurity 
is reflected in the stability of fuodgrain 
consumption and prices. However, it is 
becoming increasingly evident that 
.stabili.sation operations involving physi¬ 
cal handling of foodgrains arc fiscally 
expensive {see World bank 1 1999) among 
other recent studies]. The carrying cost of 
buffer stock has been rising at the rate of 
15 percent per annum in the 1990s. Storage 
losses arc high. There is shortage of gtKid 
quality storage facilities and mismatch in 
grain allocation to states leads to poor 
offtake, resulting in the rotting of grains 
in godowns. Increasing procurcmeni/sup¬ 


port price to farmers leads to mounting 
grain stocks causing adrain on the govern¬ 
ment's resources. The procurement inci¬ 
dentals. distribution and administrative 
costs, and ctirrying cost all put together 
fonn a high percentage of the actual pur¬ 
chase cost of grain (Table I). The eco¬ 
nomic reforms undertaken since 1991 have 
laid tnuch emphasis on curbing fiscal 
deficit. This implies that the increasing 
public ex|icnditurc on focKl subsidy mtiy 
not be sustainable in the future. There is 
thus a need to look tor aitcrnalives that 
impose minimal burden on public funds. 
In particular, it is important to examine 
the effectiveness ol buffer stock |iolicies 
as Indian foodgrain markets arc opened 
to world trade. Other in.strumcnts such as 
variable trade levies would become avail¬ 
able to the government under a liberalised 
trade regime. Would the latter alternative 
be more cost effective in maintaining food 
price stability, especially if the magnitude 
of levies has to lie consistent with the 
WTO agreement? These are some of the 
issues addressed in this paper using a 
multi-market, sirx-hastic dynamic model 
of rice and wheat for India. 

The rest of the paper is organi.sed as 
follows, in .Section I! we discuss the two 
alternative incchanisms that can be used 
to stabilise domestic grain prices. The next 
section gives a brief description of the 
model u.scd. In Section IV wc provide a 
comparison of outcomes under the two 
alternatives, namely, buffer slocks and 
variable levies. The final .section gives 
concluding remarks. 

11 

Two Alternative Mechanisms 

The buffer stock scheme involves slock¬ 
ing of foodgrains by a government agency 
(such as the Food Corporation of India 
(FCI)) through purchases made at a fliwr 
price (e g, a prc-announced minimum 
support price). These stocks are depleted 
through .sale of grains in the market at a 


ceiling price to check prices Irom rising 
during (rcriods of scaicity. The floor and 
ceiling prices together constitute a price 
band and the buffer stock operations arc 
meant to maintain market prices within 
this band. That is. the government prevents 
price from falling below the floor level by 
buying grain from the market and adding 
to its slocks. Similarly, if the price goes 
beyond the ceiling price then it .sells grain 
in the market by depicting its slocks until 
the price is driven down to the ceiling level. 
This priK Css is however subject to storage 
constraints. Ifstoragc capacity is exhausted 
then it cannot defend the fltxir price. Simi¬ 
larly, the ceiling price cannot be defended 
when stocks get completely depleted. 

Physical storage of grain by government 
agencies cun lead to several inefficiencies. 
For example, public procurement of grains 
for building up sKKks generally hinders 
free internal movement of grains. The 
government fails to recognise the comple¬ 
mentary role that private storage can play 
in stabilising prices. It assumes that pri¬ 
vate storage is a result of speculative 
activities and has a destabilising influence 
on prices. It therefore places restrictions 
on private storage. For example, under the 
Essential Commodities Act, upiier limits 
arc specified on the amount of stocks 
held by private agents thereby presenting 
them from reaping economies of scale. 
C.’ost of holding stocks by private storage 
agents is further increased by imposing 
Selective Credit Controls which require 
minimum margins and cotniiiodity speci¬ 
fic interest rates thereby restricting avail¬ 
ability of credit. Private storage does not 
necessarily destabilise jiriccs. If govern¬ 
ment, for example, prevents prices from 
becoming cxcessi vcly high by resorting to 
imports, speculative expectations of pri¬ 
vate trailers remain stable [Balakrishnan 
and Ramaswami 199.^]. 

.Since government agencies usually have 
a soft budget constraint, they do not have 
inanlives to carry (xil cost-saving nxa.suics. 


Economic and Political Weekly November 20, 1999 


3299 



r-IGIJKF. 1: OlMliLATIVIi DlSTRIBliTIONS Of CONSi.'MPnON AND IhuHlUCER REVISNUC UNDER DlFTEKENT OPTIONS 



('oiisumptioii- riic+whcat (million lonncs) 
o No pni.i; stab - free trade A Buffer .stocks-tree trade 
□ Vaiiahic levies 



75000 Pioducer Kevenite (Rs crore) 


o No price stab-free trade A Buffer stuck-s-lrcc trade 
□ Variable levies 


(iriiin hisses are reptirled to be larjie during 
irtinsil as well ns under storage. Based on 
tross-etiunlry compari.son fCnudsen and 
Nash (1WD), lor example, show that price 
stabilisation can be achieved at lower costs 
by .schemes that do not require physical 
handling of the cotrirntxltly. 

Under liberalised private cxtcrniil trade 
the government can impo.se variable lev¬ 
ies on trade in such a way as to keep prices 
within the price band. With this option the 
government cun avoid costs nsstK'iatcd 
with buffer stock operations such as pio- 
ciireiticnl, storage, transportation atid 
htindling of grains. In the case of :i net 
impoiiiiig(exporting)country,forcxample, 
a variable import tariff (export tax) can be 
iisetl to maintain a price t>and. When 
international prices are low, the import 
liiriff is fixed high in order to provide price 
support to domestic producers. When 
international prices rise, the import tariff 
is progressively reduced, eventual ly to zero 
when prices go above the domestic ceiling 
price. One could of ctiurse prevent the 
latter |)ossihility by subsidising imiuirts. 
Thailand followed the practice of taxing 
exports until 1990. During shortages in 
the world market when prices were high, 
it raised taxes and restricted exports to 
prevent doiiiestic price rise. Similarly, 
export taxes were loweicd during periods 
of low world prices. Malaysia, which is 
a net cxportei of rubber anil palm oil, for 
example, sets expoit taxes on these com¬ 
modities according to a progressive sched¬ 
ule based on the amount by which the 
actual export price c.xcceds a ceilitig price. 

A variant of the variable Itiriff scheme 
is the buffer fund scheme. When the world 
price of a commodity is high, a taiiff is 
levied on exports and the proceeds are put 
ill a fund to be paid out as a subsidy when 
the world price is low. This scheme is used 
in Papua New Guinea, Cote d'lvoric and 
South Korea. In the Indian ca.se, foodgrain 
output in normal weather years is high 
enough to sustain domestic demand. I'hus. 


India is neither a regular ex|K>rter nor 
importer. Its direction of trade is deter¬ 
mined by the vagaries of weather. Tlius, 
price stabilisation through variable levies 
may require import tax/subsidy or export 
tax/subsidy de)x:nding on the direction ol 
trade and on the level of world prices 
tel itivc to domestic prices. These levies, 
however, have to be compatible with our 
commitments to GATT. 


So far the Indian government has pre¬ 
ferred domestic buffer stocks to external 
trade in its price stabilising operations. 
This is partly due to the apprehension that 
foreign markets can be unreliable sources 
of .supply and demand, and the higher 
price variability in these markets may create 
greater instability in domestic prices. The 
coefficients of variation (calculated as 
deviations from trend for the perio'd 


'rMII.I. t: Costs III Ol'tk \11<).S Ol nil; PUS/ PkiX IWhMLNT Sy.sii-m 

(R\/iluinliil) 


Year 

Piircbiisc 
Cost + 
Procurcmcnl 
IniTdeiilals 
(1) 

Procure¬ 

ment 

Price 

(2) 

Procure¬ 
ment Inci 
ticnials 
(3) 

(1) - (2) 

Dtslii- 

bulinn 

Cost 

(4) 

Administiative 

Cost 

(5) 

(3 )+ (4) 

f arrying 
(’list 
(6) 

Total 
Cost as 
Pci Cent ol 
(2) 

1.5) f (6) 

1989-90 

302 

276 

26 

Rico 

63 

89 

46 

49 

1990 91 

345 

306 

39 

75 

113 

43 

51 

1991-92 

3X3 

.343 

40 

72 

113 

70 

53 

1992 9.1 

■131 

403 

28 

88 

I 16 

88 

51 

1993-94 

502 

437 

65 

103 

168 

88 

59 

1994-95 

577 

537 

40 

117 

157 

116 

51 

1995 96 

623 

597 

26 

115 

141 

103 

41 

1996 97 

695 

662 

33 

101 

134 

1.33 

40 

1997-98 

719 

686 

33 

146 

179 

167 

50 

1998-99 

(estimates) 809 

776 

33 

171 

20-1 

171 

48 

1989-90 

.123 

183 

40 

Wlieal 

63 

103 

46 

82 

1990-91 

241 

215 

26 

75 

100 ■ 

43 

67 

1991-92 

269 

225 

44 

72 

116 

70 

83 

I9S32-91 

317 

275 

42 

88 

129 

88 

79 

1993-9-1 

431 

330 

lOI 

103 

205 

88 

89 

1994-95 

447 

3.50 

97 

117 

■214 

116 

94 

1995 9(1 

45S 

360 

98 

114 

212 

103 

87 

1996-97 

4()9 

380 

89 

no 

199 

133 

87 

1997-98 

551 

455 

96 

121 

217 

167 

84 • 

1998-99 

(estim.ilcs) 653 

510 

143 

155 

298 

171 

92 


Noiev. I Since diiia on procurement price ol rice is not available after 1995-9(1, wc assume 
pro -iircmcnt incidentals to be at Ihc average IcveJ during 1989-90 to 1995-96 (except for 
the oullier l9*)5-94). The pioeuremcnl price is then obtained as the residual Irom the sum 
total Ilf purchase cosi and priKurement iiicidcntal.s. 

2 In case of wheal it is assumed that in the calculation of puivhase cost plus procurement 
incidentals, the government uses ihc previous year's priKiiremcnt prices (before being 
revised lor the coming linancial year). This assumption is based on the following 
considerations, (i) the numbers in the budget documents are estimates fur die next year 
(.•\pril-Miirch) which coincides with the crop year for wheat; and (ii) Ihc crop year 
(Oclolicr-Scpicmber) for rice means that its procurement price existing at the time of the 
budge; would have alre<Tdy been announced for that year. 

Siiurii-. Jha and Srinisasan (1999b). 
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1964-65 to 1994-95) of domestic market 
prices of wheat and rice are respectively 
8.22 and 6. IS |>ercent. The corresponding 
numbers for their border prices are respec¬ 
tively 18.45 and 34.75 percent. The lower 
volatility of domestic prices could be partly 
due to price interventions by the govern¬ 
ment. Therefore, the compari.son is valid 
only if wc consider the inherent volatility 
in domestic prices which would prevail in 
the absence of government intervention. 
Countcrfactual simulations show that even 
in a situation where there is no govern¬ 
ment intervention and the economy is 
closed, domestic price variability is lower 
compared to world price variability. The 
coefficients of variation of the domestic 
prices of rice and wheat work out to 16.7 
and 13.9 percent re.spcctivcly which arc 
still lower than the corresponding num- 
bers for the border prices. This is because 
price variability is determined not ju.st by 
supply but also the demand factors. 

Due to fears such as those expressed 
above, India has not effectively used 


foreign trade in foodgrain to reduce 
stabilisation costs. Import of foodgrnins 
is canalised through the FCI. Exports are 
subject to quotas and arc required to fetch 
a specified minimum export price. In most 
other developing countries also participa¬ 
tion of private agents was not allowed 
until the late 19S0s and the early 1990s. 
This situation has however changed i>f 
late. Bangladesh, for example, permitted 
private foreign trade in rice. Pakistan abol¬ 
ished government monopoly in export of 
rice, and Thailand ulxilishcd export tax on 
rice. In India too, controls on external 
trade have been relaxed in recent years due 
to the mounting stocks of foodgrains with 
the government. The reform.s have led to 
removal of restrictions on agricultural 
exports and the Ninth Plan stresses more 
extensive use of external trade in manag¬ 
ing grain snrplnse.s and shortages. Under 
.such a scenario variable levies (ta.xc.s/ 
subsidies on trade) which promote exports 
during glut and imports during shoiiagc 
can be used as an effective price stabilis- 
Tahi I- 2. Modi i .Sn ( iiicArioN and 1‘akami ii ks 


ing mechanism. However, in order to take 
full advantage of emerging opportunities 
in international trade, there is a need for 
more openness and competition, consumer 
orientation, quality consciousness, time¬ 
liness and reliability. Removal of rcstric- 
tion.s on trade also needs to be comple¬ 
mented with better port and other infra- 
stnicturc facilities. 

Ill 

The Model 

11ie different alternative mechanisms of 
price stabilisation arc analysed using the 
mvKlel descrilK'd in Table 2.' It is a multi- 
market, stochastic dynamic simulation 
model for rice and wheat with the follow¬ 
ing main fcatuies. The demands for rice 
and wheal are determined simultaneously 
ba.sed on their relative prices, taking into 
account substitution possibilities in con¬ 
sumption. Aggregate supply response tor 
each cereal is assumerl to de(X*nd on own 
cxjxicted future market price with pioduc 
ers having rational price ex]x:ctations. 1'hc 


Duir.cslic demand d = a -r b p"*" -f c 

(income is assumed to lx- fixed) 

A 

Domevlic output Planned oiilput; y = a -r b|b ,(p,,,)] 

KoalizctI Diilpnl: y = > -r ^ 


The own pnee elaslicilics of deniund for rice and 
wheal arc res|)eelivcly -O.Sl and ■ O.SSuiidtheeuis', 
price elaslieitios aic rcs|H-elivcly 0 072 and O.IV. 

Price claMicilics ly'supply (planned output) are .!(> 
for rice and .00 loi w'lieal. ^ is the devialioii froni 
pianiu'd oiilpul (iciici'aled randomly. 


(iovenimem sloiuge rule Deplete .slocks (Asp”) if p* > 

Add to sliK'ks (Asg’j if p* > p'"" 


I he ina»nmidcs are chosen >o tlial p'' is williiii 
the price hand, p" is the iiiarkul ei|uilihriiim piis-e, 
p'‘'r'' and p'"" arc ceiling and IIimii prices of the 
price band. 

('apacily constiuinl on total sloiage is .tO million 
tonnes. 


Private storage 


Import trigger price 


Hxport trigger price 


rxports (X) 


Imports (m) 


Variable levies 


.Salisfics the arbitrage equations obtained 
from expected prom maximisation. 

(1) p,-r k( (l-tr)-' E,(p,^l).sp, = 0 

(2) p,-r k - (l-fr) 'l-,(p,^,).sp,>0 

p?' = pj’ (1+ import margins) 


Pj = (' - export margins) 

It p* > p* then X = 0, otherwise x = (p* - ft, 
where the inverse export demand runetton tui the 
rest of tlic world is uken as p* = U| -i- a 2 x 

If p* S p"* then m = 0. otherwise m = fp’ (l| )/(J 2 , 
where the inverse import demand funeliun for India 
is taken as p"' = (), + p, ni 

Import subsidy is positive wlicn ni>0 and p' lends 
to go above p'''®’*. 

Import tax is positive when m>0 and p* tends to go below p'^'*. 
Export subsidy is positive when x>0 :ind p* lends to go below 
Export tax is positive when x>0 and p* ici; Js to go aliove 


I*, is the eurreiil price, k tlie margin.il cost of storage 
services (Ks .‘>2 (ter quintal), H,(p,,,) the expected 
liitiire puce, r the interest rale (O.l) anil Sp' the 
amount of private storage. 

p*' is the bolder price generated <andoiid> tin|Xiil 
mill gins are I."' .ind ,16.7 (icr tcnl of border price 
respectively loi rice and wheat. 

Export margins are 5 and ‘7 |)cr cent of border piK-e 
respectively foi rice and wheat. 

The elasliciiy of pi ice with lespcet to ex|>orts is (i. 14 
lor rice and - 0 001 for wheal. 


The elasticity of price with rcspeci to imjxirt' is 
-0.14 for rice and -0.001 lor wheal. 

Tlic niugnitiidcs are elniscn so lli.il |i'’ is witliin the 
pi ice hand. 


pli.w 


Commodity balance d, + sp, -v (Asg* - Asg",) + (x, - m,) - (y, * sp,,,) = 0 


p* IS computed such that commodity balance 
coiidiiioii holds. 
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government is assumed to maintain prices 
within a specified price band through either 
buffer stocks or variable Icvies/subsidies 
on trade. In the ca.se of buffer stocks, there 
arc storage constraints. Limited capacity 
for physical storage of grain puts an upper 
hound on gos'crnment .stocks. Also the 
closing stcxiks cannot be negative. Thus, 
it may not lie possible to keep prices within 
the price band whenever these storage 
constraints become binding. In the case 
of variable Icvies/subsidies, however, there 
are no constraints on the tax/.subsidy levels 
and hence prices arc always maintained 
within the specified price band." The 
government’s price stabilisation 
programme takes into account the private 
storage behaviour. Private storage agents 
are assumed to be risk neutral and have 
rational price expectations. The govern¬ 
ment also takes into iiccouiu the depen¬ 
dence of world prices on the magnitude 
of India's cxports/iintnirts. .Since India is 
a large country with a large output and 
consumption base the magnitude of its 
trade can form a substantial percentage of 
world trade. One cannot therefore assume 
that any amount of grain can be exported 
or imported at a given world price. The 
world rice market is especially very small 
and the amount traded by India lornis a 
considerable proportion of total world 
trade. 

The direction ol trade is determined 
endogenously in our tnodel ba.scd on the 
realisations of dotnestic output anil world 
prices, fixp'orts take place whenever do¬ 
mestic market price fulls below the export 
trigger price and imports take place if 


Figure 2: Tkade-Oee between Food iNsecuRnY and Siabilisation Costs 



Stabilisation costs (Rs crorc) 

o ButTcr stocks-frec Hade A Buffer stocks-autarky 

□ Variable levies 


market price rises beyond the import trig¬ 
ger price. ' Export trigger price is obtained 
by first converting f o b price to domestic 
currency units then subtracting the port 
charges (export margins) and domestic 
trade and transport margins. Similarly, 
import trigger price is obtained by con¬ 
verting the cif price into domestic cur¬ 
rency units and then adding handling costs 
at the port (import margins) and domestic 
trade and transport margins. 

Under normal weather conditions do¬ 
mestic output levels of rice and w'hcat arc 
nearly sufficient to meet the domestic 
demand for these grains. Depending on 
weather fluctuations the country faces a 
situation of deficit in some years and 
surplus in some others. Thus, unlike most 
other countries. India is neither a regular 
importer nor exporter. Given the domestic 
demand for these grains and the export and 


import parity prices, trade will not take 
place quite often even without any restric¬ 
tions or controls on international trade. 

There arc two sources of price volatility 
in this model: weather induced shocks to 
domestic foodgrain production and fluc¬ 
tuations in world (border) prices of 
foodgrains. Fluctuations in domestic out¬ 
put and world prices are modeled using 
the joint probability distribution of devia¬ 
tions of actual from estimated output of 
rice and wheat, and the deviations of border 
prices of rice and wheat from their cor¬ 
responding trend values. These distribu¬ 
tions are generated ha.scd on historical 
priKluction and price data for 1964-6.5 to 
1994-95. Given these pnibability distribu¬ 
tions, realisations of these deviations for 
the simulationexcrciscs are obtained using 
a random number generator. One thousand 
Simulations are conducted fur each of the 


Tahi;- OuinsMis undi.r AnEnsATivi. Frke .Siaiui isatiov Programmes as CoMi'ARriiTO ‘Wmioirr Prht SrABii.iSATios' .Scenarios 


Williout IVicT IVicc Slahili.salion with a Price Stabilisation with a 

Sliiliitisiilion_Narrow I’rice Band Broad Price Band 


Buffer Stocks_ Variable Buffer Stock.s Variable 



Free 'frade 

Autarky 

Free Trade 

Autarky 

Levels 

Free Trade 

Autarky 

Levels 

Price .ariuliilKv laveragc CV of nee and wheat) 

0.1.16.) 

0.1531 

0.1238 

0.1093 

0.0535 

0.11*75 

0.10.38 

0.0867 

f'li'iyiicni V iliMrihtiliim of urain cimtimu'il 

Piobabilily that lice -I- wheal euiisumptioii lulls 
below (million tonres) 

12.S 

0.777 

0.672 

0.917 

0.9*70 

0.811 

0.969 

0.992 

0.810 

120 

0.49.) 

0.311 

0.493 

0.3 r; 

0.000 

0.511 

0.476 

0.846 

11.1 

0.244 

0.270 

0.242 

0.231 

0.000 

0.244 

0.200 

0.000 

110 

0.1.)il 

<1.1.50 

0.113 

0.110 

0.000 

0.126 

0.097 

O.OOU 

lOS 

0.059 

0.103 

0.047 

0.079 

0.000 

0.053 

0.058 

(1.000 

Average consumpliuii (million tonnes) 

Fm/ufiicy di.Mrihution oj Jamicn' mvitue 

119.2 

119.5 

118.8 

Il8.t 

123.7 

118.3 

118.3 

121.0 

Probability tlial revenues fall liclow (Rs eiorc) 

90.000 

0147 

0.766 

0.467 

0.509 

0.959 

0.473 

0.445 

0.698 

SS.tKIO 

0.49.) 

0.427 

0.298 

0.085 

0.817 

0.290 

0.088 

0.613 

80.(KK) 

0.138 

0.069 

0.123 

0.035 

0.436 

0.0*78 

0.027 

0.209 

7.S.0(H) 

0.022 

0.000 

0.035 

0.010 

0.158 

0.010 

0.002 

0.000 

Average prodiicci revenue (Rs ciore) 

90521.3 

86684.0 

91415.0 

90035.0 

80603.3 

92200.0 

89748.0 

85504.9 

Average government costs (Rs erore) 

0.0 

0.0 

840.0 

756.0 

2803.0 

383.0 

846.0 

737.0 


Note: Government costs here refer lo only tho.se incurred on price .stabilisation operations and nut those on PDS and other welfare programmes. In the 
broad price band the flmir and ceiling prices ate respeclisely (8.50.9.S0) for rice and (4..1(),S50) for wheat: und in the narrow band (8,71,889) for 
rice and (4,6.S.475) for wheat, prices c.'tprc.ssed in ru[iecs per quintal. TTie figures presented here are annual averages. 
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alternative policy scenarios. The mean 
values, variances and the frequency distri¬ 
butions of different variables arc obtained 
to comment on the efficacy of the price 
stabilisation options considered in this 
paper. 

IV 

Evaluation of the Two Alternatives 

We examine belovt' the implications on 
food security and other variables of the two 
alternatives of price stabilisation, buffer 
stocks and variable levies. Under each of 
these alternatives we consider two dif¬ 
ferent price bands. A broad price band where 
the flour and ceiling prices re.spcctively are 
given as (8,50.950) for rice and (4,50,550) 
for wheat; and a narrow band, (8,71,889) 
for rice and (4,65, 475) for wheat. The 
prices arc expressed in rupees per quintal. 

An important aspect of a price band 
policy is the specification of the band 
itself. Usually a target price is defined 
around which stabilisation is sought. 
Margins are then specified in order to 
obtain the price band around this target 
price. Countries that insulate their econo¬ 
mies from foreign trade can choose the 
target price to be based on cost of pro¬ 
duction ora price that coiTesponds to some 
normative level of foodgrain consump¬ 
tion. Countries that are open to foreign 
trade can link the target price to world 
price. For this study we have taken the 
actual prices prevailing in the ba.se year, 
1995-96, as the target prices. 

The implications of using each of the 
alternative mechanisms on food security, 
government costs, etc, are obtained by 
comparing the results under each scenario 
with those under a reference scenario where 
there is no government price stabilisation 
programme. Consumers derive benefits 
from lower average prices and reduced 
risk of ftxxl insecurity (lower chances of 


foodgrain consumption falling below 
average levels). Producers derive benefits 
from higher average revenues and lower 
price risk due lo lower price variability. 

Price variability is measured by the co¬ 
efficient of variation (CV) of price, which 
is defined as the standard deviation of the 
price outcomes divided by the average 
price. A simple average of the coefficients 
of variation of rice and wheat prices is 
taken to represent the combined measure 
of price variability. That is, equal impor¬ 
tance is assigned to both the cereals since 
both of them occupy equally important 
place in the domestic con.sumption and 
production baskets of cereals. Food in¬ 
security is measured by the probability of 
consumption of rice plus wheat going 
below a certain minimum level. 

Effects on food insecurity, fanners’ 
revenue and ){OYernmenicost.s:F()ri\givcn 
price band the variable levies option pro¬ 
duces greater price stability us compared 
to buffer stocks (Table 3). This is partly 
due to the fact that storage con.straints 
under buffer stocks are more restrictive 
than the constraints on trade levies under 
variable levies. However, the government's 
price stabilisation costs are higher with 
variable levies. Oovemment's net costs 
under the option of variable levies arc 
positive on an average since it needs to 
subsidise imports more often than taxing 
exports. Benefits to consumers are higher 
under variable levies in terms of the risk 
of food in.sccurity being lower (Figure I). 
Producers are however worse off under 
variable levies. The probability of farm¬ 
ers’ revenues taking lower values is much 
higher and the average revenue is also 
lower compared to the ca.se of buffer stocks. 
These results hold under both broad and 
narrow price bands. 

The price stabili.salion options consid¬ 
ered in our study lead to varying levels 


of price stability and government co.sts. 
The same price band used under a differ¬ 
ent .scenario yields a different level of 
price stability and implies a dilfcrcnt level 
of costs to the government. Thus, supe¬ 
riority of an option over the other will 
depend on the level of price stability that 
is achieved. Fixing either price variability 
or costs to govemmciit at the same level 
across thc.se alternatives would make their 
comparisons straightforward. This how¬ 
ever is nu| feasible in a price band sta¬ 
bilisation model. In order to make uncon¬ 
ditional comparisons, we therefore com¬ 
pare the curves depicting trade-off be 
tween food insecurity and government 
costs; greater food security being associ¬ 
ated with higher costs. Figure 2 shows that 
the option of variable levies is superior to 
that of buffer slocks since the trade-off 
curve for the former lies completely below 
that of the latter. That is, at any given level 
of stabilisation costs, fixKl insecurity is 
higher under buffer stcK'ks.'* 

Implications of jree trade for price 
stabilisation policies: Buffer slcKk o|x:ra- 
tions arc relatively ineffective in reducing 
food in.sccurity under free trade as com¬ 
pared to the case of autarky (Fig ire 2). 
Public storage costs arc higher undci free 
trade due to the .significantly higher average 
public wheat stocks in this case. With 
liberalised external trade, mean rice |>ricc 
increases and government rice siock.s 
dccrca.se on an average ns there is lesser 
need for price support. However, the price 
of wheat declines and government stocks 
of wheat rise. The curves depicting the 
tratle-off between lood insecurity and 
public costs of buffer stocks have dif¬ 
ferent sio|ic.s in the free trade and autarky 
.scenarios (Figure 2). The trade-off curve 
in the free trade case is flutter indicating 
the relative ineffcctivencssofbuffcrstocks 
in this case in reducing food insecurity. 
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The jxtssibilily «f private trade under a 
liberalised trade regime can frustrate 
government’s efforts to stabilise prices 
through buffer Mocks. There have in fact 
been instances where the government was 
forced U) import substantial amounts of 
grain despite releasing large amount of its 
sttK'ks in the market. In the absence of 
restrictions on trade or contrt)! over private 
stockholding, it may be profitable for 
traders to buy from the tnarket and either 
export or store. In our own exercise we 
fitid that due to the petssibilily of private 
imports, public stock depletion is less 
frei|ucnt as compared to the case of autarky 
and the government is forced to hold more 
stocks. Thus, govcnimcnl costs arc higher. 

The above result ncctl not however be 
a matter of concern since traile liberalisa¬ 
tion as such is found to reduce food in¬ 
security (Figure 3). Farmers’ revenue, on 
an average, is higher under free trade. 
However, the pmbability that revenue takes 
low values is al.so higher in this case. 
Results from this mmlcl show that freeing 
of trade not only decieases domestic price 
variability hut also contributes to world 
price stability. This iscontrary tothc general 
belief that since world prices arc much 
more volatile than domestic prices, link¬ 
ing the latter to the former through fiee 
trade has a potential risk of exposing 
domestic producers and consumers to 
greater price instability. In general, price 
variability under free trade is sensitive to 
the correlation between movements in 
world prices and domestic output. With 
a [tositive correlation (i e, high domestic 
output associated with high world prices), 
as is the case for India, there is a big 
reduction in domestic price variability. 
When the correlation is jx;rfcctly negative 
(i e, whenever domestic output is high, 
world prices arc low), there is an increase 
in price variability although the magni¬ 
tude of increase is small (sec Srinivasan 
and Jha 1 W‘) for more details]. Free trade 
is also less likely to hurt domestic produc¬ 
ers as the magnitude of trade is a small 
fraction of domestic consumption. The 
main rca.soti for this is that world prices 
arc likely to be elastic to the amount traded 
by India. 

V 

Summary and Conclu.sions 

There is a growing pressure on the 1 ndian 
government to reduce its fiscal deficit as 
a result of the ongoing reforms programme. 
Expenditures on several items including 
those on food subsidies are theiefore sought 
to be reduced through appropriate policy 
and administrative refonns. In particular, 
a need has been felt to look for cheaper 


alternatives for food price stabilisation, 
since the costs of government’s buffer 
stock operations have been on the rise in 
recent years. The liberalisation of external 
trade in foodgrains as a result of GATT 
agreements has given rise to a new option 
for price stabilisation, namely, that of vari¬ 
able levies. In this paper we therefore 
evaluate the effectiveness of this option 
in comparison to buffer stocks in terms 
of price stability and food security levels 
that can be achieved. The model used for 
this purpo.se is a stochastic dynamic simu¬ 
lation model, where the goveniment’s price 
stabilisation programme takes the form of 
a price band policy. The main features of 
the model include endogenous determina¬ 
tion of the diiection of trade, incorpora¬ 
tion of the large country assumption by 
which world prices become elastic to the 
magnitude of trade by India, modeling of 
private storage behaviour and the inter¬ 
action of rice and wheat markets in a 
multi-market framework. The following 
are the main results derived from the 
simulation exercises. 

The option ol variable levies turns out 
to be superior compared to buffer stocks 
in stabilising prices undcrliberaliscd trade. 
This is the ca.se despite the restrictions 
applied on variable levies (due to GATT 
commitments) that export subsidies and 
import taxes cannot be positive. While 
consumers are better off with greater food 
security under variable levies, producers 
tend to be worse off with greater risk of 
obtaining lower revenues, compared to 
the buffer stocks .scenario. 

Buffer stocks turn out to be less effec¬ 
tive under free trade compared to the case 
of autarky (no trade). However, liberalisa¬ 
tion of trade in foodgrains as such reduces 
domestic food insecurity even in the 
absence of a price stabi lisation progruttime. 
Domestic price variability is reduced al¬ 
though international prices are much more 
volatile than domestic prices. There is in 
fact an increase in the world price .stability 
itself. 

Notes 

I An earlier vcrsiuii uf ttiis paper was prcseiucd 
at me wot t:.sliop on ‘FooUgroin Marketing Policies 
to Meet Food Seeurity Needs in the 2 l.st Century', 
co-ordinated by Government of India, Ministry 
of FotkI ai’d Consumer Arfairs, the Woild Bank 
and the National Society for Ptomolton of 
Development Admtnistration, Research and 
Tiaining, June 14-I.S, 1999, Dchradun. We 
gnuefully acknowledge comments reecised fioni 
Dccp,ik Ahluwalia, Dina (imali-Deininger and 
Ahhijit Se.i. However, we take responsibility for 
any errors.) 

1 Jha and .s'rinivasan (1999a) provide greater 
details on the model and computatinnal 
ptueedures used. 


2 There can however be some exceptions. Fur 
example, assume that a drought in the home 
counuy occurs at the same time when the rest 
of the world faces a drought situation and 
physical reistrictions are imposed on exports by 
countries in the rest of the world. Then, no 
matter how high the i mport subsidy is, domestic 
prices may not be brought down. Such situations 
arc ruled out in our simulations. 

3 Hxport trigger price is defined as that domestic 
price at which the trader is indifrereiit between 
.selling a marginal unit in the domestic or world 
market. If the domestic price is lower than this 
level, it will sell it in the world market and vice- 
versa. Similarly, import trigger price is defined 
as that price at which the trader is indifferent 
between buying fnim domestic and intcmutionul 
markets. If domestic price is higher, it prefers 
to import. 

4 As npprrscd to the partial equilibrium model 
used here, the variable levies option is shown 
to lx; su|x;riurcvcn when the general equilibrium 
feedback of fuodgrain output Hiictuations on 
die rest of the economy is taken into account 
|see Storm 19991. 
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INTERNET IN SOUTH ASIA 


Promoting the Internet in South Asia 

Arun Mehta 
Shahid Akhtar 

This article provides an introduction to, and overview of the proceedings of a workshop organised hy 
the Kathmandu-based International Centre for Integrated Mountain Development (ICIMOD), entitled The 
Internet in South Asia: Opportunities and Realities', that took place in Dhaka in April 1999. The workshop 
was paid particular attention to how Internet u.wge in south Asia can be promoted in ways that benefit 
the lives of the poor. 


SOUTH ASIAN countries rank close to 
the bottom among the nations of the world 
in development. The Human Development 
Report, 1999, ranks Bangladesh at ISO, 
Nepal at 144, Pakistan at 13K, and India 
at 132 on its development index [UNDP 
1999], Within these countries, there is 
severe regional disparity as well. In parti¬ 
cular. the mountain regions face severe 
problems, because of weather, inacce.s- 
sibility and excessive exploitation over 
centuries. The people living in these 
isolated communities are burdened not 
just with poverty and illiteracy but al.so 
the decreasing viability of their tradi¬ 
tional livelihoods, due to environmental 
degradation. The Internet is becoming an 
increasingly important medium in distance 
education and telemedicine. For the 
physically handicapped, access to infor¬ 
mation technology can be very empower¬ 
ing, and similarly text-to-speech systems 
are invaluable for the blind. 

The Internet offers some hope to these 
regions: if problems of electronic access 
are overcome, the mountains could become 
ideal sites for tele work, offering low labour 
costs and far better living environments 
than the overcrowded and polluted cities 
of the plains. Ignoring the benefits that the 
Internet brings, would, in an information 
age, further widen the gap between these 
countries and the developed world. Such 
considerations explain why governments 
are devoting considerable resources in 
promoting the Internet, which today in 
these countries is only accessible to the 
elite fraction of a per cent that has a tele¬ 
phone, can afford acomputer and is English 
literate. ’ 

For there to be any hope that new techno¬ 
logies such as the Internet will make a 
positive difference in the lives of the 
inhabitants of the 140 million Hindu-Kush 
Himalayan inhabitants, government 
officials, policy-makers, researchers, 
donors, and development practitioners 
need to come together for dialogue, and 


develop, co-ordinate and implement appro¬ 
priate Strategics across the region. 

The Intcrnci offers a rare opportunity, 
since it bears the potential for increas¬ 
ing wealth, improving health and educa¬ 
tion in nations that learn to use it well. 
At the same time, it brings with it problems, 
as its inherent anarchy resists regula¬ 
tion and planning. Becau.se of this, suc¬ 
cess can only come to societies which 
engage in comprehensive discussion of 
the issues involved in promoting the 
Interact. 

Diias-\ Workshop 

I'hc Kathmandu-based International 
Centre for Integrated Mountain Develop¬ 
ment (ICIMOD). recognising these needs 
of the region, took the initiative to open 
up channels for regional discussion at the 
policy level among the players mentioned 
above. 

To facilitate this discussion, and to help 
look for solutions to the blockages in the 
path of the Internet in South Asia, in 
particular relating to those of the 
Hindukush-Himalayan bell, ICIMOD with 
the support of the International Develop¬ 
ment Research Centre (IDRC) organi.sed 
a woik.shop in April, 1999, in Dhaka on 
‘The Internet in South Asia: Opportunities 
and Realities'. The workshop brought 
together twenty four invited experts from 
governments, NGOs, industry, regulatory 
bodies and the user community in 
Bangladesh, Nepal, Pakistan and India. 
An innovative approach was adopted for 
this workshop, that made extensive use of 
the Intcrnci to cut costs and increa.se 
cflectiveness. A principal aspect of this 
was that prior to the face-to-face discus¬ 
sions in Dhaka, an clectntnic di.scu$siun 
took place for several weeks. 

This article proceeds to review both the 
process and outcome of the electronic 
discussion, and then goes on to report on 
the main focu:: and outcomes of the 
workshop, highlighting the project 


proposals that were put forward, and the 
progress since April. In this edition of 
Economic and Political Weekly (EPW), 
the 12 main country papers pre.scnted by 
participants at the workshop am! the 
highlights of the discussions have been 
condensed into three substantial 
companion articles. 

f 

Electronic Discussion 

The electronic discussion prior to the 
workshop was a mediated discussion, 
hosted at the Pan Asia Networking web¬ 
site.' It was o|x;n to participation to both 
experts an^ intcrc.sted individuals from 
the south Asia region and elsewhere. The 
expressed purpose of setting up this 
discussion list was to identify issues related 
to Internet usage and connectivity in and 
between countries in the region. Over one 
hundred people participated in the 
discussions, and the i.ssucs that were rai.scd 
contributed to forming the agenda for live 
discussion at the workshop. 

This 'e-discu.ssion' built up a network 
of people within the ragion who hud a 
shared interest, and al.so helped identify 
part icipants for the work.shop, and enabled 
to break the ice between them. The major 
points that were brought out in the 
electronic di.scussion were: 

(1) Aa i-„ss 

a) Cost: The high co.st of Internet access 
was best driven home by a Heeling 
subscriber who pointed out that a single 
day's mail from sasianet cost him about 
Nepali Rs. .50 (over one U.S dollar) to 
download. In a part of the world where 
poverty is very high, 'he cost of computers 
and their resultant poor penetration, 
connection charges and long-distance 
phone charges arc clearly a major limiting 
factor m the spread of the Net. As asolutioit, 
the piopagatioii of kiosks, multipurpose 
community centres and cybercafes was 
suggested, as also was the' use of older. 
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cheaper compuiers. Concern was also 
expressed at pntposals to increase local 
callcharges, which constitute a significant 
percentage of Internet access costs. 

b) Intranev. As a .solution to the cost 
problem, Nepal's Intranet project ‘Indreni’ 
aimed at providing affordable on-line 
information relevant to the country was 
discussed. However, it was calculated that 
the cost of providing international e-mail 
.should work out to not more than one US 
cent per day, which would be more than 
offset by the saving in corresponding (xisial 
charges. Uthcr advantages of the Intranet 
cited included easier navigation due to 
better organi.sation of the information, more 
focus on local content, better training 
ground, etc. 

c) Quality: along with the poor 
availability of the underlying telephone 
infrastructure, quality was also highi ighted 
as problems in Internet access. It takes a 
long time to obtain a phone which is often 
faulty and not repaired quickly all over the 
region. The .setting up of digital networks 
to bypass the conventional telephone 
exchanges was suggested as a means of 
improving this situation. 

d) Ownership: As an ultemute to cither 
government or private-sector owned 
backbones, the Iowa model (Vickram 
Crishna ct al 1999) was put forward, in 
which a high level of community involve¬ 
ment and ownership have resulted in the 
availability of state of the art connectivity 
in rural areas. The harm caused by mono¬ 
poly ownership and the lesultant corruption 
was pointed out. There was also some 
discussion of the new Indian ISP policy 
which has allowed private ISPs, and of the 
Nepali government allowing private sector 
international gateways via VSAT. It was 
ul.so |iointed out that in countries where 
the private sector set up ISPs, the growth 
of the I ntemet had been considerably faster, 
us for in.'itance in Nepal. 

e) Role of Government: The role of 
government in .setting proper policies for 
the promotion of telecom and the Internet 
was emphasised, including fast-track 
clearances, setting up of ISP exchanges, 
etc. At the same time, examples of 
signincant initiatives by individuals and 
the NGO and private sectors independent 
of government were also provided. 

0 Backbone: Who should set it up and 
for what purposes should it be used - these 
were some of the questions raised in the 
context of national optic-fiber backbones, 
suggesting that ISPs were hard pressed to 
compete for bandwidth against conven¬ 
tional voice traffic. George Gilder’s sug¬ 
gestion to use 'dark fiber’ in which custo¬ 
mers of different kinds could share the 


same strands even using different protocols 
was mooted as a possible way out. The 
absurdity of internal South Asian traffic 
being routed via Singapore and other 
countries was discu.ssed. 

g) Awareness: luick of awarenc-ss among 
governments, companies and individuals 
wa.s highlighted as a significant challenge 
to those promoting theintemet in the region. 

h) Gender : As a possible reason for 
higher male involvement with the Internet, 
it was pointed out that even during 
childhood, boys arc more interested in 
computers than girls, and that there was 
need to push computers more strongly into 
school curricula. To make it easier for 
women to use the Internet, it was suggested 
that kiosks be located at places where 
women congregate, such as schtxils and 
health centres. It was also pointed out that 
in some progressive IT companies, there 
were already far more women than men 
employed. 

i) Illiteracy: Literacy levels among the 
lowest in the w orld were cited as a serious 
Jimiting factor to Internet growth in South 
A.sia. 

j) Security. The physical security of 
telecom equipment such as telephone 
towers and rc|)caters has been under attack 
from Icriorists in some areas, with an 
impact on Internet services as well. 

(2) CoNn-NT 

a J Lan/iuage: Concern was expressed at 
the damage that F.nglish has caused to 
local languages and development. How¬ 
ever, there was also the feeling that a 
common language was needed fur global 
networking, and Rnglish was the dc facto 
standard (although it was pointed out that 
French and Spani.sh are the fastest growing 
languages on the Net), and that with a 
multiplicity of languages in somccountries 
in the region, there was no realistic 
alternative to F.nglish. As a handicap in 
the usageof local languages on the Internet, 
the lack of standardisation in keyboards 
and fonts, and the role of government in 
funding appropriate research, were 
highi ighted. Initiatives to enable automatic 
translation were also discussed. 

b) E-Commen e: The potential for this 
in the region was highlighted and several 
examples provided of how it is already 
making lui impact, however, the need for 
training of manufacturers of exportable 
products was emphasised, as also the need 
to overcome security concerns, and evolve 
a suitable policy towards encryption. 

c) Telephony: The pros (reduced prices, 
integrated services) and cons (fall in 
telephone company revenues) of Internet 
telephony were discussed. As an example 


of a company that has adapted to the 
changed communications paradigm, 
Telecom Finland Ltd was cited. 

d) Gender. Integrating literacy cathp- 
aigns, micro-credit schemes and suitable 
content for rural communities would make 
it easier and more useful for women to 
participate in the growth of the Internet 
in south Asia. 

e) Rural Information: Provision of 
suitable information. 

(3) Avenuks for Regional Co-operation 

a) Training: The shortage of qualiHed 
manpower, particularly in Java/(r+-F was 
highlighted, as was the suggested role of 
regional co-operation in mitigating it. 

b) Regional Backbone: It was suggested 
that Indian networks such as Emet and 
Nicnet might take the lead in setting up 
such a backbone to cut costs for traffic 
internal to the region. 

Some of these issues have been discussed 
at greater length in the accompanying 
papers on content, telecommunications and 
the Internet. 

11 

Preliminary Country Research 

It h,Td become clear via the electronic 
discussion, that the participants did not 
have adequate information about the 
situadun in each other’s countries to be 
able to evolve a regional perspective. 
Towards this end, it was decided to request 
participants to write country papers on the 
situation with regard to (i) the underlying 
telecommunications infrastructure, (ii) the 
situation of the Internet in the country, 
including the policy framework in which 
it operates, and (iii) the availability of 
locally relevant content. These are, of 
course, interrelated: unless there is access 
to the Internet, the availability of content 
is meaningless. At the same time, if such 
content is not available on the Internet, 
those with limited resources will not be 
inclined to invest in an Internet connection, 
even should one be available. 

'fhese country papers were circulated 
ahead of the workshop via the electronic 
mailing list. They showed that while the 
countries of South Asia face similar 
problems with the Internet, they have 
adopted very different models for its 
advancement: 

In Pakistan the private sector dominates; 
in India the government has so far been 
the monopoly service provider; in Nepal, 
the high cost- of international com¬ 
munications was sought to becircumvented 
by bringing relevant content to a country¬ 
wide Intranet, which can be accessed free 
of cost. Bangladesh has also been 
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temaricably innovative in bringingtelecom 
to the poor. The country papers prepared 
demonstrated clearly the considerable 
scope there was to learn from each other. 

Discussion Proceedings 

At the inauguration of the workshop, 
speakers from Bangladesh, India, Nepal 
and Pakistan, highlighted work that had 
already been done in geographic infor¬ 
mation systems and similar areas to provide 
locally relevant content and to u.se informa¬ 
tion technology in poverty alleviation. The 
critical relevance of wireless technologies 
in mountain and other remote areas was 
brought out. 

In his welcome address, Egbert Pciinck, 
the Director General of ICIMOD 
highlighted the huge information gap 
between industrialised and developing 
countries, and language barriers resulting 
in the voice of many people being excluded. 
He emphasised that much of the population 
of developing countries, particularly those 
in mountain communities, cannot afford 
even the most basic of technologies, i e 
the telephone. He urged participants of the 
w(<rk.shop to “shift the focus from the 
fascination with the technologies them¬ 
selves towards the often less interesting 
debates and decisions that will determine 
how thc.se technologies will benefit or 
disempower poor people”. 

Looking to the future, and attempting 
to lend focus to the workshop, the .speakers 
pointed at the possibility of income 
redistribution that c-commercc made pos¬ 
sible. Of course, a necessary prerequisite 
was the viability of Internet access to the 
poor - this, clearly, was to be top priority 
for the workshop. As a means of bringing 
such access to the poor ,thc participants 
were advised to keep in mind the role that 
NGOs could play, exemplified by an 
innovative example from Bangladesh 
given in the companion article by Rao, 
Rashid, Rizvi, and Subba (1999). 

Following the inaugural, the participants 
put forward their expectations of the 
workshop in intensive brainstorming. It 
was decided that the group would focus 
on identifying projects that would help 
promote the Internet and which had a 
strong regional character. This would allow 
the participants to continue to work 
together after the workshop, prevent 
the synergy built up from dissipating once 
the workshop was over, and ensure that 
the workshop produced more than mere 
words. 

The material discussed during the 
workshop is the subject of the three 
companion articles, included in this special 
issue of EPW: Vickram Crishna et al in 


their article ‘A Long Way to Go’ address 
the problems discussed in the workshop, 
in relation to management of telecom¬ 
munications, the need for quality infra¬ 
structure and appropriate governmental 
support. In particular, the article examines 
the regional technical capabilities and 
regulatory processes and issues. 

The article by Rao. Raj Bhandari, Iqbal, 
Sinha and Wahaj us Siraj concentrates on 
the topic of an overall framework for 
analysing the ISP market in South j\sia. 
and how initiatives could be put in place 
to provide a more jirogressivc ISP environ¬ 
ment, that would extend the Net beyond 
urban concentrations to reach and support 
rural communities. 

In the final article Rao, Rashid, Rizvi, 
and Suhbu emphasise the complementary 
need and urgency to develop relevant local 
content that is acce.ssible through search 
engines, and susiained through revenue 
generated for instance from on-line 
advertising. 

These articles provide a useful review 
of all the issues that formed the focus of 
the workshop, and include detai led recom¬ 
mendations of great relevance to policy¬ 
makers and others in the region. 

Ill 

Projects Formulated 

During the workshop, the participants 
decided that the must appropriate follow 
up to the discu.ssion in Dhaka would be 
to develop action-oriented, hands-on- 
progress and activities that address some 
of the main challenges and issues that hud 
arisen. Five practical project ideas emerged. 
Tliesc are: 

(1) Initiate satellite-based broadcasting 
of relevant Interact content, and promote 
Internet radio stations in ItKal communities 
that can then use these facil ities to broadcast 
to a wide audience, and develop the 
neccs.sary hardware and software for low- 
cost receivers. 

The Interact allows anyone to start a 
radio station at low cost - the problem is 
that poor people do not have access to the 
Internet. Just as .satellite broadcasting 
revolutionised TV, it could also become 
a means for large segments of the region’s 
population to access Internet content. The 
advantage of raditi is, of course, that it can 
reach even people who are illiterate*. In 
a later phase, these devices will be enhanced 
to allow bi-directional data How, allowing 
people to send and receive voice mail 
across the Internet. This will allow all 
computers and a large number of poor 
people in the region some degree of access 
to the Internet, promote the generation of 
local content, and the development of 


leading-edge Internet hardware and 
software in South Asia. 

(2) Promote the setting up of high 
bandwidth data communication backbones 
between the countries of the region. 

Railway, electricity, telecom and other 
authorities engaged in deploying optic fiber 
cables nationally should be encouraged to 
widen the network not only within the 
country, but also to expand connectivity 
Ixslwecn countries of the region. This will 
reduce the cost of communicating, 
encourage the sharing of content and 
promote trade between the countries of the 
region. A regional seminar to kick off 
these discussions was proposed. 

(.1) Conduct a pilot project to use tele¬ 
medicine for bringing high quality medical 
expertise to rural areas and to study its 
feasibility. The attempt will be to help 
local health professionals obtain informa 
tion on discuses they are unfamiliar with, 
provide patients with the option of a second 
opinion and obtain some of the many 
benefits listed in htip://www.dukc.edu/ 
-sjdl/pagewotwo.htinl. Again the 
emphasis will be on benefits to the poor. 

(4) Conduct a study on e-cominerce in 
the south Asia region, with a view to 
ensuring that the systems intrcxluccd in the 
individual countries arc mutually compat 
ibic, and address problems relating to 
poverty, illiteracy, etc. This will facilitate 
trade both within the region and outside, 
and enhance the likelihood of wide partici¬ 
pation in electronic commerce by all sec¬ 
tions of society. This is particularly impor¬ 
tant in light of the fear that e-commcrcc 
might exclude the poor, further increasing 
the gap between haves and have-nots. 

(5) Develop a blueprint for community 
tclc-ccntrcs. to see how they could tic in 
with distribution channels already in place 
for giMKis and services across the region, 
and to initiate their deployment where 
such projects arc not already under w'ay. 

In all the countries participating in this 
work.shop. the experience of the last di cade 
has demonstrated that making ordinary 
telephones available on a shared basis, 
through public call offices, has led to a 
dramatic increase in the number of (icople 
using telephony. Intcrconncclivity is the 
preliminary service, with the ultimate 
objective being the addition of consumer- 
oriented services to encourage early adop¬ 
tion among a very large user base. This 
entire hardware infrastructure rides on lop 
of the existing national and regional tele¬ 
phony infrastructure. It u.scs the facilities 
biiili and continuing to be built originally 
for voice telephony in a far more efficient 
manner foi transmission of converged 
digital data. Linking tclc-ccntrcs withexist- 
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ing pelrol pumps and other such distribu¬ 
tion centres will improve the financiai 
viability of these centres. Of course, this 
project will tie in very well with Item I. 

IV 

Areas Of Progress 

(A) A PROI-OSAI. TO CONNKT 

Rl'KAL coMMiismas 

A pmjcct which seeks to combine (1) 
and (5) above, has already been fonnulatcd 
and iscurrcntly being examined by funding 
agencies. In this, as a first step, community 
information centres that will combine 
computer literacy training facilities with 
low-cost audio-visual recording and 
editing .studios will be set up in villages. 
Here, the local people will be able to 
obtain computer literacy skills and 
information, easily produce content, and 
provide a variety of computer-related 
services to the local community, such us 
word processing, desktop publishing, e- 
mail, voice mail, personal photos for loan 
applications, accc.ss to government forms, 
regulations and other information. These 
centres will be equip(X^d with low-power 
transmitters that can cater to the local 
community. Where government regula¬ 
tions prohibit aerial broadcasting, lossy 
cable will be used - the power it leaks will 
be suffieient to reach the radio and TV sets 
of the piMir, yet the system will evaitc 
official censure by complying with the 
requirements of laws that regulate Cable 
TV systems. 

Where the community is large or 
geographically spread out, a satellite hut 
will be equipped with suitable computing 
and communication facilities, so that the 
courses taught at the community centre 
can reach a w'ider audience. This would 
also enable electronic discussion by com¬ 
munity mcmlvrs, so that those who are 
unable io walk Uhi fur can still participate 
in community debate. 

In addition to reaching the local 
community, content which has wider 
relevance will be uploaded to a website 
on the Intenicl, so that it can be jiccc.sscd 
by otherconmiunities and individuals who 
have accc.ss to the Internet. Of particular 
relevance here is the south Asian expatriate 
community in Euiope and elsewhere, 
which hopefully will be able to braier stay 
in touch with family and friends, and take 
keener interest in development projects 
back home. Towards this end, each com¬ 
munity centre will lie provided Intenict 
access over a wireless connection. As a 
means of telecommunications, this pro¬ 
ject proposes to make exlen.sivc use of 
ham radio, which is cost-effective and 


allows slow speed data communications 
as well. 

The community centre will be equipped 
with a satellite TV receiver, so that the 
community can receive commercial chan¬ 
nels as well. Given the rapid growth and 
falling costs in satellite-based com¬ 
munications, it should be possible to also 
fi nd a way to broadcast appropriate content 
from the local village channels to a far 
wider audience. This will be invc.stigated 
in the first phase, and implemented 
thereafter, if found financially viable. 

• 

(n) A PrOPOSAI. HOR a TELfiMhOICINK 
PlI.OT PROJECr 

In relation to (3) above, interested partic.s 
have alrcitdy carried out .some work on 
identification of possibilities and feasibility, 
resulting in a concept paper and project 
proposal for potential funding paitncrs. 
Propo.sals forpn»jects (2) and (4) suggested 
above are also currently being prepared. 

As the workshop title suggests, the 
Internet does indeed offer the couniries of 
the region several opportunities and threats. 
To take advantage of these opportunities, 
the countries need to continue aggressively 
their steps towards modcrni.sation of the 
telecom networks, involving NGOs where 
ix>ssible. There is an urgent need to find 
innovative ways to utilise modern 
technology in bringing the Internet to poor 
people, encourage the production of locally 
relevant conicni, and. most importantly, 
learn from the mistakes of each other and 
work togethci' towards these goals. 

Besides highlighting concrete steps that 
need to be l iken in this regard, the workshop 
has actually started the process of taking 
some of these steps. It has, in addition, 
also shown how the use of the Internet 
it.seif can make such workshops far more 
prcHluciivc and cost-effective. 

1‘O.STSCRIPT 

“The scenario suiTounding the develop¬ 
ment of the Internet in south Asia is fast 
changing. This is exemplified by the 
situation in Nepal. Since the time when 
the articles were written following the 
workshop in Dhaka, competition among 
ISPs in Nepal has increased greatly. The 
number of ISPs has increased from four 
to eight (with v further two seeking 
licences), osts have been cut in half, and 
unlimited iniemct access is now available 
for less than $ SU per month.’ 

Notes 

I Thi.s (liscus.sion is archived at hup;;//www. 
|xinu.sianotworking.org.sg/cgi-bin/majnrdonK)/ 
iwgalc.sa:,iuiict/.SASIANET/archives/ 
s,isianct.QKI()/datc/ 


2 Adult literacy rates per the UNDP Human 
Development Report were India S3.5 per cent, 
Pakistan 40.9 per cent, Bangladesh 38.9 per 
cent and Nepal 38.1 per cent. 
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Telecommunications Infrastracture 

A Long Way to Go 

Vickram Crishna 
Noor-ud*Din Baqai 
Bhoop Raj Pandcy 
Faziur Rahman 

This article examines issues relating to telecommunications infrastructure in four South Asian countries 
Bangladesh, India, Nepal and Pakistan. A review of the status of telecommunication access in these countries 
is pre.sented, followed hy a discussion of regulatory’ and control issues arising from the entirely new, and 
extremely vast, market space that is emerging from the synergised match between communications and 
computing technology today. The article concludes with policy recommendations in relation to (i) regulations, 
(it) private sector initiatives, and (Hi) the role of the telecommunication companies. 


1 

Introduction 

TtlE management of telecommunications 
in all the countries of south Asia began 
as organs of the state. Various masons exist 
for this choice: principal among these are 
the heavy investment needed to support 
a quality infrastructure and the ability to 
exercise governmental control. However, 
the imperatives of change make it 
necessary to review this position, as it has 
resulted in both inadequate investments 
and ineflleient use of whatever infra¬ 
structure has been put in place. 

Very rapid expansion of the technology 
capability and commensurate changes in 
the applications of this series of techno¬ 
logies in the past thirty years has made the 
ability of government corporations and 
departments to provide adequate services 
particularly constrained. New techno¬ 
logies, particularly the advent of large- 
scale radio communications and fibre-optic 
cable as an altcmati ve to traditional copper 
|)aircablc,makesitpossiblctodelivcr higher 
bandwidths to more geographical ter¬ 
ritories than ever possible. In turn, this has 
enabled applications to develop in capabi¬ 
lity and market space beyond imagination. 

The developing countries arc miw at the 
cros.sroads. Some of them, especially in 
the south Asian region, are poised with 
a huge army of technically trained, Engl ish 
literate forces. What they lack is a firsthand 
knowledge of the Internet and its applic¬ 
ation-oriented potential. Earlier, the major 
stumbling block in application develop¬ 
ment this area was the lack of financial 
muscle needed to address the market 
located mainly within the continental US. 
Today, the issue is far more fundamental; 
the ability to keep pace with innovations 
that arc being developed almost anywhere, 
and at the same time, bei ng deployed al mo.st 
anywhere. 


This article examines the issues related 
only to the technical and regulatory issues 
pertaining to the problems arising from 
the entirely new. and cxtrcniel) vast, market 
spaces that isemorging from the syncrgi.scd 
mutch Ixitwccn communications and com¬ 
puting technohtgy today. In the following 
sections of this article, the current status 
and challenges facing Bangladesh, India, 
Nepal and Pakistan, are explored in the 
context of this fast-changing .scenario.' 

II 

Bsickgruuiid 

The south Asian region has had a 
telecommunications infrastructure since 
the mid-nineteenth century. The concept 
was introduced formally in 1853, although 
it may only have been implemented in 
1856. This period marked the ending of 
the suzerainty of a private organisation, 
the East India Company, over much ol the 
land area of this region. Tlic British govern¬ 
ment formally took over direct control 
subsequently, and an act of parliament 
was passed in 1885. This legislation, the 
Telegraph Act of 1885, unfortunately still 
operates in the region, although it now 
consists of many independent countries, 
four of which were rcpre.sented at the 
workshop. 

Since it was originally built to support 
a colonial regime, and its subsequent 
growth and management reflect this, until 
the mid-20th century, when Britain handed 
over governance of what is now largely 
Bangladesh, India and Pakistan. At that 
time, postal services or their offshoots 
mainly handled control of telecom¬ 
munications. With the increasing ubiquity 
of the telephone, this segment has tended 
to gain distinctly separate organisational 
control. 

Most public two-way access to the 
medium is through wire-line com¬ 
munications, although radio has been used 


in other countries effectively. This is 
because two-way radio has tended to 
remain largely the preserve of the military 
.services. Audio broadca.sting through radio 
frequencies Ims been extremely popular, 
and so has television, when it grew througl: 
the 1970s and 1980s. However, control of 
these media, just as in the case of two- 
way conimunicaiion, has remained largely 
in the hands of the government, until the 
advent of satellite broadcasting and cable 
distribution. 

The use qf radio for two-way ct>m- 
munication remains in its infancy in this 
region, mainly because radio fiequcncies. 
originally generously allocated for military 
U.SC. arc highly restricted for public use. 
The bandwidths being used in other 
countries for cellular and .satellite telephony 
arc apt to run intoconfiict with frequencies 
in U.SC in the.se regions. Hie massive growth 
of satellite-based television broadcasting 
has meant that control and use of the 
airwaves has become much me ire important 
than before, but change is slow. 

The Internet (cicated in the early 196l).s) 
is a two-way tcleeuininunications 
application with a difference; it uses 
devices - computers - endowed with a 
great deal of complexity, more than any 
previous such devices, to receive and 
transmit pure digital signals. The signals 
blend tncs.saging with contmis in a single 
multiplexed data stream. .Since IW3. the 
Internet has been enhanced with a new 
development, namely, thecrcation of data¬ 
bases that users can access without 
mediation. Coupled with very easy to use 
graphically designed computer appli¬ 
cations - browsers - this has made the 
medium available to millions of people 
who do not need much more than a basic 
comniand of written language to become 
adept. 

In actual fact, the growth of the Internet 
globally has outstripped any previous 
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innovation by ofdcrs of magnitude. If 50 
million is taken as a measure of the number 
of users needed to make a technology 
ubiquitous, then the automobile took some 
3()-odd years to reach this level and 
television twenty. The Internet, however, 
has taken only five, and is well on its way 
to doubling that number in less than two 
years more. 

Its greatest advantage is that it needs no 
new infrastructure to get started, since it 
can be carried over ordinary telephone 
lines, ltdocs. however, demandacompiete 
revamping of the way that infrastructure 
is used, and this is the source of much of 
the frustration experienced by tho.se who 
champion its use for development in emer¬ 
ging economies, especially the countries 
of the south Asian subcontinent and its 
ncighbourluK)d. 

Over the years, telephone engineers have 
determined a simple rule of thumb for 
building telephone network infrastructure, 
which is that the average telephone call 
lasts for three minutes. .Since an analogue 
telephone call demands the total allocation 
of a point-to-point circuit for completion, 
the carrying capacity of a telephone net¬ 
work is a linear function of the number 
ot circuits available over a given period 
of time. This logic is extended to cover 
the average carrying capacity, mcasuretl 
ovcrafull 24-hour day, or the peak capacity, 
measured whichever time of day the 
intiximum number of culls is attempted. 
The latter is termed the busy hour call 
attempted’ capacity, and is the teal measure 
of capability of an analogue network. 

As telephone infrastructure grows, 
engineers develop techniques to enhance 
the peak capacity without necessarily 
adding complete point-to-point capability. 
For instance, a star network, where 
telephone switches arc connected to each 
other over many paths, naturally has more 
capacity than a linear network, where the 
ability to complete a call at that tnoment 
isdcpendenion each switch being available 
in the singular path. This is certainly 
cheaper than attempting to wire as many 
interconnect circuits (circuits between 
switches) as ihcic arc telephones. Further 
increa.se in effective capacity (i c, in 
availability)comes through connecting the 
switches in a mesh network, which enables 
a circuit to be connected between any two 
(H)ints through any series of switches. 

The Internet, however, docs not follow 
the three-minute rule. It is actually creating 
a completely different usage paradigm, 
one where the devices remain connected 
for twenty and thirty minutes at a time. 
In fact, experts arc of the opinion that at 
some point in the future, people will have 


3.110 


devices permanently connected to data 
lines. Obviously, this needs a totally 
different approach to both the building of 
infrastructure and the way that customers, 
or users, pay for it. It also demands com¬ 
paratively superior telephone technology, 
as the earlier generation of equipment 
produces noi.se levels that are unacceptable 
for high-throughput digital messaging. 

The growth of the telecommunications 
infrastructure in south Asia has not been 
demand-driven, unlike thatof the countries 
where the infrastructure has been built and 
.services operated by private investors. It 
has been almost entirely investment-driven, 
dependent on the priority level possible 
fur the allocation of funds from limited 
public resources. 

This means that as of now in south Asia, 
some very major problems limit the utility 
of the Internet. One is of course, the cost 
of computer ownership. Another is the 


cost of telecommunications access. But 
principally, there is the limited access to 
the telecommunications medium itself, 
without which no innovations in resolving 
the first two problems are of any use. 

Ill 

Regional Telecommunications Access 

Before entering into a discussion of the 
existing telecommunications capabilities 
in the region, a quick look at geopolitical 
realities and current technologies will help 
to put the position in context. 

Geopoutical Realities 

This part of Asia is usually known as 
the subcontinent, since it covers an area 
comparable to Europe or Antartica, the 
smallest continents. It stretches from 
Afghanistan in the west to India in the east, 
with Bangladesh and Nepal placed towards 
the northern and eastern parts of this area. 


Tabll 1: B3TB Trictiiosi. Exchangr Status as on Junf 30. 1997 


Tyiw 

Number 

Capacity 

Connection 

Pending , 

Magnet 

359 

20494 

16677 

8214 

CB 

117 

I931K 

16037 

6629 

Auto (Analogue) 

114 

140920 

132711 

65554 

Auto (Digital) 

35 

259759 

202592 

47041 

Total 

625 

440491 

368071 

127438 


Tabi£ 2: Maiok Backbone Mickowavr Links of BTTB (June 1997) 


Link 


Type 

Radio Channel Capacity 

Make 

Dhaka Ciiiltagoiig 


Analogue 

1800 

NEC 

Dhaka Magura Kliulna 


Digital 

1920 

Fujitsu 

Dhaka Sylhel 


Digital 

1920 

Alcatel 

Dhaka T,Tngail Mymensingh 


Digital 

1920 

Alcatel 

Dliaka Tangail Myinensing 


Digital 

1920 

Alcatel 

Dhaka Tangail Rogra 


Digital 

1920 

Alcatel 

Dhaka Nalorc Rajshahi 


Analogue 

960 

Fujitsu 

Rajshahi Nalorc Chuadanga 


Analogue 

960 

Fujitsu 

Rogra Phulbari Thakurgaon 


Analogue 

960 

Fujitsu 

Bogra Phulbari Kangpur 


Analogue 

960 

Fujitsu 

Khulna Burisul 


Digital 

480 

JRC (Met) 

Chittagong Cox's Barar 


Analogue 

960 

GTE 

Chittagong Cox's Bazar 


Digital 

480 

JRC (Mel) 

Chittagong Betbunia Rangamati 

Analog 

300 

GTE 

Tabu; 3. Radio Satellitf Connectivity 

Earth Station Band 


Modulation 

Ixication 

Bethunia 

A 


EDM / FM and IDR 

60 E lOR 

Talibabad. 

B 


SCPC and IDR 

60 E lOR 

Mohakhali 

A 


IDR 

66 E lOR 

Sylhet 

F3 


IDR 

63 E lOR 

Table 4: 

Historical DfcMANtVSuprLY Data 


Year Number of 


Exchange 

Telephone 

Pending 

Exchanges 


Capacity 

Connections 

Dcnmand 

1992-93 620 


269492 

245947 

128168 

1993 94 617 


295982 

262274 

137383 

1994-95 621 


314980 

286605 

154037 

1995-96 629 


368769 

316081 

145854 

1996-97 625 


440491 

368017 

127438 
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Other (smaller) countries in this region are 
Bhutan in the north and Sri Lanka, an 
island just south of India. 

Two significant and dominant features 
of this area are the Indian Ocean to the 
south and the Himalayan mountain ranges 
to the north. Giant rivers also cross the 
area, the Indus in the west, the Brahmaputra 
to the north and cast, the Ganga and many 
others. Of these physical features, moun¬ 
tains are common to all the countries, but 
rivers and the sea are major factors for 
Pakistan, India and Bangladesh. The last, 
particularly, has its entire economy (and 
roughly half its land area) dominated by 
a river delta fed by both the Ganga and 
the Brahmaputra. Hie citstem seaboard is 
lashed by seasonal typhoons, which 
repeatedly wreak havoc in the low-lying 
areas of Bangladesh and India, making 
it difficult and expensive to maintain 
modem infrastmclure. Nepal isainountain 
country, contained entirely within the 
Himalayas.^ 

Politically, the.se countries were gener¬ 
ally under the suzentinly of the United 
Kingdom for almost two hundred years, 
but gained complete independence i n 1947. 
The main political area, India, was sub¬ 
divided into two, and the smaller portion, 
F’akistan. which had two discontiguous 
regions in the east and west, subsequently 
split into two countries with the formation 
of Bangladesh in the cast in 1971. Except 
for Nepal, there has been a history of 
armed conflict in the area. 

India is often called the world's Largest 
demtKracy, having maintained a parlia 
mentary system since i ndepcndcncc, except 
fora brief interlude in 1975 when normalcy 
was suspended forlwo years. The president 
of the country docs not play an executive 
role. Pakistan and Bangladesh, which have 
presidential systems, have both had 
histories of military dominance, but this 
has been to a much lesser extent in recent 
years. Nepal is a kingdom, which like 
many other historical kingdoms is making 
a transition towards a more democratic 
form of effective people's repre.sentation. 

Technouk:v 

Internet connections tend to be of long 
duration, unlike voice connectivity, which 
has traditionally been based on the three 
minutes per call mie. Although Internet 
usage per capita is still extremely low, this 
factor has put a strain on the existing 
investments in infrastructure right across 
the region, both for local and for 
international circuitcapacity. This problem 
is quite independent of the technology 
issue, involving the use of modern digital 
switching as again.st the historically cheaper 


electromechanical switchgear, now oKso- 
lete. Data access circuits are far more 
reliable when they arc digitally switched, 
and so is line throughput. At least in this 
decade, all investments in the region have 
only been in digital switches; hence this 
problem is being diminished naturally. 
(See the individual country telecom tables 
at the end). 

However, that still leaves the problem 
ofbandwidth open. This is directly related 
to the amount of physical connectivity 
between geographies. In turn, physical 
connectivity is of two kinds: cable and 
wireless. 

Cable again includes two technologies, 
copper (and to a much lesser extent, the 
more inefficient aluminium) and fibre- 
optic. Copper is the traditional cable choice, 
and a huge infrasiructurc exists within the 
region and interiuitionully. It cun he laid 
in the ground or carried on overhead towers, 
both of which have their own advantages 
and disadvantages. Fibre-optic cable uses 
strands of internally reflecting glass fibre 
lulies to carr\' modulated laser signals. It 
has a much greater capacity and is 
particularly suited to digital signalling, 
and is also mure efficient in terms of 
material content, binally, it is tnorediff^cult 


to illicitly intercept signals, hence more 
secure. All major cable projects in this 
decade arc fibre-optic, and it is unlikely 
that copper will Iv u.sed again for long¬ 
distance connectivity. 

Wireless is also of two types, terrestrial 
and satellite. Terrestrial signalling, in the 
microwave frequencies, has the advantage 
of minimising disruption to existing 
artefacts (agricultural, iraffic-w'ays or 
conurbations) along the lines of access, 
and also to a largo extent of optimising 
the real carriage length, since radio-waves 
operate along linc-of-sight, hence rc|ieater 
stations can be placed almost in a straight 
line between places. However, to some 
extent, technical considerations of band¬ 
width choice due to the quantum of signal 
Itiss over distance means climatic con¬ 
ditions (fog and ruin) do cause occu.<-innal 
degradation and quality problems for this 
methodology. In short, the fiei|ucncies 
commonly used arc prone to atmospheric 
micrfcrenee. 

.Satellite wirele.ss u.ses radio repeaters in 
space orliit to convey signals between 
geographies. Public services have (ratli- 
lionally used geo-stationary orbit, which 
means that the devices appear to hover in 
the same spatial locution relative to any 


Tahi f 3: DkiIIai. I.ini iN.srAi.i aiion Pkia.kammi 


Name of I’roj'r.minu- _ Tf l cplioiic ttx ch uiigc Ca pacily 

Krplaccmciil I'xpansion 'I'ouir 


2(KXt(X) lines digital lelephone project 
(Bond I'liuincing. Al.CATIiL h lOB l-.\cliange) 

66(100 

1.14(810 

2(M)(I(K) 

Installation of.IVIKX) lines in CTiitlagong 
(Ficnch Prolocol, ALCATlil. R lOB) 

8860 

.10140 

.19()()0 

SADR Progrumnie lor 7 district hciidquailers 
(llaltel t.inca IJT I'.sdiange) 

Wilt) 

11)6(8) 

?().3()() 

Greater Dhaka (Phase II) telephone project 
(GF.CR fund, tiicsson AXK 10 Model) 

17000 

SO.SOt) 

67300 

I4(KH)() lilies digiliil lelephone lines iU dilfcrcnl distriel 
hcad(|uartcrs ((.'htiiC'-e suppliers ciedil) 

40000 

1(8888) 

14(8881 

Hmergcney txpanMiui ol 6 NR.C 

Digital exchanges in Dhaka 


12000 

12000 

Installation of 2(Xl(l line digital 
exchange at Rcni (Itallel l.inea UT Hxchangei 

1600 

400 

20(8) 

In.stullation of digital exchange at Narayanganj and 
Sirujganj under KK Program (Itallel Lines IJ'I Model) 

S7(K) 

2.UK) 

800(> 

Insiull.-uion ot digital exchange at 

Cliapai Nawubganj, Naogaon & Tliakiiigaon 

1200 

18(8) 

.1000 

Total 

1.30260 

.170740 



TaDI l. (i: PleiVATr. Tl l-ICOMMlINIfAIION OiAKAIOKS in i)ANC,I.AI>l Sll 


Operator 

Pacific Bangladesh 'Irlccum lainilcd (PBTI.) 
Bangladesh Telecom tPvl.) Limited (BTl.) 

Bangladesh Rural Telecom Authority (BRTA) 

Sheba Telecom l.iniitcd 

Gramecn Phone Consortium (Gramcen Phone) 
TM International (Bangladesh), TMIB 
Sheba Telecom Liiniled 


Fiiiicnoiialily 

Cellular Radio Telephone seisice 

Radio Paging. Radio lninking and Riverine 

Teiccommiiiiicalion Sci s ices 

Rural Telecom Sei vice at 2(KI '1 liana r( lowest 

Goveriimeiil adminisiiation headquarters) 

Rnr.il Telcenm Service a( IW Thana (lowest 
Goseiiiiiient Adiiiiiiisli.ltive IIc.idquai1ers) 
Digil.il ('elliilar Mobile Radio Telephone Services 
IIigilalCcllui.irMobileRadioTclcphonc.Servn.es 
Digiial Cellular Mobile Radiol clephone Sci vices 
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place on the ground, but several upcoming 
schemes use numbers of mobile satellites 
for this purpose. One of these. Iridium, has 
already begun voice services globally. 
Others plan to offer both voice and data 
services. 

There is an enormous capacity available 
for geo-stationary .satellite signalling, 
although there arc fears that the slots’ for 
future infrastructural expansion are running 
out. Signalling is built in as a feature of 
almost all television satellites, which 
typically host a number of radio switching 
de vices cal led transponders, each one tuned 
for optitnal performance in a particular 
bandwidth, some suited to data connecti¬ 
vity and some Ibrtelcvision. .Satellite com¬ 
munication is usually done in frequency 
ranges where visual atmospheric distur¬ 
bances are transparent, but on the other 


hand, the total capacities per channel are 
very limited, compared to terrestrial 
transmis.sion. 

Domestic telecommunications connecti¬ 
vity has been mainly microwave over long 
distances, with wireline networks in the 
local networks. This is largely due to the 
fact that the telecommunication companies 
(telcos) tended to protect their monopolies 
by avoiding relationships with other 
agencies possessing access right-of-way. 
In recent years, there has been somechange 
in tliis position. Now Bangladesh has built 
substantial fibre-optic links along its 
railway tracks and India has recently 
permitted its railway and power companies 
to do the same. Nepal, who.se terrain and 
existing infrastructure is not suited to this 
solution, has decided to go ahead with 
V.SAT connectivity (so has Bhutan). 


Teledenstty 

Teledeasity is very low throughout the 
countries of South Asia (specific country- 
wise data is in the tables at the end Profiles 
of States, 1997, Centre for Monitoring the 
Indian Economy, Mumbai). In Bangladesh 
(see Tables 1-6), it stands at around 0.4 
lines per 100. This is recognised and targets 
for growth have been set. I per 100 by 
the year 2000 and 4 per 100 by 2010. India 
is the largest country in the region and 
in some respects the most developed. 
However, there ate huge disparities extant 
within the country, and this is evidenced 
in the uneven distribution of telecom¬ 
munications access. Connectivity remains 
low and unevenly distributed, geo¬ 
graphically speaking, from as low as 0.49 
lines per 100 (less than one line per 2(X) 
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I9KH/89 

1989/90 

1990/91 

1991/92 

1992/93 

1993/94 

1994/95 

1995/96 

.Sl.ilfs 

Lines 

Lines 

Lines 

Lines 

Lines Lines 

Line.<i 

Lines 

Lines 

Lines 

Lines 

Lines 

Lines 

Lines 

Lines 

Lines 


/I (HI 

/100 

/100 

/1(K) 

/I(X) /lOO 

/1(K) 

/lOO 

/lOO 

/100 

/100 

/100 

/100 

/lOO 

/lOO 

/I do 

M.'ihiirushliii 

l.’O 

880 

1.31 

973 

1 55 1064 

1..53 

1223 

1.72 

1401 

2.00 

1647 

2.40 

2007 

2.86 

2425 

I'unjah 

0.K7 

170 

0.97 

190 

1.03 208 

1.14 

234 

1.29 

267 

1.56 

326 

2.02 

427 

2.67 

571 

(lUjaral 

0.97 

586 

1.05 

424 

1.09 451 

1.19 

497 

1.36 

576 

1.5.3 

658 

1.79 

781 

2.07 

916 

Keial.i 

071 

209 

0.78 

231 

0.89 260 

1.04 

306 

1 26 

378 

1.44 

437 

1.72 

527 

2.19 

681 

lliniachul 

()..54 

26 

0 59 

29 

0.65 34 

0.77 

41 

0.90 

48 

1.09 

59 

1.46 

80 

1.99 

no 

'raii\il Nadu 

0.7.5 

401 

0.77 

427 

0 83 461 

0.88 

499 

0.98 

562 

1.1.3 

656 

1.38 

806 

1.71 

1014 

M.irvana 

0.50 

79 

0 56 

91 

0 69 114 

0.78 

130 

0.90 

155 

1.13 

195 

1.38 

242 

1.65 

295 

Karnalaka 

0.62 

270 

0.67 

299 

0.74 332 

0.82 

375 

0.95 

4.54 

1.08 

508 

1.35 

644 

1.61 

784 

AP 

0.46 

286 

0 50 

315 

0 51 .340 

0.56 

380 

0.65 

443 

0.73 

509 

0.92 

647 

l.ll 

797 

Kajaslhan 

0.50 

126 

0.32 

138 

0.55 155 

0.41 

184 

0.51 

2.54 

0.65 

309 

0.81 

394 

0.99 

494 

Madhva l’r.ulesh 

0.25 

144 

0.27 

171 

0 52 210 

0.41 

278 

0.51 

.351 

0.65 

4.53 

0.76 

541 

0.86 

623 

WcM Bengal 

0 45 

288 

0.48 

.108 

0.47 325 

0.50 

.543 

0.54 

379 

0.6 

427 

0.69 

497 

0.83 

610 

Jaininu and Kashinii 

0.56 

26 

0.58 

28 

0.57 29 

0.40 

32 

0.43 

34 

0.51 

42 

0.56 

47 

0.62 

53 

LUtai Pr,idcNh 

0.20 

265 

0.22 

291 

0.24 329 

0.27 

390 

0.33 

485 

0.37 

542 

0.44 

659 

0.53 

810 

OriAsa 

0.16 

50 

0.19 

58 

0.21 68 

0.25 

■ 81 

0.29 

96 

0 35 

117 

0.40 

135 

0.49 

166 

.Assam 

0.15 

56 

0.15 

38 

0 18 41 

0.21 

49 

0.26 

60 

0.31 

74 

0..35 

87 

0.43 

107 

Bihai 

0.11 

88 

O.tl 

97 

0.13 109 

0.15 

132 

0.18 

166 

0.22 

203 

0.26 

247 

0.29 

280 

Sittiri'f: t'MII:. Pmlilt 

M Ilf Sllltl’S. 

7997. 

















Tabu. 8 

: P-snsiATii) Gkowtii in Indian TcLtcoM Dlnsity. 1996'2(X)2 






1995/96 




1996/97 

1997/98 

1998/99 

1999/2000 

20(81/2001 

2001/2002 

Slali-s 

Popii F.sid 

GAfiK 

Actual 

Lines l.ine.s 

Li IK'S 

Lines 

Lines 

Lines 

Lines 

Lines 

Lines 

Lines 

Lines 

Lines 


Popn 

of 

Line 















Line 


1(K) 

100 


100 


100 


100 


100 


Punjab 

191 210 22 

25.25 

.571 

3.54 715 

4.1 

895 

5.05 

1120 

6.18 

1402 

7.60 

1755 

7.70 

181 

Himachal 

191 .55 60 

28 27 

110 

2.58 141 

3.23 

180 

4.06 

2.50 

5.10 

295 

6.42 

378 

6.45 

387 

Maharashtra 

2.52 S51 w, 

18.70 

2425 

3.38 2878 

3.92 

.5416 

4.55 

4054 

5.28 

4812 

6.12 

5711 

6.19 

5904 

Kerala 

1 55 507.74 

22.24 

681 

2.67 852 

3.22 

1017 

5.88 

1243 

4.68 

1519 

5.64 

18.56 

5.71 

1905 

TN 

1.44 570.17 

22.01 

1014 

2.14 1237 

2.57 

1509 

5.09 

1841 

3.72 

2246 

4.47 

2740 

4.,50 

2798 

Gujarat 

1.94 42 

8.65 

16.52 

916 

2.44 1067 

2.79 

1243 

3.19 

1448 

3,64 

1687 

4.16 

1965 

4.18 

2012 

Ihiiyana 

2.45 174.52 

21.51 

295 

2.1M) 357 

2.36 

435 

2.80 

525 

3.31 

636 

3.91 

771 

3.90 

786 

Karnataka 

1.95 466.52 

20.52 

784 

1.98 945 

2.34 

11.54 

2.76 

1364 

3.26 

1641 

3.85 

1974 

3.85 

2013 

K.i|asihan 

2.53 468.70 

28.14 

494 

1.3. 6.53 

1.65 

811 

2.06 

10.59 

2.57 

1331 

3.21 

1705 

3.17 

1727 

AP 

2.19 696.98 

20.44 

797 

1.55 9.59 

I..59 

11.55 

1.87 

1.391 

2.20 

1675 

2.60 

2017 

2.58 

2044 

MP 

2.41 700.25 

22.47 

623 

1.06 762 

1.27 

933 

1.52 

1142 

1.82 

1398 

2.17 

1712 

2.14 

1730 

wn 

2.23 714.44 

15.56 

610 

0.96 704 

1.09 

813 

1.25 

9.39 

1.39 

1085 

1.57 

1253 

1.55 

1265 

llllar Pradesh 

2.5 1464.71 

25 55 

810 

0.68 1016 

0.83 

1275 

1.02 

1600 

1.25 

2008 

1.54 

2520 

1.51 

2537 

Assam 

1.2 227.57 

21..59 

107 

0.56 130 

0.68 

158 

0.81 

192 

0.98 

233 

1.17 

283 

1.16 

284 

Grissa 

1.85 327.44 

19.68 

166 

0 59 198 

0.69 

2.56 

0,82 

282 

0.96 

337 

1.12 

403 

1.11 

405 

Jammu and Kashmir 

2.57 82.29 

13.61 

55 

0.71 60 

0.79 

68 

0.87 

77 

0.96 

87 

1.05 

98 

1.02 

98 

Hdi.tr 

2.14 903.30 

19.97 

2.s0 

0..56 335 

0.43 

401 

0.50 

481 

0.59 

577 

0.69 

692 

0.68 

694 


•Simn-t: t-.wraikilatcd frimi I'MIfi, Profilei ofSuiifv, 1997 
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population) in Orissa, with an estimated 
population of 32.74 million in 1995/96. 
to 2.07 per 100 in Gujarat, whose 
population the same year is e.stimated at 
42.87 million [CMIE 1997J. India, which 
is politically a federal republic, has 28 
states with a total population currently 
estimated at over 980 million. Of these, 
at least 10 have mountainous territory, and 
several others are significantly hilly, i e, 
containing areas with elevations 1,0(X) to 
2,000 meters above sea level. 

In India (see Tables 7-8) cities are mainly 
wired using traditional copper (actually a 
mix of aluminium and copper) cable, but 
now fibrc-optic has replaced the switch 
interconnects in the major cities. City 
interconnects have been mainly through 
microwave links, but an effort is being 
made now to install a nationwide trunk 
fibre-optic cable network. This is expected 
to be in two parts: a cross network running 
east-west and north-.south, and a coastal 
network linking the eu.stcm and western 
coastlines. Most of the switches installed 
in the past used electromechanical 
technology, but for the past five years or 
more, only digital switches have been u.sed 
for capacity enhancement and upgradation. 
Overall the switches remain mixed. 

India is the only country in the region 
with a reasonably high level of engineering 
hardware and .software technology. In the 
1980s, an effort was in.ide to develop 
indigenous digital telephone switch tech¬ 
nology. using a modular approach in order 
to produce scalable products. Un¬ 
fortunately, this effort was abandoned in 
the early 1990s, mainly due to political 
rca.sons. 

Nepal is largely rural in nature, with 90 
per cent of the population living outside 
the main cities. The biggest city, the capital 
Kathmandu, has 2.7 per cent of the 
country’s population. Unfortunately, Nepal 
al.so has the lowest road length in relation 
to area orpopulasion among ah countries, 
which coupled with poor communications 
infrastructure means that many villages 
arc isolated from the rest of the country. 
Barely a quarter of the village councils 
(village developmental committees) have 
telephones (as mid-1998) (Tables 9-10), 
but the government has now decided that 
telecomrnunications are a priority. An 
overall tele-density of just 0.9 lines per 
too people represents a doubling from 
two years before, when there were less 
than 1,00,000phones in the entire country. 
The figure is expected to more than double 
again in the two years till cnd-2000, raising 
it to 5,00,000 lines, or around two lines 
per 100 persons. On the other hand, the 
entire circuit is digital and all telephones 


have access to international subscriber 
dialling to 131 countries. 

Pakistan also has a fairly modern 
domestic service (Table 12), but connecti¬ 
vity is uneven, with the worst .service levels 
being in the north-eastern regions. This 
area is not only under semi-military rule, 
even the local telephone services are 
managed by the military, and village level 
connectivity is very poor indeed, well 
below the national average of 2.2 per 
hundred. 

Physical infrastructure being a limitation, 
with the country’s long route transmission 
systems mainly composed of microwave, 
UHF and VHP radio links, Bangladesh is 
now encouraging the growth of mobile 
telephony, which is entirely run by the 
private sector. The railways have built a 
fibre-optic link along much of the track 
length, which could help, but the modalities 
of public access have not yet been 
determined. Most new switches am digital, 
but there is .still a legacy of electro¬ 
mechanical switchgear. The long-range 
plan is to replace all analogue circuits by 
digital by the year 2005. The most important 
expansion and rehabilitation programme 
being taken up is the laying of 12 core 
Optical Fibre Cable between Dhaka and 
C'hittagong, which is the busiest route and 
still analogue. 

Nepal has decided to move towards 
extensive VSAT telc-connectivity to 
alleviate the problems of poor traditional 
infrastructure, which prevents them fnim 
the kind of piggybacking that other 
countries are now examining. Pakist.m is 
faced with a problem created by the early 
liberalising of Internet access, which has 
put a heavy load on a small network. 

1 NTl-KN ATION M. CONNKTIVITY 

India is the only country in the region 
with a clearly distinct (government owned) 
agency for the provision of international 
connectivity, Vide.sh .Sanchar Nigam, 


which was also the first licen.scc for the 
provision for public Internet acce.ss (i c, 
an ISP). As a result of this monopoly, and 
not having to subsidise i(x:al connectivity 
from its revenues, it has been an extremely 
profitable company, with a .strong pro¬ 
gramme for investment in expansion of 
infrastructure, which accelerated in this 
decade. It has been allowed to retain the 
exclusive arrangement on international 
(since the end of 1998, only for voice) 
connectivity till the year 2004. Data 

TaBIF II: 'l'OP<X.iKAI'HY, IIY Rl.(SION 

Region Topography Ami I’opula- 
C'ovcied lion 

in Per in Per 

t'cnl Com 

Terai l-lal, tcrlile, low river 

valleys and dense lores! 2.^ 4(t.7 

Hilly Uieen lores!, valleys, 

long slopes 42 a.S.S 

Mounlaiii Bushy lype foies!. 

sleep slopes high peaks ,t.S 7K' 


Tabi!- 12: Pakistan Ti i m om • 

Basic .STAiisrics 

infrusinielure 

IXv. 98 

Nelwork Ca|mTly 

.t.52 (M) 

Telephones in seivii e 

2 82(M) 

Telcdeiisily June l‘)98 
INelwoik IJigiializalion 

2.20 ix'r hundred 

June IW8 

78.27'? 

Pilici ()|Hie cubic lenglh 

No of exchanges inslullcd 

3902 kml 

in IW-9J1 

42 

Tolal exchanges 

2.‘)77 

New NWl) Slalions added (1997-98) 143 

Tolal NWI) .Slalions 

l()7b 

No. of NWI) C'alls(During 97-98) .‘)25.48 (M) 

(July lo Dee) 

INo. ofNWnUinis 

(duiing 97-98) 

New Telegraph Otliees opened 

3.')40.(>«) (M) 
(July lo IX'e) 

(1997-98) 

IVOs and Payphones 

1 

Kura! 

10787 

Urhaii 

6762 

Piiyi'lKHICS 

I2.MX) 


Tablf 9: Growiii oi Tillcom Inirasiki.ctoki. in NrHAi, 


Year 

1991/92 

1992/93 

1993/94 

1994/91 

1995/96 

1996/97 

1997/98 

Installed Capaeiiy 
Installed l.incs 

77.000 

66.061 

77,8.10 

69.816 

86.4'»3 

73.361 

95.717 

79.811 

127.696 

98.213 

\12,'}22 

227.9.10 

I72.S20 


TaBIE 10: Ti.I.II’HONL r3l.NSirY in Pl.Rrl.NTAtjl-, BY Kl.(,IOS 


Development Region 

Area 

covered in 
|)cr cent 

No of 

Municipaliti 

Telephones 
in per cent 
of tolal 

Piipiilalioii 

III penenl 

No of 

VIX's 

Eastern Region 

19.33 

14 

11.9 

24 

893 

Western Region 

197 

12 

10.3 

.20.4 

863 

Mid western Region 

28.79 

6 

3 1 

13 

175 

Far wc.stcm Region 

13.29 

6 

2.1 

9.1 

3s 

Central Region 

18.62 

20 

72.2 

33 5 

1199 
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services, especially Internet access, have 
been ijpcneci up. but the guidelines (rules) 
for privately operated gateways had not 
been published till middle ol July, 1999. 

ruriently.onlythcSoftwarcTechnology 
Parks of India (.S'l'I’I), a government owned 
industrial park operator, has such a facility 
bir its lessees. Although over two hundred 
ISI's have been licensed, only two national 
privately-operated services have begun so 
lar, and they will very likely opt to ojien 
their own gateways. 

Nepal gained access to the Internet with 
the help of KRNRl', India's education and 
research network. This limited arrange¬ 
ment, which initially offered only shell 
account access, was later routed through 
.Singapore and now Australia. Voice 
telephony is still routed through India, the 
logical path. Uungladcsh and Pakistan also 
have very limited international connecti¬ 
vity, and this may be attributed to the fact 
that all three countries each use a single 
government agency for both domestic and 
international services. Investments in 
international pathways have been delayed 
for short-tciiii cconoinic and political 
reasons. Pakistan has now ncgoiiutcd a 
link to .SF.A-Mli-WIi III, a cable that runs 
from P-urope to Asia. 

IVII-.KNl-l .Sl-.RVICI-S 

All the countries in the region have 
liberalised Internet access in one way or 
the other. However, this has not been a 
smooth process, and there is consideiable 
resistance Inmi the erstwhile govern¬ 
ment owned telecom monopolies, who 
are accustonicil to exercising complete 
control over all forms of tele-connecti¬ 
vity. The result is a great deal of resentment 
on Ixith siiles, with the ISP’s bewailing 
the lack of co-operation that endangers 
their relatively under-capitalised busi¬ 
nesses. 

India was the last country to liberalise 
Internet access, which wtis till the end of 
199S inono(x>lised by V.SNL, citing its 
monopoly on international connectivity. 
In the other countries, private ISP’s were 
allowed to .set up operations from 1995 
onwards. In Nepal, the first Internet access 
came about tis a result of a co-operative 
move from India’s liRNliT, which 
extended connectivity to Nepal foi limited 
shell access and e-mail. ISP's in the country 
later set up private arrangements. 

The Internet service business in 
Bangladesh has been privately run until 
recently, with two major ISPs and several 
smaller ones. With local access to inter¬ 
national telephony bandwidth being 
difficult, these services have been almost 
e.xclusivcly runoa’VSATs (Very Small 


Aperture Terminals, a radio-satellite 
technology). However, Bangladesh 
Telephone and Telegraph Board (BTTB) 
has been lobbying for permission to offer 
Internet services. Efforts to organise a 
country Internet exchange have not 
fructified. 

Both India and I’akisian initiated public 
Internet access through e-mail services, in 
1992/93. This morphed into private ISP 
services in Pakistan by 1995, but in India 
it became a VSNL monopoly the .same 
year. As a result, private ISP’s did not 
begin in India till end-1998. Now both 
countries have a burgeoning ISP business, 
but it is still hampered in India by time- 
based telecom pricing policies. Pakistan 
has .adopted a more pro-active policy to 
popularise Internet usage, of free^ Internet 
calls, one objective being to spur the 
soltware export business. All ISP access 
numbers have a prefix 131 to enable dual 
billing rates. 

IV 

Regulation and Control 

As mentioned earlier, the history of the 
region’s telecommunications infrastiuc- 
ture predicated monopolistic tendencies. 
While all the countries have attempted to 
deregulate and liberalise their data and 
voice scrvice.s, encouraging private inve.st- 
ment and expanding the range of offerings, 
this process hits been uni*vcnly implc 
mented. There appears to be insufficient 
comprehension of the potential of voice 
and data communications to be :i key 
enabler in societal transformation, both 
economic and social. 


Regulations 

All the countries are still ruled by the 
Telegraph Act of 1885, with minor 
individual modifications made from time 
to time. While there have been many public 
debates on the need for .sweeping changes 
in this area. little action has emerged. Ad- 
hoc changes, mostly only loosely supported 
by the Act, have led to long-drawn out and 
expensive lawsuits. 

Control 

Telecommunications in Bangladesh arc 
principally the responsibility of the BTl'B, 
but there arc two other, smaller, private 
service providers for basic telephony. 
However, their growth has been stunted 
and they have little impact on the scenario. 
There is no independent regulator in place, 
but attempts arc under way to set this up 
in the form of an independent Telecom¬ 
munications Regulatory C'ommi.s.sion, 
according to an Act that is currently 
prepared for tabling. 

The Nepal Telecommunications 
Authority (NTA), a bixly formed in April 
1998, now regulates both telecom¬ 
munications and the Internet for that 
country. In November the same year, the 
government liberalised a number of 
services to the private sector, in the hope 
that private investments will bolster 
government initiatives, particularly in the 
field of VS.AT linkages. VSA’f technology 
is currently the only feasible method to 
connect isolated and remote villages 
electronically. Neither the tariff noi 
conditions have been set for licences to 
run VSAT links. Till this time, only the 
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government-owned Nepal Telecom¬ 
munications Corporation (NTC) had the 
charter to provide telecommunications. 
Previous attempts to introduce comtKitition 
in 1996 had failed. NTC still holds a 
monopoly on providing fixed (basic) 
network services. 

India set up the Telecommunications 
Regulatory Authority of India (TRAI) in 
1997, but it has been an extremely poor 
agent of change insofar as effectiveness 
is concerned. Public wrangling and 
law.suits have marked its existence, with 
its ability to enforce rulings particularly 
weak. Of late, the government (in the form 
of the prime minister’s Office) has further 
weakened it by creating and attempting to 
implement a new telecom policy intended 
to remove barriers in the way of expansion 
of private networks, without reference to 
TRAI. 

India has liberalised the provision of 
Internet .services since end 1998. Till mid- 
July, however, private companies had to 
buy international connectivity services 
from VSNL, which competes in the 
business. Guidelines for private gateways 
have now iKen announced, but no one has 
lieen able to start as of yet. .Suspicion and 
outmoded thinking dominate the transfer 
of adequate rights to private players. For 
instance, ISP's with private gateways will 
be required to cache all traffic and turn 
over to the government’s investigative 
agencies information pertaining to any 
and all potentially criminal activities, on 
demand. 

Three types of ISP licenses exist, all 
being almost free for the first five years. 
However, providers must furnish bank 
guarantees for the fee amoutit, Rs 2 crorc 
for national providers, Rs 20 lakh for 
providers in certain majot cities atid Rs 3 
lakh for less important markets. While a 
nutnber of .services have started, quality 
of connectivity is reportedly lower than 
that of VSNL. However, they have intro¬ 
duced a number of innovations to help 
novice users to connect. The total nutnber 
of connections has reportedly doubled to 
400,000, with VSNL’s.shareof this market 
being 50 per cent. 

Basic telephone services in Pakistan, 
domestic and intemationa'., are coinpleiely 
under the government’s control, through 
the Paki.stan Telecommunications Com¬ 
pany (PTCL). In the mountainous northern 
sector, the army’s Special Communic¬ 
ation Organisation (SCO) runs the tele¬ 
communications service, and the .service 
is reportedly very poor, reaching only a 
few of the estimated one million popula¬ 
tion. However, Internet .services are open 
and there arc a large number of - over 50 


- .service providers in the other parts of 
the country. 

The Pakistan Telecommunication 
Authority (PTA, http://www.pta guv pk/) 
regulates tariffs and .services, licensing 
and the use of radio-frequency spectrum. 
The Internet is licen.scd .separately in a 
category called Electronic Information 
Services, which also includes electronic 
commerce initiatives. Tlie government has 
an open policy for data communications 
and Internet, to encourage and spread its 
use in Pakistan with the help of the private 
sector. There are three categories of licence 
for the Internet, a Big Citywidc Service 
(Karachi, l..ahorc. Faisalabad, Islamabad) 
costing Rs 3,(K1,()(K1, a small citywide 
service at Rs I ,()0.()(X), and a countrywide 
service at Rs 5,(K),(XM). Thcic are further 
fees, including an annual renewal fee 
equivalent to 2l) |icr cent of the initial 
licence fee and 4 per cent of annual gross 
revenue as royalty to the ITA. For ficdgling 
services with expensive and poor quality 
connectivity, this can be crippling. 

iNTI RNI.r O0.MAIN.S 

Generally sjieakmg. it has been difficult 
for the various private and public .sector 
organisations pioviding telecom and 
Internet services in Bangladesh to work 
together on any initiatives. The country 
top-level domain, .bd, remains wiihoui 
administration and is virtually unused as 
a re.sult. India's top-level domain, .in, is 
administered by the National Centre for 
Software Technology. (http://ww- 
w.ncst.ernct.in), which also runs RRNET. 
One of the ways in which it has attempted 
to control use ol the top-level domain is 
to insist that all registered u.sers must host 
their websites in India. Since the pricing 
and quality of service within the counlr>' 
is not competitive, cs|iecially compared to 
the US, there has been an exrxius of scrvice- 
oriented sites. In addition, while the 
registration .service is technically free, in 
actuality documents must be submitted 
through the site sei vice provider, who then 
charges lor this service. However, there 
have been relatively few complaints of 
misuse of brand and company names, 
unlike the confusion and arbitraging of 
names that has taken plticc in other top 
domains, especially the countrylcss’ 
(dominated by US .site.s) domain. 

Mercantile Connnunications, a leading 
ISP, and the Australian company ISP 
Connect jointly administer the.np country 
level domain in Nepal. The top-level 
domain for Pakis'an is pk, which iscentrally 
admini.stercd by the Pakistan Network 
Information Centre (PKNIC. http:// 
pknic.nct.pk/), with the co-delegatea.ssi.st¬ 


ance of a numlier of Intemci companies. 
A committee that includes members fnim 
the l.SP and IT communities sets PKNIC 
ptilicy. 

India's public access policies have been 
compliciited by the fact that private cellular 
and basic telephony si'rvices have been 
allowed since 1996. Although basic 
.services have had a very slow take-off, 
cellular penetration in the cities has reached 
about one million [jcople as tif mid-1999. 
The last-mile access of ISP customers, 
however, has not been liberalised, and this 
has been niandatorily through the govern ■ 
mcnt-ow'ned services (I)o’I' and MTNL. 
dc|)endmg on location). This position may 
change in the later part of 1999, once the 
new' telecom policies arc implemented. 

V 

Policy Recommendations 
for the Future 

Based on the discussions at the South 
Asian Internet Workshop in Dhaka 1999, 
several policy rccommendutions can be 
made to policy-makers and Internet pro¬ 
fessionals to further strengthen the Tele¬ 
com Sector in South Asia. Set out under 
three categories these are as in theTable A. 

VI 

' Conclusions 

The countries of the South Asian region 
used to have their telecommunications 
infrastructure built up cntiicly by public 
cx|icnditurc. Government owned entities 
have also wholly managed the services 
built upon this infrastructure. 

With theemcrgcnceof new technologies 
that enable both written and spoken word 
(and inticed, pictures t(«») to N: conveyed 
reliably over digitally rendered electronic 
communications, a major upgradation of 
systems is necessitated. The benefits of 
such investments arc far beyond what was 
possible earlier, but a great deal of the 
earlier expenditure is also made infru- 
ctuous. 

The whole purpose of enabling tclecr an - 
munications needs to be re-cxiimmed. in 
order to maximise the clficiency of every 
possible medium ol traiisinission, 
including copper cable, fiber-optic cable, 
terrestrial radio and saiclliie ci’iiinnini- 
cations. 

It is possible to amclioraie the upfront 
cost of providing a significant part of the 
peoples of the region with the means tif 
digital comniunicalion, but this will need 
a paradigm shift in traditional funding and 
management iiKKlels Private and non- 
govcinmcntal sectors must be encouraged 
to paiticipate if the benefits arc to fructify 
in a 'iicaningful time-frame. 
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Table A 


Appendix: Onune Discussions 


nxplanation 


1 Heiiulatiom. 

• Tlie pr«x-ess of incorporating Telecom < 

Boards/Dcpurtmcnts should be expedited in 

all the South Asian countries. 

« Telecom Regulatory Authorities to he • 

established in all countric.s of the region and 
provided adequate authority over regulating 
telecom issues. The Authorities must be 
enabled with technical expertise to remain 
abreast of and to evaluate new communication 
and converging technologies. They must have 
clear statutory and judicial authority. 

• The Telecom Regulatory Authorities should 
look licyond tariff issues and help create a 
congenial environment for private and public 
sector operators to survive and grow, by 
setting transparent standards. 

2 PrivMe Set lor liiitialives: 

• Regional efforts to be encouraged to create a 
co-operative, not for profit regional organis 
ation to hulk purchase bandwidth and share it 
amongst the ISPs in the region. Pragmatically, 
this may focus on salcltile re.sourccs, but could 
also aim to establish and share a fibre backbon>- 
foi Iniernet access. 

• The Accounting Rates paradigm must be 
abolished in the South Asian Region, (whether 
by agreeincnl with the .South Asian Association 
for Regional ('o-o|)cration, .SAARC or otherwise). 

• Private sector participation should be 
eiicouiagcd, by providing them a level playing 
held, together with liiiancial as well as 
inlrasliiicture related incentives. 

• Newly emerging coinmuiiication 
technologies and then convergence should 
be explored loi enabling rapid growth of 

internet services and infrastructure. 

.f Teleromivumralum Companies 

• I'Aplore and create new markets for Intcriu't 
services, particularly in the rural areas 
Iwhich aie coiiventionally supposed to lie 
iion-pinfilahlc sectors), to make the establish¬ 
ment of telecom facilities viable and proUtahlc 
in these areas. 


• Telecom policies formulated by the governments 
should ensuie clear separation of bandwidth 
piosidcrs and service pioviders. including 
governnient/piiblic sector units. 

• The regional telecom providers (telcos) must 
be urged to invest in lesearch and development 
on Intcmei telephony, eo-operating with the 
private .sector whcic necessary. 

• The telcos should be urged to address themselves 
to changes in accc.ss patterns aiising out of the 
use of retail telephony for public Intciiiet 
connectivity, and to create new commercial 
terms for this category. 

r.iicouragc the use of alternate oi non - 
Iradilional Righl-uf-Way for creating national 
and regional fibre capacity. 


• Telcos must react positively to VoIP 

Internet Protocol technology) to (Voice ovci 
ciisuie the cftlcieni use of capacity. 


Efficient conduct of telecommunication 
systems, strengthening the ability of the 
departments to face irreversible change, will 
only be possible with full autonomy. 

The need for completion of these ongoing 
initiatives has been adequately explained 
in the preceding text. 


The role of these authorities must be clearly 
defined as the growth of all teiccommunicatiions 
as necessary instruments of social change, 
and not he limited to current needs of the 
existing players. 

The emerging countries must understand 
that ordinary commercial coiisidcralions 
make it practical to pool their buying power to 
extract better terms from vendors of 
bandwidth. 


Together with other moves being made in 
the region to abolish cross-border tarilfs. 
this will help boost telecommunications m 
the region, which is bound to impact .social 
development and understanding. 

The technology is undergoing extremely 
rapid change, and guvcmmrnt run bodies 
have a natural inertia that can be and often 
is much slower than that of autonomous or 
privately funded organisations. 

Regulations governing the growth of 
tclecomniunication.s should not be preset iptivc 
to the extent that emerging technologies 
are banned by default. 

The Internet makes possible a host of new 
services that cun be more relevant in rural 
ureas than the uiban regions of today's 
commercial focus. .Such services may include 
voice-mail as a cheaper and faster means of 
implementing general accc.ss to electronic 
cottmiuiucation. and internet, radio, also a 
tremendously powerful and cost-effective 
means of increasing the effective cntpowci- 
ment of ordinary people 
This point is adequately explained in the 
previous text. 

There is a great danger of the emerging 
economics becoming subservient in technology 
to international companies, and mi.ssmg out 
on the commercial opportunities alforded 
hy new technologies. 

This point is covered adequately in the 
preceding text. 


In the lung ran, fibre is the most economical 
pathway for backbone telecom access. Tlic 
cost of putting down new lines is the major 
deterrent, which can be addressed by the 
reuse of physical resources currently alliK'atcd 
otherwise for hi.slorical icason.s. 
Convergence is inevitable, and change in 
revenue patterns is one of the consequences 
that must be faced. 


The cost of online access remains un¬ 
acceptably high, if digital communications 
are expected to replace manual or analogue 
telephonic means. Clearly, interventions 
are necessary. Cyber-kiosks orcybcr-call 
centres are one possibility. Other solutions, 
such as free Internet calls, are really 
subsidies, which may not be sustainable. 

Availability of telephone lines, or the 
lack thereof, is a major issue, especially 
in the rural areas, and more so when those 
areas are mountainous and poorly served 
by road and electricity. However, even 
when the line exists, the quality of service 
is another problem. Noisy telephone lines 
lead to very slow or extremely intermittent 
digital connections. The solution here is 
rapid change-over to digital exchanges, 
which while expensive in the short term, 
arc also more cost-effective in the light 
of emerging technologies. 

A model put forward, the Iowa model, 
posits community ownership of the local 
backbone. This will tend to eliminate the 
possibility that the service provider is 
disinterested in the quality of service, a 
noticeable problem when the provider is 
either government-owned or a private 
company attempting lo make profit^ while 
having lo pay huge licence fees. 

The Internet exchange was one 
significant suggestion. In this model, 
websites frequently accessed arc mirrored 
within the local network. A major 
advantage here is the creation and mirrorir.g 
of local content websites. Since these will 
be much easier lo access and fu.stcr for 
downloading, they should naturally attract 
more traffic from the region, and thus he 
available for more options as far as funding, 
and thus quality, is concerned. 

Notes 

1 The phyiical sc.ssion wa.s preceded hy an upeii 
discussion over the Internet. A summary of 
points relevant to this subject arc contained in 
Appendix S at the end. 

2 Sec Table 11, Bhutan, like Nepal, is a mountain 
kingdom with poor road connectivity. 

3 Calls can be made to a numbers prefixed by 
a single countrywide code, 131. which will be 
charged as a singly pulsed local call, no matter 
how long the connection is held. 

References 

Papers presented at Ihe South Asia Internet 
Workshop. Dhaka. Bangladesh. April 1999; 

i Bi-iqai, Noor-ud-Din, (1999); 'IT/lntemct in 

Pakistan'. 

ii Chri.shnB,Vikrani, (1999): 'Telecommunications 

in India'. 

iii Pandey, Bhoop Raj, (1999): ‘Stale of 
Telecommunications in Nepal’. 

iv Rahman, Padur(l999): 'Telecommunication 

in Bangladesh - It's Past, Present and 
Challenges for Future'. 


.\316 


Economic and Political Weekly November 20, 1999 



Stru^;liiig with the Digital Divide 

Internet Infrastructure, Policies and Regulations 

Madanmohan Rao 
Saqjib Riy Bhandari 
S M Iqbal 
Aigali Sinha 
Wahaj us Sing 

This paper provides an overall framework for analysing the ISP market in south Asia, compares and 
contrasts the scenario in member countries, and concludes with a set of progressive recommendations. The 
regulatory climate in south Asia has only recently welcomed private sector ISPs, but a key challenge lies 
in creating a level playing field between government-owned and private sector ISPs. Work has begun on 
initiatives to extend the Net beyond urban concentrations to rural areas via Internet kiosks, community centres, 
wireless delivery and non-PC devices, but much innovation and investment is still called for here. Prom 
the ability to improve .software and education to boosting handicrafts and human rights, the Net has a lot 
to offer to a wide array of humanity in south Asia. Put without a progressive ISP environment, the Internet 
will continue to exacerbate the digital divide between rural and urban, non-English and English-.speaking 
.south Asia. 


'HE Internet is growing at the rate of 30 
icr cent per annum in number of users, 
nd 100 per cent per annum in hosts on 
nternel. It is expected that by the end of 
he year 2(XM), the user base will touch 200 
nillion. It is estimated that there arc 7,000 
Si’s worldwide, mostly in the US. In fact 
nore than 60 percent of the u.scr.s and ISPs 
n the Internet world are in the US |Sinha 
999|. In addition to the worldwide otdinc 
iser base. Web techitologies also impact 
nter-organisational and intra-urgani- 
ational publishing, messaging and col- 
aboration systems via Intranets and 
ixtrancts. 

Advanced Internet economics have also 
noved beyond basic Internet infrastruc- 
ure to dynamic e-commcrce infrastruc- 
ure: payment gateways, .secure channels, 
ligital certification authorities, overnight 
:ourier services, third party audit services, 
ind online tracking capabilities. 

The ISP business in general is shaped 
ly emerging technologies, communica- 
ions standards, new business models, 
;overnment regulations, regional co- 
)peration, and alliances with other sectors 
>f the Internet delivery chain like commu- 
lity, content and commerce. 

The material for tliis paper has been 
Irawn from discussions and presentations 
It the first south Asian Internet Workshop, 
irganised by the International Centre 
or Mountain Development (ICIMOD) 
>ased in Nepal and hosted by the Local 
jovemment Engineering Department 
LGED) of Bangladesh, in Dhaka in 
\pril 1999. 


In south Asia, Internet access has ma¬ 
tured beyond the basic email services of 
the early 199()s to ful l-flcdged World W idc 
Web access. National ISP regulations and 
policies are only slowly following global 
trends in deregulation and iniernalional 
peering arrangements. Value-added ser¬ 
vices, wireless Internet and non-PC de¬ 
vices for Internet access are still in the 
embryonic stage. 

Costs of dial-up and leased lines arc 
dropping, but could become more afford¬ 
able. Organisational adoption of Intranets 
and Extranets is only slowly emerging. 
Universal access issues, ensuring level 
playing fields between government and 
private .sector ISPs, and Asian peering 
agreements will continue to dominate the 
ISP scenario in south Asia for the coming 
years. 

For the .software industry - especially 
in India - the Nci is seen as a key enabler 
for tapping into global IT markets. The 
importance of connccti vity is being realised 
by other sectors of the economy as well, 
and the need to plug in to e-commcrcc and 
c-business will continue to be a major 
driver for calls to improve the Inteniet 
environment. 

EvonirioN or- thk ISP Market 
IN Soi-TH A.sia 

The late 1980s saw the emergence of 
electronic bulletin board systems in some 
south A.sian countries, along with non¬ 
profit Internet access through educational 
and government initiatives. Full access to 
the World Wide Web for the consumer 


and commercial markets was offered by 
ISPs in the mid-1990s. 

For instance, in India, the first dial-up 
e-mail network was set up between 
National Centre for Software i'cchiiology 
(NC.ST) aiuHhc Indian In.slitute of Tech¬ 
nology (IIT) Bombay in 1986, followed 
by connections to the US and Europe. In 
1994, a satellite communications iictwoik 
for the F.ducation and Kescarcb Network 
(ERNET) was set up with assistance from 
the United Nations Development Pro 
gramme (UNI )P). The Software Techno¬ 
logy Parks of India fSTPI} and National 
Informatics Centre (NIC) opened the 
Internet gates to software exjiorting com¬ 
panies and govcniment agencies as well. 
And in August 1995, Videsh .Sanchar 
Nigam (V.SNl.) introduced commercial 
Internet access in India. Private sector 
operators began offering services in 1998, 
and the number of cities and towns in India 
with Internet access is expected ti; in 
crease from the current 40 to over 70 by 
the end of 1999. 

Internet access via VSA'f was intro¬ 
duced ill Bangladesh in 1996. The nunilier 
of ISPs grew to a do/xm in 1997 and now 
amounts to 18. Some of ihe.se I.SPs have 
been experimenting with value-added 
services like Internet fax and Internet 
telephony. 

In Nepal, email .services were intnxiuced 
in 1993 by Ronast and Mercantile Office 
.Systems, using dial-up facilities provided 
by ERNET, New Delhi. Connections to 
the Internet in the US and Singapore were 
then set up. and lull access to the World 


Economic and Political Weekly November 20, 1999 


3317 



Wide Web was launched in 1996. In 1997 
Internet usaRe began to spread outside 
Kalhinandu. but in 199K growth ol Internet 
usage reptirtedly sUiwcd down due to 
bandwidth constraint and high aecc.vs rates 
IBhandari I999j. 

With assiManoc front UNDP, a pilot 
pluise ol the .Sustainable Development 
Networking Progrtunme was started in 
Pakistan in 1991 as part of a rcsrturce 
conservation initiative. UNDP also pro¬ 
vided funding for ItDUNF.T, an educa¬ 
tional networking project [Dadupota 
199.1|. The ISP market was opened up to 
the private sector in 1995. and a lew do/en 
ISPs began to set up operation. 

In sum. Paki.stan now has close to 40 
ISPs in operation accounting for iibout 
2.50,(X)l) users, rite re are 18 ISPs i n Bangla¬ 
desh and about 4(),(K)() Internet users, and 
there are four ISPs in Nepal with a total 
of about X.OtX) Internet and e-mail u.sers. 
India has a do/en ISPs, and close to a 
million Internet u.sers. 

N-viio.S/Vt CoNNi'fiivrrv ano 
Pl IRISfi At.RU Mt.NtS 

Bandwidth to the international Internet 
has grown to about 80 Mbps in India, 10.5 
Mbps in Pak istaii, 512 Kbps in Bangladesh, 
and .'20 Kbps in Nepal. Connectivity to 
the external Internet is via the U.S, western 
liurope. or Singapoie. 

bourty cities in India, 20 in Pakistan, 
and live each in Bangladesh and Nepal 
have access to the Internet. Maximum 
mier-city link capacity between the major 
metros in India is 2 Mbps; links between 
other south Asian cities are generally of 
the order of 04 Kbps. 

No peering agreements for forming 
national (let alone regionali Internet 
exchanges exist between south Asian 
I.SPs. .^s a result, all intcr-I.SP traffic is 
roulcd via the US, f;uru|H' or south-east 
Asia. 

In India, only government-owned I.SPs 
are currently pros iding international gate¬ 
way access. Private ISPs will be allovved 
to do so only it they allow for screening 
of traffic by the monitoring Facilities of 
iiutioiial security agencies such ,i.s the In¬ 
telligence- Buicau (IBi and K.AW. The 
department of telccommunic.itions tDoT) 
IS the nodal agency for seem ity clearances 
A committee comprising the icprcsciu.i 
lives of DoT, department of cleciiouics 
(DDK), iiiini.siry ol defence, minisiiv of 
home, department of apace. National 
IiiFormalics Centre (NIC) and National 
.Association of .Softiwirc and .Service Com¬ 
panies (NAS.SCtBif) will clear the gate¬ 
way proposals. ’ 


Interni-t Access Costs: 

DiAI,-UP and LEASt'T) LlNCS 

Dial-up and leased line costs in south 
Asia arc high by world standards, but 
continue to drop. Per-hour costs of dial¬ 
up Internet access (excluding high local 
telecom tariffs) currently are about .S 0.39 
in India, .$ 0.97 in Pakistan, $ 7.12 in Nepal 
and $ 1.5 in Bangladesh. Unlimited-usage, 
flat-rate pricing for dial-up Internet access 
still seems a distant reality for most of 
.south Asia. 

A leased T1 link in the U.S costs about 
$ 2.000 per month and a T3 link about 
$ 40,(XXi iier month. But a dedicated 64 
Kbps link in south Asia costs $ 1,900 in 
India. $ 6,.5(K) in Paki.stan, $ 8,000 in 
Bangladesh iind $ 7,{MX) in Nepal. 

I.SPs in Bangladesh connect to the glo¬ 
bal Internet via VSAT links, which have 
restricted bandwidth and also introduce a 
natural time delay of more than 500 milli - 
seconds for uplink and downlink paths. 
High satellite link costs also restrict the 
number of V.SAT circuits per I.SP to only 
one circuit. 

Price wars between I.SPs in India arc 
beginning to drive dial-up costs down, 
so much so that some private ISPs arc 
complaining that they may Find it difficult 
to be competitive if the government tele¬ 
com providers (.some of whom are also 
doubling as I.SPs) continue to drop access 
rates. 

Marki-.i P|-AVT-,R.S 

The ISP players in south Asia incluile 
government- owned agencies, large domes¬ 
tic corporate giciups, VSAT/cmail opera¬ 
tors, public sector infrastructure bodies, 
multinational corporations (MNCs). smal I 
entieprcneurs, and NGOs. 

l-arge MNCs (like AT&T anil UUNet) 
have yet to establish a significant liKithold 
in the south Asian I.SP marketplace iluc 
to regulatory uncertainties. Small entre- 
pieiicurs are chipping away at the access 
market viacybercafes, but largecoriToratcs 
ai e still struggi i ng with establi.,hed govern¬ 
ment Internet providers (like VSNL in 
India). In Bangladesh, the ISP market is 
dominated by government and NG(3 
players. 

Much p uential lies in the hands of the 
public sector units, such as the jiower grid 
and railway authorities who have existing 
secure cable connections across the re- 
aioii. National I.SP organisations are also 
emerging (e g, Internet Services Provider 
.Association of India) to create greater 
(.-illeetive bargaining power and to pool 
assets 


In addition to the structured and 
organised market, there is a definite market 
place for the unorganised segment. It is 
expected that they will play a significant 
part, by cornering as much as 25 per cent 
of the total market in countries like India 
by 1999. However, these will be restricted 
to small regions and single city operations 
only. 

Vai.ue-Added Services 

South Asian ISPs have only recently 
begun to move beyond basic connectivity 
•services to offer value-added services like 
news and entertainment, roaming .services, 
c-commercc, .security solutions, (ntranct.s 
and Extranets. For instance, Satyam 
Infoway in India offers news updates and 
entertainment information on its Web site. 
ETH Dishnet (www.cth.net) plans to 
launch educational services to residential 
u.sers. Wipro Infolcch and Global E-Com- 
mercc arc addressing VPN solutions. In 
Nepal, WorldUink is aiming at providing 
telemedicine services to hospitals and 
doclois. 

In key performance categories like 
rietwoik design (such as peering agree¬ 
ments, average bandwidth, diesel backup), 
content hosting and applications (dedi¬ 
cated .SCI vers, miiToring, .security. Intranet 
.services), customer .service (online help 
desks, 24-liour .service, billing formats), 
iind performance guarantees (packet loss, 
uptime, network delays), south Asian 
I.SPs continue to lag behind their counter¬ 
parts in countries like the US. Hence mo.si 
south .Asian web sites continue to be hosted 
in countries such as the US, where the 
hosting charges are more, affordable U) 
begin with. 

Internet telephony is causing .some 
concern to government telecom operators 
due to the anticipated drop in international 
telecom revenue:: when domestic users 
make long-distance and international 
phone culls via the Net. In India, the ISP 
VSNL, blocked access to the web site of 
Internet telephony company Vocaltcc for 
some time. Other Internet content issues 
in south Asia arc discussed in Rao c: al 
(1999). 

National ISP Rkoui ations and Poi.icie.s 

Through much of south Asia, the 
datacom environment is still governed by 
coloniul-cra legislation like the Indian 
Telegraph Act of 1885, with some modi¬ 
fications and revisions [Sinha 1999]. Other 
relevant laws include the Indian Wireless 
Telegraphy Act 1933, which stipulates 
that the government is the .sole owmer and 


.1318 


Economic and Political Weekly November 20, 1999 



controller of the radio communication 
channel (including VS AT links for Internet 
traffic). 

For issues ranging from Internet tele¬ 
phony to e-commerce, these antiquated 
pieces of legislation continue to hamper 
the growth of a progressive Internet 
environment. For instance, India's 
JiberalLsed ISP policy in 1998 decreed that 
“the liccn.sce will not take any measure 
which amounts to carriage of voice over 
Internet". 

Other regulatory bliK'ks in some south 
Asian countries include the forbidding of 
coupling between different service infra¬ 
structures (e g, VSAT and Internet back¬ 
bones in India), lack of mechanisms for 
creating a level playing field between 
government and private sector players, 
high costs of lca.sed lines, and taxes on 
data communications. 

On the other hand, more exemplary 
policy practices include the lack of restric¬ 
tive criteria on ISP licence application in 
India, a progressive import policy for the 
IT .sector in India, the early privatisation 
of (he ISP busine.ss in Pakistan, and the 
lack of multiple metering for Internet access 
(also in Paki.stan). In India. Internet policy 
recommendations were made by a high- 
level national IT task force whose policy 
recommendations were also made avail¬ 
able on the Internet. 

Unfortunately, the policy making envi¬ 
ronment for the south Asian Internet 
continues to be dominated by party poli¬ 
tics, foot-dragging by erstwhile govern¬ 
ment monopolies, and infighting between 
various communications agencies. 

For instance, the regulatory situation 
iti Bangladesh is complicated by the 
fact that the Bangladesh Telegraph and 
Telephone Board (BTTB), a state mono¬ 
poly provider of land line phones and 
VSAT links, has also launched its own 
Internet services in direct competition with 
private ISPs. 

Regulatory bodies - such as the Na¬ 
tional Telecommunications Authority of 
Nepal and the Telecommunications Regu¬ 
latory Authority of India - have been 
formed to regulate issues like awarding of 
ISP licences, fixing tariffs, and settling of 
inter-agency ISP disputes. 

Universal Acettss Issues 

The Internet - especially in south Asia 
- is still an urban-centric, largely Fnglish- 
oriented medium. Greater penetration of 
the Net in south A.sta will depend on 
factors like affordability of access in rural 
area.s, and relevance of content and .ser¬ 
vices in local languages. 


Hence much attention is beginning to 
focus on the creation and adoption of 
Internet kiosks, community centres, and 
non-I*C devices like Web-TV. World-Tel 
(www.world-tel.com) is unveiling ambi¬ 
tious plans for thousands of Internet 
Community CentresdCCs) in Indian states 
like Kerala, Tantil Nadu. Andhra Pradesh, 
Gujarat, Bengal, and Maharashtra. Trials 
for delivering Internet access via cable 
TV have already begun in some Indian 
cities. 

Bangladesh's Gramcen Communication 
is developing a kiosk-based programme 
foremail access in vi llages. The M .S S waim- 
nathan Research Ixiundation is develop¬ 
ing “knowledge ecnties” in south Indian 
villages to help ensure foixl security: the 
project includes local language content 
and wireless Internet jiccess. 

Gl-OBAt AM) Rl OlONAL ImIIAI.ANCES 

According to Brant Dov Abramson, an 
analyst at the daiacom traffic tracking 
organisation Telcgeography, the growth 
of the globiil Internet is al.so skew'ing 
international ISP maps, tariff structures 
and content hosting towards the US. 

According to Abramson {Economic 
Timex, India; March 12, IW9). 

US networks have always been central to 
the Iniernei. of course; what’s impoiiani 
is how that |X-rsists when the Interiiol 
reaches |)eople everywhere. ISPs gateways 
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of newly connecting countries are invari¬ 
ably hubbed in the US. As a result, the 
fastest route Iretwecn two regions, even 
neighbouring countries, is often through 
the US. Maps of Asian or European back¬ 
bones tell the story vividly: the Internet 
is spreading, but the US remains its central 
switching office. 

But Asian ISPs cunently ptty the full 
cost of connection of Internet links to 
the US. and not half as in the case of 
other telecommunications links. This is 
the problem pointed to in the January 
29. 1999 joint .statement by eight Asian 
telcos (Communications Authority of 
Thailand. Chunghwa. Indosut, KDD, 
Korea Telecom, Philippine Long Distance 
Telephone, Singapore Telecom, Telekom 
Malaysia) calling on U.S operators to 
share the costs of the international 
cables connecting betw’cen the US and 
the rest of the Internet. Such consider¬ 
ations li.ivc yet to he formally raised by- 
south Asian ISPs. Issues pertaining to 
liiicrnet imbalances arc generally fo- 
cii.scd on the urban-rural divide, and 
betw'ecn English and non-F.nglish speak¬ 
ing populations. 

Rlcommlnoa'iions 

Based on -ihe outcome of the recent 
south Asian Internet Workshop held in 
April 1999 in Dhaka organised by 
K'lMOD, several recoiiimendalions can 
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be made to policy-makers and Internet 
professionals in the region, to boost adop- 
iit)n of the Net and harness its potential 
to local advantage. 

(1) A level playing field should be created 
between basic infrastructure and service 
companies, and between wholesale and 
retail Internet pmviders. A government 
ISP [ilayer with a monopoly in one area 
(e g. VSAT links, last mile connectivity, 
international telecoms) should not use this 
monopoly power to wipe out an entire 
industry in another sector. 

(2) More public-private partnerships need 
to be launched between govcnimcnl/pub- 
lic and private sector ISPs. 

(^1 A regional Internet exchange should 
be created to facilitate more efficient traf¬ 
fic flows in the region. 

(4) Regional co-operation should be in- 
ei ea.scd between ISPs and other infrastruc¬ 
ture players, through forums, conferences 
and joint ‘projects. 

(.S) Local skill sets in datacom infrastruc¬ 
ture should be increased and refined. 
(0) Special attention .should focus on 
Internet kiosks and community centre 
projects for rural areas. 


(7) Power grid and railway authorities 
should actively participate in creating 
regional Internet backbones. 

(8) Government telecom players .should 
invest heavily in Research and Develop¬ 
ment on Internet telephony, so that the 
technology is seen as a market opportunity 
on a global scale and not a threat on a local 
scale. 

(9) Internet radio should be explored as 
a viable means of extending communica¬ 
tion channels and information services to 
a wider audience. 

(10) South Asian ISPs should work co¬ 
operatively with their counterparts in the 
rest of Asia to better understand and 
overcome issues of imbalance with US 
based ISPs. 

(11) South Asian ISPs must co-operatc if 
they arc to foster the regional infrastnic- 
tures which local content will demand, 
and which will in turn encourage the 
creation of such content. 

(12) Regulatory bodies for ISP issues 
should include not just members of 
government agencies but also network 
specialists and private sector partici¬ 
pants. 


(13) More effort needs to be devoted to 
tracking and providing convenient ac¬ 
cess to ISP market parameters, such as 
overall number of users, geographical 
diffusion, leased line availability, sectoral 
absorption, last mile technologies, regu¬ 
latory bodies and documents, and peering 
agreements between ISI^. 
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Online Content in South Asia 

Opportunities and Realities 

Madanmohan Ran 
Imran Rashid 
Hasan Rizvi 
Rt^ib Subba 

The importance of content - especially locally relevant, local language content - in the maturinft of an 
Internet economy cannot be overemphasises. The online content scenario in south Asia is reviewed along 
dimensions of number of Web sites, local relevanc e, community involvement, directories, search engine.s, 
ad revenues, and third party audits. In the .south Asian context,, despite regional variations, the status of 
online content still leaves a lot to he desired along these dimensions. Content will continue to play as important 
a role as infrastructure in making the Internet a useful tool for individuals and organisations. The paper 
concludes with a set of policy recommendations for enhancing the growth of local content in south Asia. 


THERE will soon be close to one and a 
half billion people in the Indian subcon¬ 
tinent, and the global Internet user 
population is already close to 150 million. 
But the south Asian diB'usion and adop¬ 
tion of the Internet continues to fail far 
short of the region’s potential. Much of 
the success of the Internet as a medium 
and as an economy in .south Asia will 
depend on universal or near-universal 
access forciti/.ens tocybcrspacc. But unlike 
ordinary telecommunications .service, is¬ 
sues relating to access to the Internet do 
not stop at the level ot the line and the 
device - that is where Net access issues 
begin. 

Since the Net is a two-way communi¬ 
cations and publishing medium, access 
issues (especially in developing nation 
blocs like south Asia) should also take into 
account what publishing and communica¬ 
tion resources are available at the user end. 
Internet users, after all. are not just con¬ 
sumers but producers and active ixirtici- 
pants in the information economy (or 
‘prosumers’). 

The ‘Seven Cs’ of a successful regional 
Internet agenda, then, could be aptly 
summed up as; connectivity, content, 
community, commerce, capacity, culture 
and co-operation. In other words, national 
and local connectivity to the Net must also 
be coupled with locally relevant content, 
community fora, and economically self- 
sustainable online initiatives. Gearing up 
to meet all these challenges requires local 
capacity in terms of technical expertise, 
leadenship at the national levels, and re¬ 
gional co-operation between Internet pro¬ 
fessionals across south Asia. 

Such initiatives have only just begun; 
indeed, the material for this paper has been 
drawn from di.scus$ion$ and presentations 


at the first south Asian Internet Workshop, 
organised by the International Centre for 
Mountain Development (ICIMOD) based 
in Nepal and hosted by the LtKal Govern¬ 
ment Engineering Department (LGED) of 
Bangladc.sh, in Dhaka in April 1999. 

CoNlliNT IN Dl Vt;I.OI»INfi COUNTRIES 

Many reports have been focusing not 
just on the connectivity gap bctw'ecn the 
north and the soutli. but the content gap. 
In other words, developing nations are far 
behind the more advanced Internet econo¬ 
mies not just in number of Internet .service 
providers (ISPs), hosts connected to the 
Net, number of individual users online, 
Internet diffusion ratios, and number of 
organisations with leased line connections. 
This imbalance also extends to content, 
in terms of number of web sites in devel¬ 
oping countries, amount of local language 
content, and use of online content by key 
.sectors. 

According to the International Telccom- 
munications Union report, ‘Challenges to 
the Network: Internet for Development’ 
(1999), there are more Internet hosts in 
Finland than all (vf Latin America and the 
Caribbean. There are also more hosts in 
New York than all of Africa. More than 
80 per cent of web pages are in English. 

The World Bank’s annual development 
report, Knowledge for Development 
(1998), stresses the importance of lever¬ 
aging new media technologies like the 
Internet in developing countries for areas 
like lifelong learning, training and reten¬ 
tion of skilled workers, transparency of 
government and f ^nancial institutions, and 
rural as well as distance education. But 
developing countries lag to some extent 
in communications infrastructure, techni¬ 


cal know-how and iiifonnation processes 
about the economy and the environment. 
According to Tara Vishwanalh, principal 
author of the World Bank report: 
Whether you are talking about infoniia- 
lion regarding the quality of milk, crop 
inspection standards, databases of import¬ 
ers. global economic indicators, or gov¬ 
ernment spending by politicians, publish¬ 
ing on the Net can effectively augment 
iniditional communication channels. 
Tracking the diverse aspects of the online 
content .scenario, identifying gaps inonlinc 
content, and recommending measures to 
bridge this gap within the development 
context thus constitute a key component 
of any progressive regional Internet initia¬ 
tive. 

In most south Asian countries, basic 
email access in some form was available 
in the early 199()s, and full TCP/IP access 
to the web was available from the mid- 
nineties onwards. Pakistan was the first 
south Asian country to open up its ISP 
market to the private sector (in 1995), and 
now has close to 40 ISPs in operation 
accounting for about 2,50,000users. There 
are 18 ISPs in Bangladesh and three in 
Nepal; each country has about 40.(X10 
Internet u.sers. India has a dozen ISPs, and 
close to a million Internet users. 

Bandwidth to the international Internet 
has grown to about 80 Mbps in India. 10.5 
Mbps in Pakistan, 512 Kbps in Bangladesh, 
and 320 Kbps in Nepal, laiascd lines 
continue to be exorbitantly high in south 
Asia, but costs per minute of dial- up access 
are beginning to drop. All south Asian 
countries are in varying stages of discus¬ 
sion on formulating a national Internet 
policy. On the one hand, India’s national 
IT policy, which prominently featured the 
Internet, wasavailablein draftform online; 
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on the other hand, Bangladesh is yet to 
reach some consensus on such a draft. 
Moredeiadson Internet infrastructure and 
ptilicy in south Asia arc available in Rao 
et ai riyw). 

CoNii-.N'r: I)i;vi,Loi'r;K.s ano Ai!oit-.Nri.s 

Internet diffusion in .south Asia is at 
least a step or so behind other regions like 
North America and liurope. Thus, like 
some other emerging ceonoinics, one 
peculiar feature of the south Asian Internet 
.scenario has been that there arc more 
Internet users of south Asian origin out¬ 
side the ivgion than within (though this 
imbalanec may be reversed in a few years). 
In other words, theiv arc currently more 
south Asian expatriate internet u.scrs (es¬ 
pecially in countries like the US) than 
•south Asian resident Internet users. 

As a result, much of the initial push to 
Cl cate south Asia-related content came 
from oulside the region, es()ecially from 
the academic and non-piolil sectors in the 
U.S. As local diffusion ol the Net picked 
up, more conient development work 
niushiooined at home. But much of the 
online audience even for this local content 
continues to be based abroad. I lencc many 
content providers in south Asia (e. g, the 
news media) seem more prc-oeeupietl with 
expatriate audiences, though this situation 
is beginning to change. 

There aa‘ at least .seven measures ol 
market maturity for online content in a 
country |kao I'-W): (a)Ti>tal number of 
web .sites about (and published in) the 
eoiintr)'; (b) Local relevance and useful¬ 
ness of tliis content; (c) Local language 
staiulaidisation and usage on the web; 
(d) Amouniolsub national content (about 
states, provinces, cities); (e) Presence of 
meta-contenl like directories and .search 
engines; (f) .Amount of ad revenues t.u- 
geted at online audiences via these sites; 
and (g' The pivsence of tliirtl-party services 
from online iraflic auditors, ad revenue 
auditois and muiket research groups. 

In terms ol conient. the number of web 
sites focusing on each country is estimated 
to lie around lO.tRK) in the case of India, 
2.(X)0 for Pakistan, 1 .(MK) loi Nepal, and 
UX) for Bangladesh IRi/.vi 1499; .Subba 
I99y|. Thus, a lot of the tollowing dis¬ 
cussion will focus on India-based contenl. 
but relevant instances of other south .Asian 
content have also been included. One 
would also hope that some of the short 
comings of Indian content on the web may 
not be rcpeateil as other south Asian 
countries step up their online oficrings. 

Ihe alxivc figuresaicdcfinitely an under- 
repre.sentation ol the potential of the 
region, given the amount of existing ofUine 
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content, cultural depth, and need for more 
online information in areas like govern¬ 
ment resources and social issues. Most 
south A.sian online content (more than 95 
per cent) is still in English, and efforts to 
boost local language content are Just 
beginning to take off. 

Many Internet users in south Asia arc 
yet to find significant local benefits from 
accessing local content on the web; local 
content is only slowly meeting the needs 
of the domestic audiences in a major way 
(c g, in terms of fresh, in-depth online 
news). In some countries, sub national 
content is beginning to ap|x;ar on sites 
dcifK-alcd to specific cities and states (e g, 
Cioacom, Kerala). 

Only India has comprehensive directory 
and .search services covering local content 
in llnglish (e g, Khoj, Rediff). Otherwise, 
U.S-based directories like Yahoo are the 
more authoritaiivc resources on regional 
sites. 1'he online ad markets in south Asia 
are still in their infancy; the Indian internet 
ad market, for instance, was worth only 
about Rs 7 crore (US $ 1.75 million) in 
1998, according to some analysts. And 
tliird party audits of online traffic to south 
A.sian web sites are completely missing. 
Market leseareh groups like International 
Data C’orpoiation (IDC-India) have only 
recentlv begun to issue forecast reports on 
areas like e conimeree. 

Attaining online media maturity also 
lequires building and harnessing the req’ 
uisite capacity for digital publishing. This 
retjuires a significant availability of for¬ 
mal educational and vocational training 
offerings lor .students and workers in the 
publishing field. In India, the Indian In¬ 
stitutes of Technology and Management 
have only recently licgun to offer courses 
and modules in areas like web publishing 
and c commerce. Professional training 
institutes like ApTech and NUT offer a 
I ange of courses in multimedia publishing 
and e-business in .several south Asian 
eouniries. 

Theie arc very few instances of sites 
featuring pan-south Asian content initia¬ 
tives but this is probably symptomatic of 
the general lack of success of other re¬ 
gional CO -operative initiatives as well. The 
subsequent .sections of the paper will fiesh 
out more qualitative asiiccls of this con¬ 
tent pii.ture. 

As cx^Kvted, the initial channels for 
delivery and publishing of south Asian 
online content w'erc mailing lists, Usenet 
newsgroups and gophers; web sites came 
into the picture only in the mid-nineties. 
Much south Asian content today is web- 
ba.sed, but email fora can still play a u.scful 
role c.specially in areas where bandwidth 

Fxronoinic 


is low and the quality of phone connec¬ 
tions is poor. In that sense, email-based 
discussion lists arc an under-utili.sed chan¬ 
nel in south Asian online communica¬ 
tions. For instance, a .search on the Liszt 
directory of mailing lists (http:// 
www.li.szt.com) reveals that out of about 
90,095 mailing lists on the Internet, there 
arc only about 40 mailing lists focusing 
on India, eight on Pakistan, four on 
Bangladesh, two on Nepal, and lO on 
south Asia; most of these are also prima¬ 
rily concerned with south Asians living in 
the US. 

In terms of aesthetics and presentation 
of web publishing, many south Asian 
sites arc still in the ‘boKhurewarc’ or 
‘shovclware’ .stage; they do not effectively 
leverage the interactivity of the Net as a 
medium. Many of the south Asian sites 
also tend to lx: heavy in graphics, and have 
not been optimised for rapid download 
times. But then again, this is probably also 
the result of cx|x:nsive access rates and 
inadequate budgets for investing in more 
jxiwcrful messageboard technologies or 
higher staffing levels. Unscrupulous web 
designer companies may also share the 
blame. Quite possibly, at the negotiation 
stage, they may not emphasise the ongoing 
investment the organisation has to make 
ill a useful web site. 

CoNi i.NT Ca ^■(i^Rll-;s 

This section covers nine key .sets ol 
categories for online content: news media, 
public health, acadcmiu/education, busi¬ 
ness, government, NGOs, local languages, 
rural initiatives, and content from other 
developing nations, 

AVu'.v anti General Information 

Mom English language newspapers and 
magazine groups in south Asia have an 
online presence (full lists of online media 
around the world can be obtained from 
silc.slikcNewslink,organdMcdialnfo.a)m). 
Some traditional media groups also face 
stiff competition from web-only public¬ 
ations (e g, Rediff in India). In India, news 
content is also available in aggregated and 
rc-dislributed form on various newly 
emerging portals (e g, SatyamOnUne.com) 
and online research databases (e g, 
IiidiaInformer.com). Several alternative 
media organi.sations have also sprung up 
to challenge main.strcam perceptions 
(e g, Drik in Bangladesh). 

Internet censorship (of political, reli¬ 
gious, sexual conient) dues not seem to 
be a major issue yet in south Asia; most 
policy issues are still focused on creating 
appropriate regulatory frameworks for 
basic infrastructure providers like ISPs, 
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setting access rate ceilings, ana reducing 
import duty levels on Internet-related 
goods like ^s and modems. In the Indian 
context, some discussion on issues like 
the perceived need to block ‘culturally 
offensive' material or to address ‘con¬ 
cerns of national security’ can be found 
online at: 

• http://guide.v$nl.net.in/tcpip/columns/ 
ccnsorship/cc02.html, 

• http://www.indiaiine.com/ 
net.columns/coiumn6().himi). 

Public Health 

The Net can be very well leveraged for 
public health information and for disaster 
relief during the region's frequent national 
calamities. Some organisations have effec¬ 
tively used the web and email campaigns 
to rdi.se relief funds during the Andhra 
Pradesh cyclone (e g, India Network 
Foundation - http://www.indnct.org). but 
much more can be done in this regard in 
.south Asia. 

Education and Research 

Internet diffusion in schools, colleges 
and universities has not yet reached ad¬ 
equate levels; very few academic journals 
published from south Asia are online. 
Accc.sstore.search-oricntcdcontent- such 
as online databases from the In.stitutc of 
.Scientific Information, which is a major 
provider of online research content to 
western academics - is still priced beyond 
the budgets of many south Asian academic 
institutes. 

Government Resources 

Some governments and government 
agencies are actively publishing reference 
information online. I'he.se include the 
National Informatics Centre in India, vari¬ 
ous .state governments, and sites in Pakistan 
(http://www.pak.gov.pk) and Nepal (c g, 
NepalNel, htlp://www.panasia.org.sg/ 
ncpalnet). 

For instance, spurred by the anticipated 
boom in the Indian Internet u.scr ba.se, a 
number of state governments have an¬ 
nounced local Internet initiatives, ranging 
from online trade and inve.stments .ser¬ 
vices to high-tech corridors conducive to 
foreign investments. Andhra Pradesh's 
Chandrababu Naidu is talking about get¬ 
ting all the companies in his state on to 
the Internet, and creating transparent 
government .services accessible online. In¬ 
formation and services to be provided via 
the Net will include land records, property 
taxes, birth and death data, and applica¬ 
tions fur certificates. 

Indian states with ofticial web sites pro¬ 
moting activities like tourism and indu.stry 


now include Uttar Pradesh (http:// 
www.upindia.cum), Sikkim (hup:// 
sikkim.nic.in), Madhya Prade.sh (httji:// 
www.roptouri.sm.com), Punjab (http:// 
www.nic.in/punjab) and Maharashtra 
(hup://www.maharashtra.gov.in). India’s 
commerce ministry has selected several 
organisations for coordinated EDI (elec¬ 
tronic data interchange) implementation, 
such as Customs, Directorate General of 
Foreign Trade (DGFT), Re.scrvc Bank of 
India, and Container Corporation of India. 
But despite such announcements, the 
promise of the Net for services like e- 
governance is still far from impleincnia- 
tion in south Asia. Slates like Kerala and 
Tamil Nadu, with some assistance from 
London-based ITU-backed World-Tel, arc 
looking at boosting online government 
services and local conicni in the coming 
years. 

Non-novcrnmental Resources 

National NGDs (like the LEARN foun¬ 
dation and Urik in Bangladesh), INGOs 
(like ICIMOD in Nep.al and CRY in India) 
and global organi.saiions like (UNDP in 
Pakistan) have it nicKlcst online presence 
in south Asia. IN(iO funding also drives 
much Inicriiei publishing in .south Asian 
countries like Nepal and Bangladesh. 

l^cal Ixmauafic Content 

One area where there i.s a huge content 
gap i.s in local language (lublishing. New.s- 
[lapcrs of only a few regional languages 
arc online; only a few academics and 
committed individuals have published 
notable amounts of local language litcra- 
lure. Part of the problem hits been a general 
neglect of local language IT prcxlucts and 
.services by the south Asian IT industry; 
there is also a marked lack of standard¬ 
isation of reprc.scntation schemes, fonts 
and keyboard layouts for .south Asian lan¬ 
guages. 

Fortunately, there has been a modest 
amount of lobbying and mobilisation to 
get .some south Asian languages included 
in the Unicode consortium. This has also 
included soinc support from other coun¬ 
tries wheic south Asian languages arc 
spoken, such as .Singapore and Malaysia. 
Unfortunately however very little pan¬ 
south Asian work is taking place in local 
language standardisation. 

A few encouraging signs along this 
dimeiisioiiarcjustcmcrging.lndia’sCentrc 
for Development of Advanced Computing 
has recently launched a multilingual 
Webware .scheme called the iLEAP-I.SP 
.scheme. A multilingual word processor 
with Internet and e-mail support in Indian 
languages will be made available free to 


all Internet sub.scribers through their re- 
.spcctive ISPs. 

Probably one' of the most promising and 
notable developments has ^en the boost 
to local language content and access in¬ 
frastructure by the Tamil Nadu govern¬ 
ment. The 7.5 million-strong Tamil speak¬ 
ing population w'orldwide has received a 
boost in cyberspace thanks to a $1.25 
million local language initiative launched 
by the Tamil Nadu government to promote 
online content and institutional backing. 
The initiative, aiiiiounccd early in Febru¬ 
ary 1999 by Tamil Nadu chief minister 
M Kurunanidhi, includes seed sup|K>rt for 
a state-level faniil Internet Research Centre 
and a World Tamil University. The .state 
governmeni will also approach the Inter¬ 
national Unicode Coiisoniiim for seeking 
meinliership. The state goveriiincnt will 
work closely with the governments aiid IT 
sectors of .Singapore, Malaysiti and Sri 
Lanka on such I'amil language initiatives; 
Tamil i.s an official language in these 
countries as well. According to Manoj 
Aiinadurai, a S|X':akerat the recent I'ainilNet 
1999 conference, less than 2 |X‘r cent of 
Tamil Nadu's population uses computers, 
and most of this usage i.s in English. 

The gtwernmenl's support for online 
initiatives apd keyboard standardisaii«>n 
drives in the local language is expected 
to be instill menial for tapping into I'amil- 
speaking rural and home markets in India 
and the Tamil diaspora. Numerous other 
initiatives for online Tamil publishing are 
expected to coordiiialc their efforts with 
the Tamil Nadu government. The Nanyang 
'I’cchnological I Jni vcl^ily in .Singaixirc has 
been w'orking on a Tamil Unicode editor 
and tnulli-script URL software. .Several 
.semi commercial efforts have thus fur been 
launched to globally coordinate web 
publi.shing and online business among the 
Tamil population, such as CheiinaiOnline, 
International I'amils Motivational Move¬ 
ment, ramilNelandTamilNaiion.The use 
of Tamil on the Internet i.s reportedly far 
greater than any other Indian language. 

The first TamilNetconference was held 
in 1997 in Singapore; the secoiul one was 
held recently in Chennai, and dccideil on 
a standardised Tamil keyboard ba.scd <)n 
the phonetic system <is well a., a l-a.se 
charactercncoding scheme.’I his initiative 
is accompanied by a nia|or infrastructural 
dri ve to enable widcspiuad Inteinet access 
in Tamil Narlii via communiiy centres and 
Internet kiosks, with assistance from 
London-based World-Tel. In three decades 
the global I .imil population would leach 
1(K) million, according to .S Thondaman, 
,Sri liiiika’s Minister of Livestock Dcvclop- 
mcni and Estate Inlrastructurc. “The chal- 
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Icnge before the Tamil speaking commu¬ 
nity is to enable marvellous innovations 
like the Internet to be accessible to a 
grov^ing number of people”, he said. 
Malaysian Public Works Minister Dato 
Seri S Sarny Vellu said Tamil is one of 
the oldest classical languages in the 
world. Tamil software standards and 
online education initiatives would help 
“create a com|x:titive edge for speakers of 
the Tamil language in the new digital 
economy”. 

It is imperative that such initiatives be 
studied and emulated where appropriate 
by other south Asian language enthusiasts 
and policymakers. Unless local language 
content is aggressively promoted, the 
Net will continue to be a largely English- 
oriented, urban-centric elitist tool in south 
Asia. 

Rural Initiatives 

One of the most exemplary initiatives 
for blending rural and environmental 
concerns along with Internet access and 
local content development is the DRIK- 
I.EARN initiative for network learning 
and afforestation in rural Bangladesh. 
Started in 1997 in Durgapa.sha, it now 
involves 1,200 students from schools, 14 
computers, an email server and a web 
design .studio. The initiative is driven in 
part by aTrce Education Endowment Fund 
which draws involvement from different 
nationalities for investing in trees, and 
also by fees paid by children [Khan 1999J. 
Pmject partners include the DRTK online 
picture library and the Global Amitcch 
Internet-based news service. 

Students at the LEARN centres use web 
publishing techniques to create local in¬ 
formation databa.ses on population, edu¬ 
cation levels, health, and agriculture. The 
databases are updated by new batches of 
students every six months. ‘Knowledge 
loops' arc thus created in the rural areas, 
whilcal.sudrawing.synergi.stic inputs from 
participants in other countries. 

In India, state governments of Tamil 
Nadu, West Bengal, Kerala, and Gujarat 
are discussing projects for the launch of 
public access Internet community centres 
with World-Tcl (http://www.world- 
tcl.com). Kerala industry minister Susheela 
Gopalan has unveiled an IT policy which 
lays stress on taking information tech¬ 
nologies like the Internet to the common 
man, right down to the villages. The 
mission targets spelt out in the policy 
include a PC penetration of 10 per 1 .(MX) 
population by the year 2001, Internet link¬ 
up of all colleges by year 20(X) and .schools 
by 2{X)2, and setting up Internet kiosks in 
every panchayat ward. 


Business Content 

Much of the drive towards e-commerce 
, in south Asia will be driven by transactive 
content, i e, content which facilitates the 
completion of entire commercial transac¬ 
tions, or a significant part of them. 

The Internet is changing the structure 
and definition of tradeable services world¬ 
wide, according to the World Trade Organi- 
.sation's Report on Electronic Commerce 
(1998). It predicts that the Net will pro¬ 
foundly transform inter-organisational 
commerce, retail, and government procure¬ 
ment sectors worldwide. The ripple-effect 
of these changes is affecting the sale of 
jtems like books, PCs, apparel, tickets and 
music in advanced Internet economies like 
the U.S., and will soon impact .south Asia 
as well. 

It is in the husiness-to-busincss sector, 
and not the business-to-consumer sector, 
where the Net is expected to have its most 
dramatic impacts as companies hook up 
content and messaging systems on Intranets 
and Extranets to cut costs, improve 
efficiency, and create whole new 
marketspaccs. Such trends arc becoming 
visible in the Asian context us well. For 
instance, the site of trade infonnation pub¬ 
lisher AsianSources.com, a business-lo- 
busincss trade inquiry hub, is facilitating 
millions of dollars of international trade 
leads for Asian companies in the manu¬ 
facturing, pharmaceutical and apparel 
sectors. From humble email messaging 
and real-time market research to online 
sourcing and e-retailing, the Net has much 
to offer south Asian businesses. Sectors 
like the apparel industry have only re¬ 
cently begun to sit up and take notice of 
the potential of e-business for a wide 
range of activities in apparel design and 
development, such as online brand build¬ 
ing, visual merchandising, and data ware¬ 
housing. 

At a national level, this will call for the 
use of IT to improve linkages with sup¬ 
pliers, distributors, retailers and other in - 
termcdiarics. Indian retailers like Shop¬ 
pers’ Stop (hUp://www.shoppcrs.stop.com) 
use sophisticated information technology 
to cut costs, improve market responsive- 
ne.ss and manage customer loyalty pro¬ 
gramme . and web sites. But there are 
hardly any examples of third-party busi- 
ness-to-business content and commerce 
sites in .south Asia, which could serve as 
online hubs for strengthening co-operation 
and information sharing between manu¬ 
facturers and retailers for mutual growth 
and businetis opportunities. 

E-commerce in India is very much alive, 
with sites offering books for sale in 


Bombay, vegetables in Delhi, and movie 
tickets in Bangalore. IDC (India) e-stimates 
that the value of sales over the Net in India 
will mushroom to Rs 1,2(X) crore in year 
2(X)1, if the Internet user base takes off. 
Educational institutes like the National 
Institute for Fashion Technology (NIFT) 
are stepping up course offerings and in¬ 
ternship programmes for students in areas 
like Internet marketing, according to Darlie 
O’ Koshy, chair of NIFT’s apparel market¬ 
ing and merchandising department. 

Content Practices From Other Develop* 
ing Nations 

Notable examples of local content 
publishing and leveraging in other emerg¬ 
ing economies, from the south Asian per¬ 
spective, include the Virtual University of 
the Monterrey In.stitute of Technology in 
Mexico (which enrolls 9.(XX) degree and 
35,000 non-degree students from Latin 
America), the African Virtual University 
project (to increase access for African 
researchers to educational resources like 
academic journals through the Net), 
Singapore Network Services’ e-mail 
based .services (which helped improve the 
efficiency of Singapore’s ports; they 
arc now being adopted in India), On 
World Online (hitp://www.oncworld.org- 
a wch-based clearinghouse of issues re¬ 
lated to sustainable development, which 
receives inputs from organisations in 
countries like India, Italy and Britain), 
and Peoplink (hltp://www.pcoplink.org - 
it uses the web to publicise the handi¬ 
crafts work of women in countries like 
Panama). 

It is imperative that similar content- 
related developments in other emerging 
economies also be tracked, and lessons 
and teachings be drawn from these for 
South-South exchange. 

Recommbndations 

Drawing on some of these similarities 
and differences across the region, several 
policy recommendations were made to 
boost south Asian content on the Net at 
the historic regional workshop on the 
Internet in south Asia, organised by 
ICIMOD in Dhaka in April 1999. They 
include: 

(i) Publications (newspapers, magazines, 
academic journals) which are not yet online 
must be encouraged to publish their in¬ 
formation on the web. Content must also 
be provided in the business sector, geared 
toward.s creating a business marketspace. 
Constantly updated telephone/e-mail di¬ 
rectories and yellow pages for busines-ses 
in each city and town must be made 
available online. 
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(it) Special attention must be paid to die 
cxport^impoit sector. Directories of ex¬ 
porters, product catalogues, customs in¬ 
formation, shipping/transport agencies, 
insurance agencies, third party audit/veri¬ 
fication information must all be compiled 
online for one-stop access by importers 
and exporters. Linkages must be provided 
to existing trade databases published by 
organisations like the United Nations. 

(iii) Content from non-profit organ¬ 
isations, public health groups and social 
service agencies mu.st also be published 
online; a special grant should be set up 
for this purpose. 

(iv) Special measures must be taken for 
providing online content rapidly during 
times of disaster like earthquakes and 
floods (e g, lists of victims and survivors, 
contact numbers of relief agencies, live 
news updates). 

(v) Government departments and agen¬ 
cies must publish extensive content online, 
geared towards citizen services like land 
registration, tax information, appointments 
with officials, transparent accounting 
practices, and employment opportuni¬ 
ties. etc. 

(vi) Initiatives must be launched to 
publish education-related content and 
services at all levels. Online educational 
content and instructional delivery must be 
used to extend the .scarce resources of 
educational institutes across the country. 

(vii) Content generation must take place 
in south Asian languages and English. The 
development and standardisation of local 
language software, fonts, and web pub¬ 
lishing tools must be promoted aggres¬ 
sively. 

(viii) Where possible, use of freeware 
and shareware packages and tools, such 
us the use of the Linux operating system 
and Apache web server for digital pub¬ 
lishing should be encouraged, instead of 
relying on costly proprietary software 
solutions. 

(ix) Training centres and scminais .should 
be set up for generation of internal and 
intra-organisationai Internet content, via 
Intranet document management systems 
and Extranet-oriented flow of informa¬ 
tion. Computer courses and curriculum in 
schools and colleges must be augmented 
to go beyond basic word processing and 
programming to include web page design 
and online databa.se management. 

(x) Legal developments concerning 
content classification, regulation and 
enforcement in countries around the world 
must be tracked. Regional representatives 
from the indu.stry, academia and govern¬ 
ment should try to be present in forums 
of the UN. WTO. OECD. 0-7. ASEAN, 


SuamoARo: South Asia on the Net 


(a) News and Reference Information 
Bangladesh 

Bangladesh Web 
Cyber-Banglade.sh 
The Inilependeni 
Daily Star 

UN Mission of Bangladesh 
Pakistan 

Dawn newspaper 
News Network International 
Pakistan News Service 
Pakistan Press International 
FMIOO 

Pakistan Television (?oq) 

The Nation 
Radio 

India 

Asian Age 
Times of India 
Indian Express 
Dainik Jagran 
India Today 
Business Standard 

Nepal 

Kathmandu Post 
Explore Nepal WerkIv 

(b) (lovernmenl Resources 
Bangaldesh 
Bangladesh Online 
Pakistan 

Central Board of Revenue 
Orncial governiiK-nt site 

India 

Uttar Pradesh 
Sikkim 

Madhya Pnide.sh 

Punjab 

Maharashtra 

Nepal 

indreni 
NepalNet 
HcalthNct Nepal 

(c) NGOs 
Bangladesh 
Drik 
LEARN 
LGED 
India 
CRY 

India Network Foundation 
Pakistan 
■UNDP 
Nepal 
ICIMOD 

(d) Search Engines and Directories 
India 

Regional 


http;//hangladcsh-wcb.com 
http;//www.eybcrhanglade,sh.org/ 
htip://indcpcndciit-bangladesh.com 
http;//www .dailysiamews.com 
http://www.iin.inl/bangladesh/ 

http://www.dawn.com 

hitp://www.nni-nrws.cum 

http://www.pakn«w s.org 

http://www.pakistan-news.com 

http://www.finl(X).com.pk 

http./Zwww.ptv.com.pk 

http://www.nation.eom.pk 

http://www.radio.guv.pk 

http://www.asianagc com 

http://www.tiincsofindia.coin 

htlp://www cxprcssiiidia.cum 

hllp://www.jagran.coni 

http://www.india-today.coni 

http://www.husiness-standard.com 

http;//www.suuth'asia.coni 

htip://www.ratinandn.coin 


hllp://www.baiigladcshia.liiie.com/ 

http://www.cbr.gov.pk 

http://www.pak.gov.pk 

http://www.upi ndia.coiii 

http://sikkiin.nic.in 

htip://www.mptourisni.com 

http://www.nic.in/punjab 

htip://www.maharashtra.gov.in 

hllp://www.ncpaliug.org.tip 

hltp://www.panasia.org.sg/ncpalnel 

http://www.heallhnct.org 


http://www.drik.nci 

http;//www.learn.org 

hitp://www.lgcd.org 

http://ww w.cry .org 
http://w w w. indnet .org 

http.//www.un.ui g.pk 

http;//www.icimud.org 


http;//www.khoj.com 
http://www. 123india coin 
http://www chowk.coin 
http;//www.southasia.nct 
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APRC. etc. dealing with cybcr-spacc con¬ 
tent issues like intellectual properly rights, 
copyright protection, online privacy, 
online'enmes, and digital watermarks. 
Draconian content laws which require 
censoring of material published on web 
sites in Indiaandabroad-sliouldbe avoided. 
Whcie necessary, parental filtering solu¬ 
tions should be used to protect children 
from seeing objectionable content on the 
web. Hill laws interfering with basic free¬ 
doms of sjiccch and c.xprc.ssion should be 
avoided. 

txi) Online forums and |x;riodic semi¬ 
nal s/briefings must Ise conducted at the 
national and rcgiontil levels to invite par¬ 
ticipation in policy making regarding 
national online content laws. 

(xii) A key focus on content should be 
to make a (lilfcrcncc to the way service 
is delivered. In aieas like making govern 
ment procedures transparent, a lot ol 
political will and muscle will he needed. 
I'oi instance, in aieas like land recoids 
and getting power connections, some un- 
siiupulous middlemeii tend to get in¬ 
volved; openness and transparency will 
threaten them, but the government must 
display the political will to clean up 
these proecsses via opicn content pub¬ 
lishing. 

(\ ni) Many id'the concerns facing .south 
Asi.i are also encountered by other devcl • 
oping nations in the world. Online and 
online forums mu.si he created and sus¬ 
tained to eneourage di.seussion on digital 
eonicni-ielated activities between south 
Asia and other emerging economics. 

(xiv) To promote access to illiterate 
people, Internet radio stations in local 
dialects should be encouraged, and de¬ 
vices as well as channels should be lound 
(e.g through World; pace or other satellite 
broadcast) to di.stnhiitc this loc.illy (c.g. 
via cable TV networks). 

(XV) World-class hosting infrastructure 
must be created in south Asia so that 
l(Kally geneialed content will he predoini- 
nantly hosicd in the region and not out 
side, ihii.s saving hicr.tti vc foreign exchange 
revenues and safeguarding information 
sovereignly. 

CiosiNuTiioi.iiiiis 

Kieliatd Li; the .11-ycar-o'd founder of 
Asia's first .satellite-delivered cable tele¬ 
vision service Star TV. .says the region's 
financial turmoil only dramatises the «eed 
for belter, faster information. “Wlial sepa 
rated the countries that did OK from tiic.se 
that didn't was the availability of infor¬ 
mation. Which countries are still stand¬ 
ing'’ .Singapore, Hong Kong, Taiw-an. 
Winch onc.s aren't'/ Korea, Thailand. In¬ 


donesia,” he stays. Business people and 
policy-makers in Singapore, Hong Kong 
and Taiwan generally had access to real¬ 
time electronic news, while peojile in other 
parts of the region did not. 

The Internet solutiums industry and the 
content sector in south Asia clearly play 
an important role in the information age. 
Given the si7,e of the print, audio, video 
and film wealth of the region, there is 
tremendous potential for publishers, ad¬ 
vertisers, distiibutors and consumers of 
south Asian content in the online realm 
as well. 

It is imperative that organisations in 
south Asia embrace the Net, and develop 
sustainable content publishing models 
with active cooperation between govem- 
nient. ucudemic, business, and non-profit 
sectors of society across the region. 
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DISCUSSION 


Convergence of Incomes across States 

SSubrahnianyam 


M Govinda Rao, R T Shand and K P Kali- 
rajan have made an important contribu¬ 
tion to the issue of inter-state variations 
in growth {EPW, March 27-April 2,1999). 
"nic study has relevance from two angles. 
1'here is an increasing interest in the re¬ 
lationship between growth and inequality 
in recent times. The controversy has a 
theoretical basis. The neoclassical theory 
argues that per capita incomes of nations 
will converge because of the diminishing 
marginal productivity of capital. L.ow 
income countries with access to the most 
up-to-date technology can grow faster than 
the ilevclopcd countries Iwcause of the 
wide gap between their present technol¬ 
ogy and the technology available from 
developed countries [Solow 1984]. The 
endogenous growth theory contradicts this 
neoclassical proposition, it stales that 
growth depends on investments in human 
capital and research [Shaw 1992|. At the 
empirical level, many studies using cross¬ 
country data have thrown up results sup¬ 
porting either hypothesis. 

In this context, it is iccognised that 
convergence of per capita income has to 
bcdi.slinguishcd from ctmvcrgenccof total 
factot pnaluctivity. Kven if productivity 
converges across regions, demographic 
and invc.stment factors may result in di¬ 
vergence of pcrcapitaincome [Abramovit/ 
1986J. Further, convergence may be con¬ 
fined to the group of developed countries 
and the inclusion of all countries may 
reveal divergent growth paths. Abramovit/. 
explains this contradiction in terms of the 
requirement of .social capability. 

While most of the .studies Rkus on cross¬ 
country experience, studies across Indian 
states are very few. The study under 
consideration is important as it focuses not 
only the is.sue of convergence, but also on 
the reasons forthc observed pattern. While 
the conclusion that Indian .states are fol¬ 
lowing diverging gmwth paths is undeni¬ 
able, the approach adopted for arriving at 
this and other conclu.sions ha.s metho¬ 
dological problems. 

In the estimated convergence equations 
the dependent variable which reflects the 
growth rate is spccitlcd as: 

where y j, is the per capita SDP of the .state 
i in the base year. The growth rate derived 


from this formula is based on single-year 
end-points and is likely to be biased up¬ 
wards or dtiwnwards depending on sea¬ 
sonal conditions during the two years. .-\n 
ideal method is to consider the growth rate 
derived from .seini-log trend equation. In 
fact, the authors worked out these growth 
rates to u.sc as dependent variable in the 
regressions relating to determinants of 
growth. An alternative woukl be to con¬ 
sider the average of three or five years for 
both bitsc and terminal |ieriods. 

Taking a single ye.n for calculation of 
growth may he leNponsiblc for getting a 
poor lit l<'r the later periods despite in¬ 
crease in the regional inequiility as le- 
vealcd by the standard deviation of loga 
rithms. While all tiic equations up to the 
one for 1980-94 have statistically signifi¬ 
cant coefficients, the e(|uation for 198.5- 
94 turned out to have a statistically insig¬ 
nificant eoefficicni .ind the one for 1990- 
94, a span of only five years, has a sig¬ 
nificant coelficient. f'onsidering the fact 
that the coefficients for all the earlier 
|x rinds are also significant and that 1990- 
94 is a very slioii span for exiimining 
growth, this change from a statistically 
insignificant coeflicient to a significant 
one cannot be attributed to lilieralisalion. 
The statement that "after the intnxluctinn 
of liberalisation, the greater market initia¬ 
tive seems to have strengthened the 
positive relationship" is a far-fetched 
conclusion. 

Tlic regression c(|uations on convergence 
contain two more variables Ixtsidcs the 
initial level of income. One of them is the 
share of the primary sector in total stale 
domestic product t.SfyP). But it is written 
as In Agjwhich obviously is not the 
share of the primary sector. It needs 
clarification regarding the actual variable 
used in the regression. The .second 
variable designated as a standardised 
measure of sectoral composition is de¬ 
fined as: 

where Wy,-j- is the weight of sei tor j in 
the SDP for stale i at time l=T and yj, is 
the all stale average SDP in sector j in time 
t. The variable gives the growth rate of 
SDP that the state i could have achieved 
if the three .sectors had grown at the national 


rate. It is mentioned that the correlation 
between thc.se two variables exceeded 0.9 
and hence only one of them could lie used 
in any regression equation. But these two 
variables aie expected to have negative 
assiK'ialion a.s a high primary sector share 
is likely to pull down the overall growth 
rate. In the estimated regression equa¬ 
tions. the sectoral share index has a posi¬ 
tive as.sociatioii with the SDP growth rale, 
while the so-called primary .share ha.s a 
negative association. This relleels only 
a negative cormhition between the.se tw'o 
variables. Piinher. it is difficult to undei- 
staiid the need for iiilriHlueing these vari¬ 
ables. There is no need lor isolating the 
contribution of these two variables for 
underslundiiig the relationship between 
growth rate and initial level of income. 

The legrc.ssion resiills clearly mdicalc 
that the .stales ure following diveigeiil 
growth paths. The same conehisioii is 
drawn in earlier .studies also |Krishnaji 
190.1, Das and B.irua 1996). But the con¬ 
clusion ol un “inverted U relationship 
between economic grow'ih aiul inter¬ 
regional inequality "does not follow fiom 
the cslimaled regrc.ssioiis At best the 
rcgic.ssions support the first half of the 
inverted 1) relationship. 

The authors proceed to identify llie 
dctermiiianls of growth using a regiessioii 
model. The model is weak both on theo¬ 
retical and empirical grounds. On theo 
relical grounds, a change in a pheno¬ 
menon has lo he explained in terms ol 
changes in the factors coiilribtiling to it. 
But, the model uses growth rale as the 
dependent variable and logarithm of 
average values of selected \ariublcs us 
indciicndeni variables. Nor is the choice 
of the iiulepe.tidcni variables satis 
factory. When it is intended to explain 
the variations in giowth across Mates, 
factors like capital forinaliun, work ojir 
ticipalion rale and technology have to be 
considered. 

Tile study uses base-year iiicoine as an 
iiKle|)endcnl variable, treating ii :is a |)i<ixy 
lor initial capital. A high stock of c.ijutal 
may conespond witli a high level ol in¬ 
come but it need not neic.-.saiily lead lo 
high growth unless the existing eapilul 
stock is uiidei utilised. I he use ol literacy 
as an indicator of hiiin:iM capiinl is crude, 
and the variable got a negative sign in half 
the equations. In ilie icgrcssion equation 
for the loiigcsi pet iod (1965-94), only this 
variable vviih mnicccptablesign and initial 
SDP g<ii statistically significant cottffi 
ciciits 
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Tlie raiio of total government expendi¬ 
ture to SDP, which includes both revenue 
and capital expenditure, is used as another 
independent variable. It combines both 
revenue and capital expenditure. But only 
capital expenditure is relevant. As a result 
of the combining of revenue and capital 
expenditure, the coefficient for this vari¬ 
able turned out to be insignificant in all 
the regressions. Fertiliser u.sc per hectare, 
though appropriate for explaining the 
growth of agriculture, may not be suiuiblc 
for explaining the overall growth rate. 
Uxeept in one equation, this variable has 
turned out to be statistically insignificant. 
Thus, half the equations provide a poor 
fit to the data and the remaining half though 
providing a gtKxl fit, have improper signs 
for the variables. 

I'o examine the reasons for divergence 
the authors estimated the relationships 
between SDP per capita, private invest¬ 
ment as proxied by loans from financial 
institutions and public expenditure. The 
results bring out two significant points. 
Public expenditure is inelastic to SDP per 
capita, which indicates that there is no bias 
against the pcKircr states. Secondly, pri¬ 
vate investment responds more than pro- 


EPW published a piece by S L Rao on the 
economic ideas of V K R V Rao in the 
issue of September II, 1999. The piece 
is interesting not .so much for the eco¬ 
nomic ideas of V K R V Rao but for the 
many interesting details about his family 
antecedents. M uch of the article deals with 
hisfamily background. His interest in prob¬ 
lems of poverty is traced to the adverse 
circumstances in which V K R V Rao grew 
up as a young man. His economic ideas 
have come in for a brief mention. I leave 
these things aside for the moment and 
wish to draw attenlion to a few important 
events that seem to have escaped S L 
Kao's attention. 

V K R V Rao was undoubtedly one of 
the most ouLstanding economists of our 
times. He dominated the scene for five 
decades from 1930. It was during this 
period that we had eminent people like D 
R Gadgil and P C Mahalanobis who were 
more influential, reputed and .scholarly. 
Of course C N Vakil who was V K R V 
Rao’s teacher was there but belonged to 
an older generation. 

V K R V Rao built several institutions, 
apart from Delhi School of Fa:onomics. 


portionateiy to SDP. This result indicates 
that higher investment is responsible for 
the higher growth in the better-off states. 
But the results arc taken as “an indirect 
support to the proposition that in the Indian 
context, there has been increasing returns 
to capital”. 

Despite these limitations, the .study is 
a significant contribution in the area of 
convergence of incomes. 
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Institute of Economic Gntwth and Insti¬ 
tute of .Social and Economic Change. He 
was instrumental in the setting up of the 
Agro Lxonomic Research Centres under 
the auspices of the ministry of agriculture 
of the union government to study village 
change on a continuous basis. He was al.so 
directly responsible for opening the de¬ 
partment of Modem Indian Languages in 
Delhi University as its vice-chancellor. 
The crowning achievement of V K R V 
Rao was the establishment of the Indian 
Council of Social Science Re.scarch, an 
apex body to promote re.scarch in Social 
Sciences in India, something analogous to 
the Indian Council of Scientific Research 
in the field of physical sciences. 

B V Ganguli and P N Dhar have been 
rightly mentioned in the founding of Delhi 
Sch(X)l of Ec nomics. But there were many 
unsung heroes who worked quietly behind 
the scene. The contribution of K N Raj 
and M N Srinivas requires special men¬ 
tion. In fact, it was K N Raj who gathered 
some of the finest brains around the SchiKtl 
in 1960s. By I960 V K R V Rao had 
already left Delhi School and Delhi 
University. The decade of the 1960s was 


the golden age of Uie Delhi School of 
Economics. Building institutions is one 
thing. Building men is another. M N 
Srinivas built men and established two 
departments of sociology, one in Baroda 
and another in Delhi School, the latter to 
become the most important centre for 
stKiological research and teaching in India. 

V K R V Rao was a great institution 
builder. But he did not build a school of 
thought and a band of followers to carry 
on his intellectual heritage. By school of 
thought I mean one like the Chicago School 
which represents the economic ideology 
of free market or the London Schcxtl of 
Economics with Fabian socialism, the role 
of the state in the welfare of the society. 

Institutions in our country are built 
around an individual unlike in the west. 
As long as the founder is alive and active 
institutions prosper. Once the founder is 
gone the institution withers. Like indi¬ 
viduals. institutions have a life cycle of 
their own. They grow, pro.sper, stagnate 
and decay. But unlike individuals, insti¬ 
tutions never die. They vegetate. The 
institution built by V K R V Rao hopefully 
will be exceptions to the general rule. 

V K R V Rao was a marathi-speaking 
Deshast Brahmin. Deshast Brahmins origi¬ 
nally came from Maharashtra and as a 
eominunity they share a great quality of 
tenacity for survival under all odd circum¬ 
stances. He was religious alright without 
being ritualistic. A great devotee of the 
Ramakrishna Mission, he was inspired by 
Vivekananda. I do not know whether he 
loved khadi but he donned it on occasions 
as required. 

If success is measured by man’s achieve¬ 
ments, V K R V Rao achieved success in 
abundant measure. His work on national 
income will have an enduring place in the 
history of Indian economics. His most 
magnificent achievement is in the field of 
institution-building. Success meant every¬ 
thing to him and ends justified the means. 
In the final analysis no one, including his 
worst critiques, will deny V K R V Rao 
a prominent place in the annals of the 
development of .social science research 
institutions in India. 
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Economic Reforms and Resource Allocation 

Have the economic teforms in India led to a reallocation of industrial investment 
from import sub.s(ttution industries to export indtislries? Analysis of the 
evidence from two industries: the essentially im|xirt-substituting machine 
tools indu.str>’ and the export-oriented apparel industry. M-138 Has the 
changed trade policy regime - a major com{X)ncnt of the economic rcfonus 
- brought about changes in the sdUKution of labour between ini|xui- and 
export-intensive industries? M-I63 

Political Systems: States’-Eye View 

A comparison ot [Hilitical regimes across the states suggests a strong case I'or 
differentiating among the political .systems of the states in terms of tlie balance 
of castc/class power mid the institutionalisation of tiie pmly system, with ttie.se 
differences influencing the policy process and the ixTfomianee of the states 
in terms of resjxmsivcncss to the needs and interests of the ptstr. 3.167 

Social Accounting Matrix 

A 60-sector. 12 household cx'cupationnl-catcgoiy ixx;i:il accvHiiUing mauix for 
the Indian economy lor 19‘)4-95 throws interesting light, despite data constraints, 
on the inlet relationships among the economy's structural features and the 
distribution of income and expenditure of the hou,sehold groups. 3378 


Foreign Control 

The extent to which forcign-contiolled 
fimis dominate Indian maiuiraeiuring 
has been a muttei of sonic controversy. 
What do estimates lused on the Reserve 
Bank of India's study of medium and 
large companies loi ilie 30-year 
period l%5-y4 show'.’ .M-149 


Public Sector Banks 

A viable appro.ieli Kieomnicrcial bmiking 
must he minimahsed in inlervcnliun 
- one that ma.ximises the role of the 
markets and market players and leaves 
the banking syslein lo find its own 
solutions in regard lo organi.sation. A 
review of the Veriiia (.'omniitlec report 
on weak piiblu; seeioi bunks 3356 


Kus.sian Money 

The spate of reports about money treing 
siphoned off from Russia raise n number 
of quc.stions. Is money laundering a 
post-Soviet phenomenon? What is the 
magnitude of the prnblem? Wlial are 
the cau.scs, the modus operand! and 
the possible consequences for the Russian 
economy of money laundering? 3395 


Indigenous Entrepreneurship 

Study of .small ciiteipriscs in India, 
and soutli Asia .n general, must take 
account of the eultural dimension of 
cntreprcncursliip and industrial 
management. Field studies among 
small cnirepieiieuis in the jewellery 
.sector in Karnataka, the 'visvakarmas', 
yield indigenous economic concepts 
which should be incoqxtratcd in a 
new development model. M-152 


Management Education 

Indiscriminate transplanting of 
Anglo-American managcmentcducation 
in Indian management schools has 
led to structural maladies and 
dysfunctional outcome.s. How can the 
curricula of Indian management 
studies be reoriented? M-169 


After the Elections 

What light d(x;s a closer analysis ol 
the l.ok Sahhii election icsulls throw 
on the |K)silive and negative factors 
iiinuciiciiig die slahilily of the 
Vajpayee govcrnnieni ' 3.VII) 

In Rajasthan, the jut rebellion was an 
itTi{)onani factor in the BJF's landslide 
victory. But the jais could move back 
lo tile Congress, while the BJP couUI 
improve its basi- among ihe upper castes 
and Ihe S(.'s and .STs. In any event, 
all movenicnis for subaltern assertiveness 
must in future lx shajX'd within the 
two-party system. 3344 

In Haryana, in the event of the asscnthly 
elections lieing held ststn, the Congress 
may leveise the gains made by the 
BJI'-Indian National I.A)k Dal combination 
in the Lok Sabha elections. 3.^52 

l.ikc most metropolitan |K‘i'ecpti(ins, tiie 
widespread feeling, .'it lea.si in Chetinai, 
dull Jiiyalalilhu was finislied, has iwoved lo 
be not in tune widi gnuiixl reality. 3.M9 

The National Coiilcrcnce-BJF alliance 
defies political logic and is wrought 
with serious implications for lioth 
partners. _.3342 

Small Industry in Bengal 

A study of small industries in West M<ii>:.il 
over the last 2.5 years in diwern inter- 
distiiet variations in regisiraiion n' tievv 
sniuil units and in growtl> r.iies and 
employment in small iniJusir). .M-I57 


Central Bankers’ Sunset? 

The explosive growth ol iniorination 
technology could drariiaiically enule die 
powerofcemr.il banks. Will the successors 
of Bill Cjales pul out ot business the 
successors to Alan Greenspan? 3339 


Industry in Paradise 

Citizens and activists in Goa h.'ive 
acted to enforce their right to decide 
what kind of industrial development 
they want. .3350 













LETTERS TO EDITOR 


The Bomb and Kargil 

KANTIBAJPAI (October 9) kicks off his 
review ofFakislan and the Bomb with the 
comment that, in the case of Kargil, 
confronted by the possibility that P^istan 
might use nuclear tombs to defcnd(!) itself, 
India was in no position to do what it had 
done so successfully in 1965 (when, in 
response to similar provocation) India 
retaliated by crossing the border (into 
Pakistan) and thus forced the Pakistani 
army to restrict its operations along the 
Line of Control and save Ltdiore. 

This is a view that seems to have gained 
a great deal of currency in the past few 
months, ever since the Kargil episode. 
Praveen Swami attempted to put the thesis 
on a firmer foundation by systematically 
weaving it into his otherwise very read¬ 
able reports on the Kargil war. One parti¬ 
cularly dramatic instance of this is to be 
found in Praveen Swami' s ‘exclusive inter- 
view' with Lt General Krishan Pal who 
was, at the time of Kargil, “Commander of 
India’s key 15 Corps, headquartered in 
Srinagar”. In his introduction, Swami puts 
the interview into perspective, or, one might 
say, frames it, by quoting the Lt General 
as having said that “the only real solution 
is that you have to be tough with the other 
side”. “To ileter Pakistan from exporting 
tenrorittr, we have to raise the cost level 
for them. We have to say, if you do not 
stop sending terrorists here, well, we know 
where (Pakistan’s) camps across the Line 
of Control are, and we will attack them”. 
The stage thus set, Swami moved in for 
the kill, in the following exchange of fire 
with the General: 

Praveen Swami; You will recall that in 
March I hud discussed witli you the pos¬ 
sibility of Pakistan planning some form of 
conventional conflagration using its newly- 
obtained nuclear parity in order to force 
the internationalisation of the Ka.shmir 
issue. In that sense, was India too relaxed 
about the consequences of Pokhran 11? 
Lt (ieneral Krishan Pal: No, quite the 
contrary, after the nuclear status was 
acquired, it stood to reason, both military 
ami strategic reason, that any possibility 
of a conventional conflict will decline. 
Praveen Swami: but is that really the case? 
The great powers fought a number of 
conventional engagements, and in some 
ca.ses even border skirmisiics. Have the 
chancesoi'Pakistan using its nuciciu' power 
status as a shield against any conventional 
reprisal by India increased? 

Lt General Krishan Pal (stunned, evasive, 
totally at a loss for an answer, Swami 
would have us believe): Well. I would not 
like to comment on that, but that is nut 
my understanding. The real rea.sons for 
this particular misadventure Pakistan 
embarked upon will come out in due course. 
But I don't think it has anything to do with 


the nuclear scenario. Perhaps the linkages 
are more with the proxy war it is waging 
in Kashmir. That .seems to me to be more 
plausible. What has happened seems simi¬ 
lar to what Pakistan did in 1947 and 1965, 
when it used the facade of Mujahideens 
and Kabailis. The tactics are identical, too, 
with what was dune in Afghanistan. There, 
too, this flctioiT of the Taliban was created 
when the entire world knew that it was the 
Pakistan .Army which was fighting. 
Praveen Swami (determined to pin him 
down): My question is, would Pakistan have 
risked the Kargil adventure had the risk of 
a lull-scale conventional war still existed? 
Lt General Krishan Pal: That may have been 
a mi.scalculation. Pakistan may have under¬ 
estimated the resolve of the Indian Union. 
The fact of the matter is, however, that: 

(i) Even before Pokhran 11, for ftiore than 
15 years now, a ‘full-scale conventional 
war’ or even ‘limited strikes at Pakistani 
camps acn).ss the border’ were, rightly or 
wrongly, not believed to be an available 
option for India, despite serious provoca¬ 
tion from Pakistan, first in the Punjab and 
then in Kashmir. Because, the story goes, 
India feared, rightly or wrongly, that the 
whole thing could get out of hand; because 
it could escalate into a nuclear war. In 
other words, the two options are as much 
available to us today as they have been 
since the eighties. Pokhran has not in this 
sense done us any great damage. 

(ii) At a strategic level, notwithstanding 
the fears of escalation into nuclear war that 
Paki.stan has sought to inflame, there is 
today no more rea.son for us to fear the 
whole thing going out of control than there 
was 15 years ago. 

(iii) The option of retaliatory or defensive 
action by India, against even a nuclear 
Pakistan, is a very real one. It is true that 
it cannot be readily discus.scd in public; 


but that is only because such discussion 
tends to alarm rather than educate people 
at large. Tbis no doubt is one of the reasons 
why Lt General Krishan Pal was content 
to let his case go by default. Pakistan has 
deliberately been letting the world gather 
the impression that it is a desperate coun¬ 
try, ‘capable of anything*. And so India 
has to be very, very cautious; it is a madman 
that it confronts, not a sane person. But 
going beyond all this posturing, the fact 
of the matter is that >3 measured retalia¬ 
tion by India, carefully publicised in 
advance, carefully graded, would not at 
all be rash or irresponsible. It would 
not have been rash or impossible before 
Pokhran II; and it will not be rash or 
impossible after it. 

(iv) Pakistan anyway had a good excuse 
to acquire a nuclear capability, to ‘defend 
itself against India, whether or not India 
went nuclear. 

(v) India’s acquisition of a nuclear cap¬ 
ability is intended to make it less vulner¬ 
able to nuclear blackmail, nut to deter 
Kargil. The Kargil sort of situation, in a 
nuelear world as much as in a non-nuclear 
world, can be, and can only be, deterred 
by a non-nuclear response. 

One last point. Nothing in what I have 
said is intended to argue that India was 
right to have gone in for Pokhran II; nothing 
1 have said is intended as an approval of 
the gung-ho attitude towards nuclear ar¬ 
mament of the more carefree members hi 
the BJP fratentiiy; and nothing that 1 have 
said is intended to justify India's further 
pursuit of this option. 'Ibese things must 
be evaluated on merits. You cannot seri¬ 
ously discuss something and play to the 
gallery at the same time. 

SUDHANSIIU RaNADH 
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Teeth for the Regulator 


AT a recent seminar in the capital, Planning Commission 
x \ member Montek Singh Ahluwalia said that the present 
Telecom Regulator^' Authority of India (TRAI) Act should be 
scrapped and replaced with fresh legislation. This is very neces¬ 
sary, of course. However, titc aim of the fresh legislation should 
not merely be to remove existing ambiguities about the regulator's 
powers vis-a-vis the government over specific areas of telecom¬ 
munications but should also be to broaden the scope of regulation 
to cncoinpa.s.s communications in their entirety. 

At present the telecom regulator is a body without regulatory 
authority, constantly the victim of sniping by the goveminent’s 
Department of Telecommunications (DoT) and its subsidiary, 
the Mah.inagar Telephone Nigam (MTNL), and preoccupied 
with legal disputes that challenge the regulator's authority virtually 
in every sphere of its activity. It can neither discharge its function 
of ensuring a level playing field and smooth commercial activity 
in the area of telecommunications nor inspire investor confi 
dcncL to enable further e.xpan.sion of India's minuscule telecom 
network. Given that the readiness of investors to part with funds 
for investment in infrastructure depends on the credibility of 
regulation in the .sector, the telecom regulator’s sorry plight has 
implications that go beyond the telecom .sector. If one govcni- 
ment department can get away with cocking a snook at the duly 
installed regulator in one sector of the economy, there is no reason 
for an investor to believe that things would be othcrwi.se in other 
sectors like power and hydrocarbons. The.se .sectors, too, badly 
need invc.stment and regulatory authorities have been created 
for them. Of course, there have been other problems, such as 
the goveinment’s unwillingness to give up its monopoly over 
distribution of power, that play a decisive role in holding up 
investment in the.se .sectors. But even if these problems are .sorted 
out, regulatory inadequacy is likely tocome to the fore and become 
the primary con.straint on investment. I'hereforc, not instituting 
a fully empowered regulator for telecom will affect the camomy 
as well in ways other than through a stunted telecom sector. 

The broad function of the regulator is to ensure smooth 
working of the telecom sector in a way that provides efficient 
service to the consumer, keeps the sector competitive, attract 
fre.sh investment and propels rapid expansion - with teledensity 
a shade under 2 per cent, India has a lot of catching up to do 
even if it does not want to be a major player in the coming 
knowledge economy. This requires the regulator to have a say 
in policy changes, the authority to settle disputes among different 
service providers and between the licensing authority and the 
service provider, the unquestioned right to set tariffs and modulate 
fresh licensing in a fashion that is fair to incumbent licensees. 

I At present the regulator’s authority to do any of these things 
.stands compromised, as a direct result of DoT’s hostile activities 
and weaknesses in the TRAI Act that have led different benches 
of the Delhi High Court to rule against several of the regulator's 
initiatives. 


An additional handicap that the TRAI faces at present is a 
perception that has gained ground, albeit without any basis, that 
it is anti-consumer and anti-government. Govenmient-owned 
MTNL's decision to offer low-cost mobile telephone services 
served as the proximate occasion for such an impression to gain 
currency. MliNL did not wait for TRAI's clearance to announce 
the .service. The liccnsingauthority, DoT, did not think it necessary 
to consult TRAI before allowing MTNL to offer the new mobile 
service. The new service, using CDMA technology, is limited 
in range and quality, as compared to the GSM standard that DoT 
had mandated for all private cellular operators when they were 
given their licences. Flexibility with regard to choice of tech¬ 
nology is a good thing, but cannot be limited to public .sector 
companies. So the government has extended technology neu¬ 
trality to other companies as well. However, TRAI discovered 
that the rate MTNL pro{x>se.s to charge for its limited mobile 
service is so low that it has to be .subsidi.sed by its basic service 
revenues. Since such an option is not available to other cellular 
service providers, who are barred from providing ba.sic services 
by the licensing regime, allowing MTNL to subsidise its cellular 
operations would be to permit unfair competition. .So TRAI 
pioposed a floor tariff for the MTNL mobile service. 'Hiis has 
been presented to the public as proof of the regulator's anti- 
consumer, pro-private sector bent. 

DoT has found TRAI’s proposed Calling Party Pays regime 
also to be an attempt to .scalp the government operator and benefit 
ihe private players. The government’s calculations strangely 
assume price elasticity of calls to be zero in mobile telephony 
and grossly underestimate the volume effect on its revenues of 
a switch-over to the CPP regime. TRAI is apparently not very 
good at public relations and so its point of view has not gained 
the airing that the government’s version of things has. This also 
has impaired TRAI’s image in public perception. 

All this can change only by changing the TRAI Act. It must 
be made unambiguously clear that the government, while re 
taining its role as policy-maker, mu.st consult TRAI before 
making policy changes. TRAI’s authority to fix tariffs must be 
absolute. The regulator must have the power to not only arbiimtc 
disputes among operators but also give the settlement the force 
of law. The government must mandatorily consult TRAI before 
taking licensing decisions a-s these impact existing operational 
conditions and affect the stale of comjieiiiion. 

However, such tightening of the law is not all that is required. 
Communications the world over are witnessing convergence, a 
term applied to the coming together of computer networks, 
telecom and broadcasting. Fixed lines and wireless merge, 
computer screens double as television screens and television sets 
become Internet capable. When radio stations and television 
broadcasters proliferate on the Internet, and Internet content 
gets bounced off satellites and directly into homes, how can a 
regulator distinguish lietween broadcasting and the Internet’.' The 
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regulator cannot and need not. There .should 
be one regulator for broadcasting and 
telecommunications, including the 
[ntemet. 

Coalition compulsions have forced the 
g(>\eminent to split up existing depart¬ 
ments into several more departments. It 
is unlikely to appreciate the importance 
of merging telecom with broadcasting at 
the conceptual level, as it might trigger 
demands for merger of the respective 
ministries as well. However, it is possible 
to make a distinction between the regu¬ 
latory level, where a unified perception is 
required, ami the operational level where 
different entities can be controlled by 
different ministries. However the govern¬ 
ment manages it. the new slatuteempower- 
ing the telecom regulator must regulate 
communications as a whole, rathe than 
ju.si a segment of it. 

BHOI'Al. 

Fading Concern 

IT is now 1 5 years since the day the world’s 
worst industrial disaster struck Bhopal 
courtesy Union Carbide. Thousands died 
immediately, and hundreds of thousands 
have been rendered permanently ill. The 
world decried the mishap and dix.umeiiled 
the di.saslcrin agonising detail. Hundreds 
of media professionals and .social science 
lescarchers. lawyers, photographers and 
filni-niukers have attempted to look Ise- 
yoiul the immediate and help bring relief 
to the .suffering. Meanwhile, however, there 
has lieen a subtle but conceited attempt 
to wipe out the Bhopal di.saster from 
people’s memory and more importantly 
from the collective conscience of the state 
and its institutions. 

’fi\en as there is increasing evidence to 
support the surmise that the release oi 
toxic gases in Bhopal cau.sed systemic 
clamaj'e, medical research projects funded 
by I he stale liavc been wound up. Such 
extensive damage w hich affects the health 
of the victims progressively could only 
have been dealt 'vitli by devising innova¬ 
tive methods of holistic treatment. Even 
more alarming have been recent reports, 
focused upon in the newly released 
(’■recnpeace document. The Hhopal 
Levacy. that the environment around the 
disaster site continues to be containinuted. 
For instance, the Greenpeace technical 
, group which siiiwcyed the site has found 
that mercury and organohalogens are 
present in quantities which arc way above 
pcrtuissible limits. I’his means that the 
affected population in Bhopal continues 
to be assailed by the toxins spewed out 
by Union Carbide a decade and a half 


back. And unless there is some attempt to 
undertake a massive detoxification of the 
environment people will continue to live 
in distress, with shortened life spans. 

The experience of Bhopal also brings 
into startling focus certain other features 
of the way industry and state function. In 
the early years, the state’s response was 
to strengthen legislation dealing with 
industrial location and pollution control. 
And in the aftermath of the horror of 
Bhopal there was much sincere action on 
these lines. As a consequence, industrial 
pollution control machinery has been 
strengthened and inouiloring of pollution 
has Leeotne relatively more stringent 
People’s groups and workers’ organi¬ 
sations together sought to bring pressure 
over these issues and in some cities even 
uiflcrtouk educational campaigns. How¬ 
ever, soon fissures began to appear - and 
not suq)risingly. With growth taking place 
so unequally, workers’ primary interests, 
livelihood concerns, clashed with the 
welfare interests of cili/ens other Ilian 
workers. Recently, for instance, ciiviron- 
mcn'al groups have strongly opposed the 
setting u|) of a polyolefines plant with 
Shell as one of the partners w'ith National 
Organic ('hemicals(NOClL) on the ground 
that it will aggravate the ongoing damage 
to environment in the region. However, 
local citi/ens’ groups and pancluiyais 
appear to have taken a contrary stand 
vvelcoining the project which they say will 
expand job opportunities in the region. 
These .sort of clashes can benefit nobody. 
What is needed here is a machinery that 
provides for a mandatory public hearing 
whenever a large project is being planned. 
Such instilutionalisalion of public debate 
will also force industry to be iransparcni 
with regard to industrial proces.ses. pro¬ 
ducts and intermediaries and their poten¬ 
tial hu/ai'ds. 

An area which has received little atten¬ 
tion is sateiy. While pollution and eniucnt 
control can be monitored externally to 
.some e.xieiit, it is far more uilTicull to 
imjwse norms on the storage of materials 
Soon after the Bhopal disaster, legislation 
was passed making it po.ssible forcitiz-ens 
to demand 'hat a full list of chemicals that 
were being used and stored in the plant 
be made, public But with little interest in 
passing 'he required rules, the implemen¬ 
tation of the legislation has .suffered. 
Moreover, this requires the active partici¬ 
pation of local people’s groups which 
need to evolve. In most cases this has not 
happened and the monitoring authority 
has clone little to encourage or motivate 
the formation of such concerned groups. 

While the Bhopal di.saster may have 
generated all this movement around issues 


of pollution, the diminishing concern for 
the continuing agony of tho.se who have 
been affected by it is in itself a comment 
on the success of the culprit. Union 
Carbide, as well as industry and state in 
diverting attention away from their 
culpabilities. The question now is can this 
process be reversed ? Can the Greenpeace 
report on environmental damage in Bhopal 
be u.scd as a focus to prompt renewed 
interest in bringing some .semblance of 
liclp to the victims of the disa.stcr‘? At the 
very lea.st, can the government in Delhi 
prompt a quicker and more efficient dis¬ 
tribution of the due compensation, how¬ 
ever limited, to the victims of the disaster? 

RELIGIOU.S BIGOTRY 

Much of a Muchness 

DURING the recent visit of the Rope to 
India, many Hindu organisations de¬ 
manded that he apologise for the perse¬ 
cution of Hindus by C’hristian ini.s.sionar- 
ics under Papal patronage in the past. But 
the Pope unci these Hindu organisations 
share many things in common. 

'ust as some ministers in tlie BJP-lcd 
govcrinnent arc anxious to saffronisc 
education, right now in Italy Pope John 
Paul II has given the call to 'Vaticairisc’ 
school education. Sigiiificaully, the call 
came on the eve of his visit to India, and 
his words bore an uncanny resemblance 
to those often ottered by the ideologues 
of the Hindu oiganisaiions. .^ddrcssing a 
crowd of 2,00,()l)() gathered in St Peter’s 
square on October 30, the Pope demanded 
that the government in Italy must finan- 
eiiilly aid C’atliolic schools which he as¬ 
serted were part of Italian society’s bn ladcr 
educational framework. Catholic schools, 
he said, were a basic part of the Church’s 
mission and noted that “it would be very 
odd if in a country such us Italy the voice 
of Catholic .schools wore to be weakened’’. 
If one replaces the words Catholic and 
Italian with Hindu and India respectively, 
the Pope’s speech could be easily pas.sed 
off as that of some VHP educationist. 

Tlie Pope’s speech was in protest against 
a bill brought in by the present centre-left 
government of Italy which seeks to help 
students from poorer families by guaran¬ 
teeing financial a.ssi.stancc to them directly. 
The Vatican fecks tlireatcncd by the ixjs- 
sibility of further drop in the enrolment 
of students in the Catholic schools if the 
bill is passed. In the last academic year, 
there was already a drop of about 8 per 
cent from a decade ago. 

It is r.ot only the rigid chauvinistic 
approach of claiming the nation as that of 
the dominant religion (Italy belonging to 
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Catholics and India to Hindus) that the 
Vatican and the Hindu organisationsshare. 
Both have followed the same methods in 
respect of other religious groups and 
dissenters within their fclds. In Italy today 
an immense amount of historical work is 
being done by scholars who arc tracing the 
horrifying instances of sadistic cruelly of 
the Inquisition when the Pope joined the 
crusading rulers to rwt out both political 
and re 1 igious dissidcnce. Spil ling over from 
Italy to France and Spain, the Inquisition 
which lasted till the mid-nineteenth cen¬ 
tury targeted both dissenters among Chris¬ 
tians and the Jews. 

The Inquisition is matched by the vio 
lent intolerance that was demonstrated by 
Hindu rulers ittid the Hindu religious 
cstablishmciilagainst Buddhists in the past. 
As far back as the seventh ccnlurv, the 
Shaisite king Sa.sanka of Bengal, while 
cunqueiing Ciayu. not only vandalised the 
Bixihi tree there, but also killed thousands 
of Buddhi.sts. 

Today if the Pope is to Ik* asked Ui 
apologi.se fi>r the persecution of 1 lindus 
during the Portuguese reign in Cloa. the 
leaders of the Hindu organi.saiions making 
the demand cun equally Ik- put in the drK'k 
(or the misdeeds committed by their foie 
fathers against other religious communi¬ 
ties. No one can claim to be innircent. 
Political leaders should stop using the pa.st 
as an arsenal to Ik- raitled lor weapons in 
order to fight eontemporary battles. The 
task of analysing and judging the past and 
iis various historical figures must be left 
to .scholars. 

STA'fii TAXATION 

Many Loose Ends 

A rurre.'-i'ondi’nt writes: 

THE conference of chief ministers on 
November 16 in New Delhi took a number 
of important decisions in regard to reform 
of .sales taxation. The three major reforms 
agreed upon were: (1) to implement uni¬ 
form minimum sales tax rates; (2) to phase 
out sales tax-based incentives by January 
2lK)fl to end intcr-slatc tax wars; and 
^^) to introduce a unified vatiic added lax 
(VAT) regime by April 1,2»)0j. Not only 
the media but even several experts have 
reportedly spoken highly of the reforms 
agreed upon. But there arc .several ques- 
tif)ns that need to be answered. Also, several 
issues raised by some chief ministers do 
not figure in the accord. 

In addition to the minimum sales tax 
rales of 0,4, 8 and 12 per cent, there are 
special rales of 1 and 20 per cent for 
s|^cificd items. Tlte fixation of these 
minimum rales is supposed to eliminate 


rate wars among the state.s. However, in 
view of the fact that the rates agreed upon 
arc minimum, individual states w-ill be 
free to levy .sales tax at higher than the 
minimum rates. 'Hicre is no ceiling on the 
maximum rates. Titis is prc^i.scly what the 
union minister of state for finance, 
Dhananjay Kumar, said when he denied 
that there would be any revenue loss due 
to unifonn floor sale.s tax rates as the chief 
ministers’ conference had agreed “lo 
prescribe miniinnm rales and not maxi¬ 
mum”. So can we say that rate wars would 
be eliminated just because minimum rates 
have been agreed upon? Also the problem 
of inter-state tliffercnces in classification 
of commodities toi different rates will 
still remain. 

The much nuuv important question 
which arises is alioul the centre's assur¬ 
ance to make gotid the revenue loss a .state 
might incur as a cunscqucncc. Will the 
centre not lake tlie position that llie rev¬ 
enue loss could have been made up by 
raising the sales las rates? Here it is 
pertinent to lake note of the Kerala chief 
minister's complaint iliat in the past the 
centre had not Imnoiiied its commitment 
to compensate his state for loss of revenue 
anti the slate’s loss liad allegedly added 
up lo Rs 2.(M1t) crorc. 

'fhe decision of ih>.' conference to phase 
out sales tax-ba.sed incentives by Janti- 
ai y 1.2(XKJ raises several quc.slitms which 
remain ununswcicd. II the purpose of this 
deci.sion is lo end only intcr-.slalctax wars, 
what W'ould be the response when a stale 
dcc-idcs in favour of subsidies by way of 
incentive.s? Is it not also likely that the 
financially belter oft stales may hereafter 
lesort lo incentive.s in the form of sub- 
sidics? The end rcMill might well be that 
income disparities between states might 
get further agg-.avaied, thanks lo subsidy 
wars. 

On the decision lo introduce a unified 
VAT, strong though the ihcorctical argu¬ 
ment may be- in favour of VAT. why has 


it not been clarified whether or not VAT 
i.s meant to replace the existing sales lax? 
It is not clear also why a state like Maha¬ 
rashtra w'hich, in the-words of union 
finance minister, Ya.shwant Sinha, w'as 
the “only slate that made a sincere effoil 
to move towards a VAT regime”, has 
retraced its steps. Even in West Bengal 
where it was decided to introduce VAT 
in 1997 for 10 commodities, the scheme 
failed to take off “because of strong ic- 
sistance from traders and even from 
manufacturers”, as the West Bengal chief 
minister reported lo the chief ministers’ 
conference. Jyoli Basil also expressed his 
fear of a “severe loss of revenue” as a 
re.suh of shifting to VAT. Presumably. 
Basil was thinking of VAT replacing the 
existing sales tax on the commodilics lo 
he brought under the VAT ivgiiiie. 

The centre's assurance lo make good die 
revenue loss on account of the shift to 
VAT has to be made credible. The addi , 
tiotial (|UCstion to raise is whether ihe 
I .S-inonth [x-riod allowed for the intnKluc 
lion of VA1' would be enough lo sort mil 
the doubts and reservations of traders and 
manufactui'ci.s, and at the suiiic time work 
out an -administratively efficient VAT 
regime, ('ould it be that the chief niitiisicrs 
were carried jiway by the ihcioric of the 
union finance minister when he called for 
“a phiiscd introduction of VAT " because 
it was "the best option” in place of “the 
prc.scni trade tax rcginic” without extract 
mg a credible undertaking in icgaid to 
revenue loss, particularly after covering 
the additional expenses that the VA'f 
regime is bound lo entail for every state- 
go vei nmcni? 

With so many questioii.s overlooked, the 
decision of the ebief ministers' emifei - 
ence on sales lax refornis may well not havc- 
the positive imjiucl the union finance 
minister was promising. In fact some- 
Mates may well Icel t-venlually eumpelled 
to reverse the reforms they may implement 
in pursuance of the accord now reachcil. 
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11)0 recovery in industrial output has been widespread. In the Tirst half of the nscal year, apart from faster growth of manufacturing, electricity 
generation has recovered and the decline in mining and ouarrying has been arrested. Capital goods, intermraiate goods and consumer durables 
nave regisiercd growth rales between 9 and 12 per cent, basic gCKids S per cent and consumer non-durables a mere 1.6 per cent. Paper, leather, 
cement, basic chemicals and some machinery items have led with double-digit growth rates. 

Macroeconomic Indicators 


Vanaiion (Per Cent): Point-io-Point 


index Numbers of Wholesale 

Prices (1981-82 - KW) 

Weights 

Nov 1?, 
IW 

Over 

Month 

Over 12 Months Fiscal Year So Far 
laitest Previous 1999-2000 1998-99 

1998-99 

1997-98 

1996-97 

1995-% 

All ('oiiiimidities 

l«).(X) 

369.K 

0.2 

3.1 

8.2 

4.7 

6.4, 

4.8 

5,3 

6.9 

5.0 

primary Articles 

32.30 

401.8 

0 2 

LI 

17.6 

7.2 

14.3 

7.8 

5.5 

7.0 

5.4 

I'MhI Articles 

17.39 

479.8 

0.8 

1.5 

2.1.1 

10.8 

20.2 

10.1 

4.0 

9.6 

9.8 

Non FikkI Anicics 

10.08 

374.5 

-1.0 

-1.8 

12.0 

-0.9 

7.0 

61 

8.5 

3.5 

-1.9 

Fuel, Power. Light and Lubricants 

10.66 

,437.1 

0.7 

14.5 

l.l 

11.9 

-0.6 

1.7 

11.4 

16.9 

3.7 

Mamilacliircd Pnxiucis 

57 04 

.I.i9.1 

0.1 

1.5 

4,7 

1.5 

3.7 

3.7 

4.0 

4,9 

5.0 

FtKxl Pnxiucis 

10.14 

349 4 

4).4 

-0.9 

9.6 

22 

8.2 

5.0 

5.5 

14.1 

-07 

Isxxi liKlex (computed) 

All C^miiiHKlitics (weekly average ba.sis) 

27.53 

431.8 

0.4 

0.8 

18.7 

8.1 

16.3 

8.4 

4.5 

11.1 

6.3 

tApiil 3-Nov 13, 1999) 

IfK).(K) 

361.4 

0.7 

3.9 

67 

3.0 

7.7 

6.9 

4.8 

6.4 

7.8 


Cast of Living Indices 

laatc.st 

Mdnth 



Varialion iPerCent): I’oiiit-lo-Poim 




Over 

Month 

Over 12 Months 
U 1 IC.SI Previous 

Fiscal Year So Far 1998 9<) 
1999-2000 1998 W 

1997-98 1996-97 1995-96 

1994-95 

Industrial Workers (I982=I(X)| 



lEMmM 

3.6 10.5 

8.9 




Wma 

Urban Non-Man Hinp (198-4-85-100) 

BSIn&l 



5 0 11.2 

9.0 





Agri bill (1986-87^ KXI) (Link laclor 5.89) 



mUMm 

4,7 9.7 

8.8 




11.1 

Muncy and Banking (Rs cron-) 




Varialion 







Nov 5. 



Fiscal Year .So F'ar 







1999 

Over Month 

Over Year 

1<)99-20(X) 1998-99 


1998-99 

1997-98 


19%-97 


Money Supply iMij 

1 060797W 

11.5,5.3(1,4) 

149175(15.9) 

8859.3(9.1) 

90290(11.0) 

1.50872(18.4) 

11948.3(17.0) 

97841(16.2) 

Cuircncv wiili I'ublic 

189624 

9(XI3(3 5) 

.30276(15.1) 

20242(12.0) 

L377(X9.5) 

23804(16.4) 

13492(10.2) 

13829(11.7) 

Dc|kisii with Banks 

8677340' 

2625(1.1) 

118867(16.3) 

6873.3(8.6) 

7(1654(11.4) 

126788(18.9) 

105647(18 6) 

84162(17.5) 

Net Bank Credit to Govi 

437.351 

10490(2.2) 

58393(15.9) 

.502(XXL3.0) 

48,361(14.6) 

56554(17.1) 

41978(14,5) 

.3()840( 12.0) 

Rank Credit to Cuinnil Sector 

522128 

4693(3 2) 

7.3.139(15.6) 

3176.5(6.51 

15380(3.5) 

57054(13.2) 

57(X)3(15.I) 

3I6.59(‘).2) 

Net rou*it*n Exchange Assets 

185303 

398(1(7.4) 

.lo-^oicn-'i) 

8525(4.8) 

17007(12.3) 

26268(19.0) 

32598(30.9) 

23356(28.4) 

Heserse Noncy (Nov 12) 

273072 

4207(4.2) 

329.15(13.8) 

L37')l(5.3) 

L374(H6.1) 

32969(14.6) 

26417(1.3.2) 

5527(2.8) 

Net RhI Cl edit to Centre S 

158105 

62fi6((i.3) 

10264(6.6) 

12689(8 7) 

14225(10.6) 

11801(8.8) 

1291.5(10.7) 

1934(1.6) 

RBI t'icUil to BksA'omm .Sector 

27366 

-5179(-7.3) 

7<XM(49.1) 

1X79(7..1) 

4181(27.4) 

IO20(.f66.S) 

2029( 15.3) 

-L5.5.57(-.5.l,0) 

.Scheduled Coinnicicial Banks (Nov 5) 









fX'posils 

769274«» 

1762(0.7) 

99787(14.9) 

55249(7.7) 

71002(11.9) 

115.540(19.3) 

9288(H18.4) 

7178(816 5) 

Advances 

393987 

5912(1.5) 

56595(16.8) 

251-50(6 8) 

13313(4.1) 

•44759(13.8,1 

45676(16.4) 

24.387(9.6) 

Non-Food Advances 

370808 

.398.5(1.1) 

4')489(15.4) 

18787(5.3) 

9726(3,1) 

40427(13.0) 

40790(15.1) 

2658(X10.9) 

Investments (for SLR |iurposes) 

291437 

344(0.1) 

4330l(17..5) 

36842(14.5) 

29431(1.3.5) 

35890(16.4) 

28192(14.8) 

25731(15.6) 

C'omincicial Investments and 









hili.s rediscuuiUe<i with Ids 

.56147 

3212(4.1) 

15405(37.8) 

7188(13 0) 

8729(27.3) 

16645(52.0) 

12472(6.3 1) 

4168(27.1) 


** Incluik'.s Rs 17.94.S crcirc nil acenum ol proceeds fiom RIBs since August 2S, 1998; excluding ilicni ihe jcat-oii-year and the 1998-91) fiscal year gmwdi of money su|iply 
would lx-10 7 pel edit and I b 2 per cent, n-speclively. I Jlicwi< liank ileposils without RIBs grew by 1 .S..t |xt eeiit and 16.3 per cent, nspecti vely. S aficr closure of govemincnl aa-ounts. 


Index Numbers of Indu-strial 

SciXemhcr 

Fiscal Year So Far 


Full Fiscal Year Averages 


PnidueUnn (199.3-94=100) 

Weights 

1999 

1999-?.(XX) 

l<W8-99 

1998-99 

1997-98 

l9%-97 

1995-96 

1994-95 

(jrneral Index 

100.00 

147.6 

146.4(6.1) 

137.6(4.0) 

14.3.1(4 0) 

1.37.6(6.6) 

129.0(5.5) 

122.-3(12.8) 

108.4(8.4) 

Muting and Qiutrrying 

10.47 

112.9 

115.7(0 4) 

115.2(04) 

120..3(-1 8) 

122.4(5.9) 

n5.6(-2.0) 

117.9(9.6) 

107,6(7.6) 

Manu'acluiing 

79.36 

151.9 

150,4(6.8) 

1-10.8(4.1) 

146 7(4.4) 

140.6(6 7) 

131.8(6.7) 

123.5(13.8) 

108.5(8.5) 

lUccliiciiy ' 

10.17 

149.4 

146 7(7.7) 

136 2(7.4) 

138.4(6 4) 

130.0(66) 

121.9(.3.9) 

117.3(8.1) 

108.5(8 5) 



Nov 26, 

Month 


1998-99 

.F.nd of F'iscal Year 


Ca|iilul Market 


1999 

Ago 

Ago Trough Peak 

Trough Peak 

1998-99 

1997-98 

1996-97 


BSL Sensitive Index 11978 79=11X1) 

4705(66.5) 

4814 

28251-20.1) 

3245 

5075 

2783 

4281 

374(X-3.9) 

3893(15.8) 

3361(-0.2) 

U.Sl-;-l(K) il983 84-HX)) 

22.39(77.7) 

2279 

126(K-17.8) 

1409 

2384 

1242 

1890 

16511-2.7) 

1697(15.9) 

1464(-5.5) 

BSK-2(K) (FWiMMhlOO) 

522(78.2) 

5.13 

293(-15.3) 


554 

289 

429 

38(K0.8) 

377(14.9) 

.328(-5.0) 

S and P CNX-50 (Nov 3, 199.5=1(XX)) 

1400(69.9) 

1414 

824(-19.0) 

931 

L505 

812 

1213 

1078(-3.5) 

1117(15.4) 

m 

.Skindia GDR Index (Jan 2, l‘h)5=t(l(Kl) 

942(77.8) 

904 

5.30(-38.2) 

581 

982 

515 

1015 

6.53(-.30.5) 

940(1.1) 

930(-4.4) 


foreign Trade September _ Fiscal Year So Par _ Full Fiscal Year 



I9W 

1999-2f*X) 

1998-99 

1*798-99 

1997-98 

l9%-97 

1995-96 

Hxpurts: Rs crore 

1.3443 

75382(9.7 

68701(11.8) 

141604(8.8) 

1.10101(9.5) 

118817(11.7) 

106353(28.6) 

US $ nin 

.3088 

17464(6.0) 

lf468(-3.7) 

336.59(- 3.9) 

3.5006(4.6) 

33470(5.3) 

31797(20.8) 

Imports- Rs crore 

17226 

97024(8,5) 

8938(X2b.4) 

1760*7*7(14.2) 

1.54176(11.0) 

1.38920(13.2) 

122678(36.3) 

US S mn 

39.S7 

22478(4.7) 

21460(9.0) 

41858(0.9) 

41484(6.0) 

39132(6.7) 

.16678(28.0) 

Non-IX)!. US $ mn 

;'ii‘)7 

IX0i5(-2.8) 

18544(17 6) 

35425(6.3) 

33321(14.5) 

29096(-fl.2) 

29152(28.3) 

RalaiK-e of Trade- Rs crore 

-3783 

-21(i42 

-20685 


-34495 

24076 

-20103 

-16325 

llSSmn 

-869 

-.5014 

4992 


-8199 

-<>478 

-56(i3 

-4881 


Nov 19, 

Nov 20, March 31, 


■9 




Kiireigii Rxchange 

1999 

19*18 1999 

(smaa 



1998-99 1997-98 19%-97 l995-<76 1994-95 

Keaerves (excluding gold) 



Ago 

Ago 

I999-20(X) 1998-99 




Rs troie 

1.3.1685 

112731 12.5446 

1897 

20*754 

8239 10220 

22935 

22137 21649 - 


US % inn 

30810 

26620 295.30 

4SK 

4190 

1280 644 

3554 

3607 5243 - 



Nntts: (i).Superset ipt numeral denotes month to which figure relates, eg. superscript IOstand',forOctober:(ii) Figures in brackets are percentage variations over Ihe specified 
nr over the comparable period oflhe previous year na not available neg negligible * unchanged. 
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Index of Industrial Production (Base 1993-94 = 100) 

Major Groups 

Weight 

Apr 99 
Sep 99 

Oct 98 
Mar 99 

Apr 98 
Sep 98 

Oct 97 
Mar 98 

Apr 97 
Sep 97 

1998-99 

1997-98 

1996-97 

1995-% 

1994-95 

General Index 1000.00 

146.4 

148.6 

137.6 

142.9 

1.32.3 

143.1 

137.6 

129.1 

122.3 

108.4 



(6.4) 


(4.0) 

(7.2) 

(6.0) 

(4.0) 

(6.6) 

(5.6) 

(12.7) 

(8.4) 

Mining and i|uarrying 


115.7 

125.3 

115.2 

129.2 

115.7 

120.3 

122.4 

115.6 

117.9 

107.6 



(0.4) 



(6.8) 

(5.0) 

(-1.7) 

(5.9) 

(-2.0) 

(9.6) 

(7.6) 

Manufacturing 

793.58 


1.52.7 

140.8 

145.9 

135.3 

146.7 

140.6 

131.8 

12.3.5 

108.5 



(6.8) 

(4.7) 

(4.1) 

(7.4) 

(6.0) 

(4.3) 

(6.7) 

(6.7) 

(13.8) 

(8.5) 

Electricity 


146.7 


136.2 

133.2 

126.8 

1.38.4 

130.0 

121.9 

117.3 

108.5 



(7.7) 

(5.6) 

(7.4) 

(6.1) 

(7.?) 

(6.5) 

(6.6) 

(3.9) 

(8.1) 

(8.5) 

Use-Ba-sed Classification 

Bas'c goods industries 

355.12 

137.6 

1.37.8 

130.9 

137.0 

127.7 

134.3 

132.4 

124.3 

120.6 

108.9 



(5.1) 

(0.6) 

(2.5) 

(9.1) 

(7.0) 

(1.4) 

(6.5) 

(3.1) 

(10.7) 

(8.9) 

Capit.'d gcKxls industries 

%.87 

145.9 

151.8 

133.6 

132.9 

120.3 

142.7 

120.6 

120.2 

110.0 

105.6 



(9.2) 

(14.2) 

(ll.l) 

(9.4) 

(7.7) 

(12.7) 

(5.3) 

(9.3) 

(4.2) 

(5.6) 

Intcnnediale goods industries 

264.39 

165.9 

158.2 

152.1 

149.0 

144.0 

155.1 

146.5 

1.35.5 

125.4 

105.3 



(9.1) 

(6.2) 

(5.6) 

(14.2) 

(7.9) 

(5.9) 

(8.1) 

(8.1) 

(19.1) 

(5.3) 

Consumer goods industries 

283.62 

139.3 

IS2.I 

1.33 9 

147.8 

131.5 

143.0 

139.6 

132.1 

125.6 

111.8 



(4.0) 

(2.9) 

(1.8) 

(9.8) 

(2.5) 

(2.4) 

(5.7) 

(5.2) 

(12.3) 

(11.8) 

a Coasumer durables 

51.15 

179.9 

185.7 

159.5 

173.3 

156.5 

172.6 

164.9 

153.0 

146.2 

116.2 



(12.8) 

(7.2) 

(19) 

(11.2) 

(6.4) 

(4.7) 

(7.8) 

(4.7) 

(25.8) 

(16.2) 

b Consumer non-durables 

232.47 

130.4 

144.7 

128.3 

142.2 

126.0 

136.5 

134.1 

127.5 

121.1 

110.8 



(1.6) 

(1.8) 

(1.8) 

(9.5) 

(1.5) 

(1.8) 

(5.2) 

(5.3) 

(9.3) 

(10.2) 

1 Grnipwiselevel) 

20-21 I-iH>d products 

90.83 

110..1 

156.4 

1I3.I 

151.1 

117.6 

1.54.7 

133.8 

134.3 

129.8 

121.6 



(-2.5) 

(3.5) 

(-3.8) 

(4.0) 

(4.5) 

(0.7) 

(0.4) 

(3.5) 

(6.7) 

(21.6) 

22 Bcvcragcs,tobacco and 

23 82 

192.6 

180.8 

176.2 

165.8 

1.50.3 

178.5 

158.1 

1.32.4 

116.7 

103.0 

tobacco products 


(9.3) 

(9.0) 

(17.2) 

(25.4) 

(13.3) 

(12.9) 

(19.4) 

(1.3.5) 

(1.1.3) 

(3.0) 

2^ Cotton tc.xtilcs 

.55.18 

121.1 

116 4 

115.3 

124.1 

128.1 

115.9 

125.6 

122.7 

109.5 

99.1 



f5.0) 

(-6.2) 

(-10.0) 

(0.2) 

(.5.3) 

( 7.7) 

(2.4) 

(12.1) 

(10.5) 

(-0.9) 

24 W(Kil,silk and man-made 

22.58 

192.3 

181 

172.6 

176 9 

164.7 

176.8 

172 0 

145.1 

131.3 

114.5 

fibre tc.\liles 


(11.4) 

(2.3) 

(4.8) 

(16.8) 

(18.7) 

(2.8) 

(18.5) 

(10.5) 

(14.71 

(14.5) 

25 Jute and other vegetable 

5.90 

101.3 

106.8 

105.3 

117.3 

111.3 

106.0 

114.3 

97.8 

102.4 

95.1 

fibre textiles except cotton 


(-3.8) 

(-9.0) 

(-5.4) 

(6.1) 

(30.2) 

(-7.3) 

(16.9) 

(-4.5) 

(7.7) 

(-4.9) 

26 Textile products (met: 

25.37 

151.7 

15.3.1 

153.1 

158.6 

156.4 

1.53.1 

158.7 

I4<>..3 

1.33.7 

98 5 

apparel) 


(-0.9) 

(-3.5) 

(-2.1) 

(11.7) 

(3.9) 

(•3.5) 

(8.5) 

(9.4) 

(35.7) 

(-1..5) 

27 Wood and wootl products 

27.01 

106.8 

114.9 

127.2 

125.0 

131.9 

121.0 

128.5 

131.9 

12.3.2 

99.3 

furnitures and fixtures 


(-16.0) 

(-8.1) 

(-3.6) 

(-1.9) 

(-3.3) 

(-5.8) 

(-2.6) 

(7.1) 

(24.1) 

(0.7) 

2il Paper and paper product 

26.52 

187.1 

179.3 

160.3 

1.53.3 

139.5 

169.8 

146.4 

136.9 

12.5.5 

108.6 

1 printing and puhlisliing and 

(16.7) 

(17.0) 

(14.9) 

(8.8) 

(5.0) 

(16.0) 

(6.9) 

(9.1) 

(156) 

(8.6) 

.illi<-d industries 












29 lasither and leatlicr and 

11.39 

133.3 

123.3 

M6.4 

113.7 

111.4 

119.9 

110.8 

108.4 

99.1 

86.8 

fur products 


(14.5) 

(8.4) 

(4.5) 

(0.1) 

(7.9) 

(8.2) 

(2.2t 

(9.4) 

(14.2) 

(-13.2) 

30 Basic chemicals and che- 

140.02 

162.8 

152.7 

146.9 

144.6 

136.3 

149.8 

140.5 

122.7 

117.2 

105.3 

micat products {except pro- 

(10.8) 

(5.6) 

(7.8) 

(15.1) 

(13.7) 

(6.6) 

(14.5) 

(4.7) 

(11.3) 

(5.3) 

ducts of petroleum and coal) 











31 Rubber, pla.stic, petroleum 

57.28 

139.3 

142.8 

134.6 

127.7 

121.5 

138.7 

124.6 

118.4 

116.1 

I(/7.7 

and coal products 


(3.5) 

(11.8) 

110.8) 

(6.9) 

(3.6) 

(11.3) 

(5.2) 

(2.0) 

(7.8) 

(7.7) 

32 Non-metailic mineral 

43.97 

200.2 

188.1 

161.1 

174.7 

154.8 

174.6 

161.4 

141.8 

131.7 

1(18.0 

products 


(24.3) 

(7.7) 

(4.1) 

(21.8) 

(10.3) 

(8.2) 

(13.8) 

(7.7) 

(219) 

(8.0) 

33 Basic metal and alloy 












industries 

74.53 

142.5 

140.5 

139.3 

147.4 

137.5 

139.9 

143.5 

139.8 

1.31 0 

113.1 



(2.3) 

(-4.7) 

(I..3) 

(2.0) 

(1.7) 

(-2.5) 

(2.6) 

(6.7) 

(l.VX) 

(13.1) 

34 Metal products and part 

28.10 

129.3 

144.7 

138.6 

129,6 

110.5 

141.6 

120.2 

110.9 

100 6 

104.7 

c.xcept macbinciy and 












equipment 


(-6.7) 

(11.7) 

(25.4) 

(10.0) 

(5.9) 

(17.8) 

(8 4) 

(10.2) 

(-.3.9) 

(4.7) 

35-36 Machinery and 

95.65 

167.9 

165.7 

138.6 

156.8 

14.3.6 

152.1 

149.6 

141 7 

1.34 7 

112.8 

equipment i^r than 


* 










transport equipment 


(21.1) 

(5.7) 

(-3.5) 

(5.9) 

(6.1) 

(1.7) 

(5.6) 

(5 2) 

(19.4) 

(12.8) 

37 Transport equipment and 

39.84 

180.5 

175.7 

180.0 

156.1 

148.1 

177.9 

1.53 8 

149.9 

132.8 

113.2 

parts 


(0.3) 

(12.6) 

(21.5) 

(-1.0) 

(4.1) 

(1.5.7) 

(2 6) 

(129) 

(17.3) 

(13.2) 

3K Other manufacturing 

25.59 

112.0 

124.0 

132.8 

120.7 

119.8 

128 4 

120.4 

123.8 

117.7 

104.0 

industries 


(-15.7) 

f2.7) 

(10.9) 

(-5.0) 

(-0.7) 

(6.6) 

(-2.7) 

(5.2) 

(13.2) 

(4.0) 


Note: Figuics in brackeb are percentage variations over the compatablc period ol the previous year. 

Sowvr: Central statistical organisation. Government of India, Ministry of planning and programme iniplcmentation. 
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COMPANIES 


EPW Research Foundation 


AKVIND MILI-S 

Denims in Distress 

ARVINI) MILLS, the country’s largest 
exporicr of textiles, saw its hottoni line 
turn crimson during the year, I‘)y8-y9. 
While net sales remained at last year's 
level, operating profit declined by 35.3 per 
cent over the .same pcrioil. A .sharp increase 
in interest charges (np 23.1 per cent) and 
depreciation (u|) 13 per cent) coupled with 
a huge non operating loss (on account of 
change III the hasisof valuation ofinventory 
and tlie changed policy regarding write off 
of inisecllancous e.xpcnditurej saw the 
company post a net loss of Rs .‘'0.1 crore 
during the year under review. 

This Sanjay I.albhai group company 
boasts ofa 92-ycar history and is engaged 
in the business of textiles, readymades, 
agrochemicals and telecom. Ranked among 
the lop five denim niaiuifaciurers of the 
world. Arvind Mills is seeing tough times 
due to its overdependence on a single 
product, namely, denim. There has been 
a shilt in demand Irom denim and an 
exee.ss built Up capacity of nearly one 
billion worldwide, leading to low realis- 
aiioiis and u'pressed margins. The com¬ 
pany’s earnings fiom pure denim aeeoun 
led for np to f)7 per cent of total turnover 
during iyy8-9‘>. The company has been 
able Iti prevent even lower profits only on 
aeeouni of a part shilling of its priKliicl 
I'Mirifolio ill favour of gabardine and value 
added denim. The company shifted 15 
mmtpa of its denim capacity to U) mmtpa 
of gabardine through minor reengineering 
ami ill-house pnK'essing abilities. Mean¬ 
while. for the first viuartei tif the curieiit 
year, 1999-2(11)0, Arvind Mills has gone 
even deeper into the red posting a net loss 
ot Ks -18.2 crore as against a net profit of 
Rs 10.3 crv>re in the corresponding period 
la.styear. .A pooi pcrfornianee by its denim 
unit and higherilepreciation vveie the main 
culprits. I lovvever, turnover rose by 23 per 
cent during this (X'riod and the share of 
denim business in total turnover has come 
down to 54 per cent. The company has 
been trying to reduce its dependence on 
denim and focus more on mercasiiig 
fashion eontent through diffcrentiaied and 
speeiality products such as .streiche.s, I wills, 
weaves and bottontwcighls. 

('risil recently tlowngraded the rating 
foi Arv ind Mills’ debentures from BBB+ 
to C tsubstamial risk) following the com¬ 
pany’s delayed payments to institutions 
and tianks. This could make it difficult for 
the coinpuny to rais' further debt. It has 


decided to spin off its garments and telecom 
business into two subsidiary companies - 
one w holly focus.scd on gannenis and the 
other on telecom. The company plans to 
rope in a foreign fund or strategic partner 
who will take up a49 per cent stake in these 
subsidiaries. Arvind Mills stock presently 
quotes at around Rs 23 on the bourses. 

Gsir 

Resilient Performance 

Fertiliser giani Gujarat State Fertilisers 
and Chemicals (GSFC) has managed to 
tide over tough times in the past mainly 
on account of its varied interests in 
fertili.sci.s, peiioehemicals and chemicals. 
With this hedging of profitability, the 
company has not been severely affeetctl 
by tlie frei|iicnt policy changes that the 
.sensitive fertiliser indu.stry has had to 
contend with. In fact, more than half the 
etunpany s inrnovcr tiulay comes from 
non fertili.scr ureas. How'cver, despite its 
resilience to adverse factors in the past, 
the coni|)any .sueeumlved to a decline in 
profilabilitv during 1998-99. Though net 
sales reniaineil stagnant over the previous 
year, 1997 ')s, o|X;raling profit declined 
by 6.8 jiei cent mainly on account of the 
highei ivrice for inputs. 'I’he cost of hydro- 
caiiuiii raw material increased by Rs44 
crore and that of imported raw material 


by Rs 21 crore following the depreciation 
of the rupee. A sharp increase in de¬ 
preciation added to the company's woes, 
leading to a 22.2 percent fall in its bottom 
line over the same ivcriod. 

A major fall in the prices of caprolactum 
and the forced closure of its DAP unit in 
.Sikka for 39 days due to u cyclone were 
the two major factors affecting the com¬ 
pany’ s performance during the year under 
review. The company’s two DAP plants 
at Sikka and Baroda together contribute 
nearly 48 per cent of its total turnover. 
After increasing its caprolactum capacity 
by nearly 59.01K) tonnes in the previvius 
year, the company had to contend with a 
fall of nearly Rs 8.{XK) per tonne in prices 
of ciiprolaetuin. According tt) estimates 
the fall in price affected the company’s 
profit by nearly 53 crore. Though it laced 
.several hurdle.s in the form of non¬ 
availability of ntitural gas, frequent inter¬ 
ruption in power supply and tliscoiuinu 
alion of aluminium silicate prcxUictioii from 
(he gypsum route, GSFT managed to 
increase fertiliser production at its BartKla 
unit by 22,032 mts over the previous year 
to 7,65,67.5 nils. While production ol 
caprolactum and melamine tix) was higher, 
that of di-ammonium phosphate at the 
company's Sikka unit was lower. Mean¬ 
while, GSFC now plans to divcisify into 
the field ol information lechnolngy and 
isexploi ing the (xtssibi lity of joining hands 


S.SRC: BANGLADESH FELLOWSHIP PROGRAM FOR SOUTH ASIA | 
I ill- Souib .5si.i Program o( the Soei.il Scieiici Rese.ircli C'oiincil is ple.wed to announce i 
.1 dissei r.uion 'evearch fellowship program tbi riti-retis of South Asia dcsitnied to encour- 
.ige lese.ireli .uni training in ihe humanities and social sciences on B.tngladesh. Funds 
lor this piogiam have been provided ly the Ford Foiimlatiun. 

Dissertation Field Research Fellowships 

DisserlatiDii research fellowshiivs are available for 9 to 12 months of rcseatvh in 
Bangladesh for post-graduate srudents in .iny lield of die social sciences or humanities. 

Eligibility: Caii/ens of Bluit.in, India, Maldives, Nepal. Pakistan, or Sri Lanka, enrolled 
in liill-limc accredited advanced post giaduate (M. Phil, or Ph.D.) programs anywhere 
m Soiitli ,-\m,i outside of Bangladesh. 

Application Deadline: January 15, 2000. Application Icirrns ate now available. 
Avsaids vsill be announced in summei 2n<|i). 

/-'iir iijt;i/i(,ii.i»ij ami furllier iitfoniuifion pUav umlaut: 

SSRC b.inglade.sh Fellowship Program for South As<a 
Social .Sc iL-iu e Research Council 
8 III Seventh Avenue 
New York, MV 10019 USA 
Phone: (212) 377-2700, e.--^l. 468 
Fix -(212) .377-2727 
s-.isia\<i,',sri.org 
vv w-w: hup -' vvvww.sstc.org 
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The Week’s Companies 


{Rs lakh) 


Financial Indicators 


Arvind Mills 

March March 
1999 1998 


r.SFC 


Indian Rayon 


March 

1999 


March March March 
1998 1999 1998 


Incomc/appropriations 

1 Net sales 93708 

2 Value of production 97216 

3 Other Income 8312 

4 Total income 105328 

5 Raw material.s/storcs and 

spares consumed 58189 

6 Other manufacturing expenses 9679 

7 Remuneration to employees 4627 

8 Other expenses 16526 

9 Operalinji profit 16507 

10 Interest 9153 

11 Gross profit 3202 

12 Depreciation 8217 

13 Profit before las -SOI5 

14 Tax provision NA 

15 Profit after lux -5015 

16 Dividends 728 

17 Retained prolil -5743 

Idabililivs/assets 

IS Paid up capital 17005 

19 Reserves and surplus 99280 

20 Long-term loans 156966 

21 Siiorl-tcrm loans 36660 

22 flf which bank borrowings 36660 

23 Gross fixed assets 263101 

24 Accumulated depreciation 37029 

25 Inventories 21802 

2(i Total usscls/liahililies 352608 

Miseellancntis items 

27 lixci'c duty 405 

28 Gloss value added 5679 

29 Total foreign exchange income 45879 

30 Total foreign exchange outgo 33439 

Key financiul and performance ratios 

31 Turnover ralio 

(sales to total assets) (9(.) 26.58 

32 Sales to total net assets ('!(.) 30.24 

t3 Gross value added to 

gross fixed assets {%) 2.16 

34 Return tin investment 

(gross orofit to total assets; (W) 0.91 

35 Gross piofit lo sales 

(gross margin) fX) 3.42 

36 Operating profit to sales (%) 17.62 

37 Prolit lieiorc tax to sales (%) . 5.35 

38 Tax provision to 

profit before tax (W) NA 

39 Proni after lax to net worth 

(return on equity) (%) -4.31 

40 Dividend (%) NA 

41 naming per share (Rs) -5.71 

42 Book value per share (Rs) 108.74 

43 P/E ratio -4.03 

44 Debt-equity ratio 

(adjust^ for revaluation) (%) 134 98 

45 .Short-term bank borrowings 

to inventories (%) 167.46 

46 Sundry creditors to 

sundry debtors (%) 107.35 

47 Total remuneration to employees 

to value added (%) 81.48 

48 Total remuneration to employees 

to value of production (%) 4.76 

49 Grass fixed assets formation (%) 34.13 

50 Growth in inventories (%) -1.61 


93251 

188641 

187964 

129903 

15822.5 

96488 

180021 

179787 

129411 

162613 

9236 

6620 

4589 

7765 

6663 

105724 

186641 

184376 

137176 

169276 

50946 

96698 

92574 

46962 

49444 

10804 

24664 

24408 

29417 

39204 

4756 

14926 

1 3472 

10937 

10291 

13712 

17105 

18233 

19617 

29448 

25506 

33248 

.3.5(189 

3024.3 

40889 

7434 

11722 

11593 

11262 

1(8)75 

18202 

2322‘> 

26115 

20611 

31886 

7273 

8480 

726.3 

9070 

8722 

10929 

14749 

I.S872 

11536 

2.3151 

825 

1.527 

1877 

932 

I9(KI 

10104 

13222 

1(.995 

10604 

21251 

2812 

4041 

3950 

2996 

3711 

792 

9181 

1.3045 

7608 

17540 

1.3905 

II2V3 

7971 

6748 

6748 

105098 

137835 

128605 

135981 

153.366 

143672 

105178 

10 '376 

.5.3403 

8(j653 

12205 

351.59 

20228 

1170.3 

14.323 

12205 

331.59 

20228 

11703 

14323 

196158 

284507 

264299 

146399 

226927 

29532 

69264 

61171 

.395-35 

60161 

22250 

43355 

17186 

21901 

29225 

29.3934 

358560 

3.30280 

223365 

28H<A).3 

31 

11487 

11967 

16209 

2.3229 

22754 

48839 

.50572 

39249 

48494 

35055 

2889 

21.30 

29016 

29722 

13940 

76970 

7/.’. 14 

20739 

24058 


31.7.3 

52.61 

56 91 

58.16 

54.77 

33.92 

65.6.3 

71.15 

62.r(l 

60.60 

11.60 

17 17 

19.1.3 

26.81 

21 .37 

().I9 

6.48 

/.91 

9 23 

ll.t)4 

19.52 

12.31 

1.3.90 

15 87 

20 15 

27.35 

17.63 

18 99 

23.28 

25.84 

11.72 

7 82 

10.04 

8.88 

14.63 

7.55 

10 25 

9.'.>5 

8.08 

8.21 

8.49 

8.87 

1.1 44 

7.43 

13.27 

25.00 

45.00 

45.(K) 

40.00 

50.00 

10.00 

16.51 

21 .32 

15.71 

.31.49 

114.52 

182.88 

PI .34 

209.44 

2.3.3 77 

NA 

2.72 

NA 

4.45 

NA 

120.7.3 

70.54 

78.62 

37.79 

54.93 

54.85 

76.48 

42.87 

53.44 

49 01 

50.44 

108.27 

153.62 

40.67 

64.13 

20.90 

30.56 

25 64 

27.87 

21.22 

4,93 

8.29 

7.49 

8.45 

6.33 

63.41 

7 65 

9.86 

-35.49 

11.75 

-2.99 

-8.12 

-13..3() 

-25.06 

23.63 


With !.4»rsenandToubro(L&T)foriis info- 
tecli project. The company's decision comes 
after the Gujarat government announced 
pluiks to have five major infotech parks in 
five different cities in the state, namely 
Gandhinagar. Bartxla. Rajkot. .Surat and 
Jamnagar. In fact, the Gujarat got ernment 
has selected CiSFC as the major promoter 
for the infotech part project. The company 
slock presently quotes at around Ks 4.5 on 
the bourses, discounting its l‘K)8-99 
earnings by a mere 2.7 times, icflecting 
the poor investor fancy for the .scrip. 

INDIAN RAYON 

Con.solidation for Growth 

An A V Birla group coinpaiiy. Indian 
Rayon saw a sharp decline in piofitubility 
during the yeai. 1998-99 Though figures 
for the previous year. 1997-98. are not 
strictly comparable as only the li.st five 
months of llic company’s cement bu.siness 
(hi ved off to Gra.si m) opcrai ions are rcllcc 
ted in the results for 1998-99, piofilabiiiis 
has declined drasiically. I’hc company has 
seen a major rcstnicluring c.xcrcise of its 
business over the last couple of yettrs. Its 
cement bu.siness was transferred to the 
group rittgship, Gra.sini, with a view 
to clubbing tOgclhci the group's similai 
businesses. .Sharcholden; weregiven ilircc 
shares of Cirasim from eveiy 10 shares 
held. With this demerger, Indian Itayon 
has now shifted its focus to riiyon. carbon 
black and insulators with a gameplan to 
achieve growth driven by consolidation. 
Falling prices and cheaper imports have 
affected the company's carbon black 
bu.siiic.ss during tlic year under review. 

The company is the market leader in 
viscose filament yarn (VFY) and is today 
u leadci in the domestic and inicrnutional 
niarkcts. 'I'hc company is now expanding 
its VSF capacity at a total cost of Rs 40 
crorc. On the other hand, Indian Rayon 
plans lo achieve a phasci.1 exit irotn the 
Icxtile business of knitting and weavi’ii' 
yarn. More recently, the company ha ■ 
announced plans to sell its sea w.uei 
magnesia unit after prematinc rcmcmeni 
oi’iis debt. The unit was initially supposed 
lo have a capacity of .50,(88) loimcs per 
annum and was conceived a' .i 100 per 
cent import subsiitniion projeel which 
would have saved the eoinpany valuable 
foreign exchange Howevei, due to huge 
cost overruns ol around Ks 108 crore the 
project turned unviahle. Meanwhile, Indian 
Rayon now plans to buyback 25 percent 
of its Ks 6.7.5 crore equity at Rs 75-85 per 
share. This could cost the company around 
Rs 127■ l44crore.lisslock presentlyc)uoies 
at around Rs 70on the bourses, discounting 
its 1998-99 earnings by 4.5 limes 


NA; .nean.s not uvailabir. 
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EW FROM SAGE & RESPONSE 


CUSTOMER-DRIVEN SERVICES MANAGEMENT 

S BALACHANDRAN 

Thr, book ronstitiiifs .i biilancod and comprehensive presentation of the concepts and applications 
to the management of services. The author discusses the concerns that must be addressed by 
m.iti.igirs i'i today's customer-driven marketplace. He advocates a holistic approach which integrates 
v.ino j': dimensions of services management—quality, man.aging and motivating people, marketing, 
L’vo.'v'f g competitive stmtegies and institutionalising efficient systems. 

1999 / 332 pages / Rs 425 (cloth) / Rs 22S (paper) / A Response Book 

CREDIT AND BANKING 

What Every Small Entrepreneur (and Banker) Must Know 

K C NANOA 

In this book, K C Nanda provides a critique of the prevailing banking system, pointing out its 
stior! comings as ,il.so identifying the real constraints that come in the way of small industry borrowers. 
The .'luthor provides useful tips for overcoming constraints in borrowing from banks. The book's 
iiniquf coverage .ind wealth of practical information is well supported by reaHife examples and cases. 

1999 / 292 pages / Rs 395 (cloth) / Rs 225 (paper) / A Response Book 

Second Edition! 

ECONOMIC RESTRUCTURING, 

TECHNOLOGY TRANSFER AND 
HUMAN RESOURCE DEVELOPMENT 

B R VIRMANI and KALA RAO 

Th:'. IS .1 completely ri-vised edition of a unique and successful book which integrates the inter-related 
issues of ei onomic development, transfer of technology, and the preparedness of countries and 
enierprises to receive and assimilate new technologies. Rased on a first-hand study, the authors 
P'-ovide .1 comprehensive and comparative analysis of Singapore, Malaysia, Thailand abd India, and discuss 
the respective experiences of these lour economics with structural adjustment and financi.il reforms. 

1999 / 324 pages / Rs 450 (cloth) / A Response Book 

DOING BUSINESS IN INDIA 

Sttcc l-Smarl Entrejareneurs in an Imperfect Marketplace 

V PAOMANAND and P C JAIN 

Iver .A the m.icro environment in India undergoes rapid ch,inges in response to economic reforms 
■Hid '111' iiirnlific.ition of government procedures, the micro environment within which an 
ci'ircpi eni-ur h.is to work—while de.iling with the local government or with banks or at the 
gnss'-Aots id,iiinistia»ive level—still remains fairly complex. In this insightful book. V Padmanand and 
P C Jam tiniili.insc would-be entrepreneurs with the realities of the Indian business environment 
ihio'.igh the nied urn of .1 number of real case studies. The book serves as an excellent guide for 
enir- ptei'eiirs who ,v.int to set up businesses in India, especially non-resident Indians who wish to 
-eliirn to ihe cc^.mtry. 

1999 / 276 pages / Rs 425 (cloth) / Rs 245 (paper) / A Response Book 

KERALA’S ECONOMIC DEVELOPMENT 

Issues and Proclems 
cdtedhyB APRAKASH 

Ketent yei' s have revc.iled a range raf problems in Kerala’s pattern of economic growth which had 
>• ii lii'r been held up as .i model not just for otiior Indian states to emulate but also for other 
developing nations. These problems have beer, accentuated subsequent to t.hc introduction of the 
Structural Adjustment Programme in the country These new and emerging issues are 
'omprehcnsively dealt with in this collection of original essays by eminent economists. 

1999 1 392 pages I Rs 495 (cloth) / Rs 275 (paper) 
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iJUMMlilN lAKY 


Perspectives on Monetary Policy 

A V Riywade 

The explosive growth of infommtion technology could erode the 
power of central banks - rooted in their monopoly over the creation 
of money. As a deputy governor of the Bank of England recently put 
it. “the successors of Bill Gates would...put the successors to Alan 
Greenspan out of bimness”. 


TWENTY-FIRST century economic 
hisloriuns may well see the last two decades 
of the twentieth century as the zenith of 
central banks’ pow’er. It is as well, of 
course, to remember that modem central 
banking in terms of conduct of monetary 
policy is a fairly recent phenomenon in 
economic history - i e, beginning after the 
abandonment of bullion-backed issue of 
currency notes, and becoming more crucial 
after the collapse of the fixed exchange 
rate system in 1971. In earlier decades, 
major central banks made some egregious 
mistakes inflicting .severe pain on .swieties. 
To recall a few, perhaps the stupidest was 
Bank of England’s restoration of the pre- 
firsl war gold parity in the inter war years 
leading to unemployment and depression. 
The Gennan central bank’s printing of 
notes after the First World War, leading 
to hy perinfiation, unemployment and eco¬ 
nomic conditions which led to the rise of 
Hitler, run.saclo.se .second. (F'orproponent.s 
of autonomous central banks, it is worth 
reminding that at the material time the 
German central bunk was. at least legally, 
fully autonomous.) 'llte US Federal Re¬ 
serve followed a tight money policy after 
the 1929 stock market crash and the onset 
of depression - difficult to believe, but true. 

In poai war decades, the record of the 
Bank of F.ngland in ensuring price stability 
has hardly been exemplary. Paul VoIcker, 
the hero of monetarists, did succeed in 
squeezing inflation in the US, but only at 
the cost of tlie worst post-war recession 
in the early 198l)s. In the process, he took 
dollar interest rates so higii that this surely 
contributed to the international debt crisis 
- and a near crisis for the US banking 
system. His successor, Alan Greenspan, 
has assumed an almost god-Jike status, 
presiding.over the longest cycle of strong 
economic growth accompanied by low 
interest rates and unemployment. He was 
also perhaps lucky - low oil prices, the 
Asian crisis keeping import co.sts down, 
a strong dollar, and unions, weakened by 
falling membership, unable to mount 
pre.ssure on wages. Technology, parti¬ 
cularly the internet phenomenon, has also 
helped subdue price pressures. His test 
will come if and when the US stock market 
collapses. His German counterparts have. 


of course, enjoyed enormous prestige all 
through the post wat period - but their 
inflation control task was made easier by 
the Gennan psyche's collective memory 
of thehyperinllation in the inter-waryctirs. 

The currently accepted wisdom is that 
central banks should he independent, 
should set an inllation target, and should 
be accountable forachieving it. The reason 
is that politicians arc suppo.scd to be 
irres|H)nsiblc and an independent central 
bunk alone can he the guardian of price 
stability. This argument, coming from 
ptnipic who believe in democracy, raises 
a few questions in my mind. One would 
have thought that, in a dermKracy, it is the 
job of the voters to discipline irresponsible 
(xrliticians (not bond or currency traders, 
ore ven central banks). If elected politicians 
arc, by hypothesis, irrc.sponsible. then 
democracy is no good - and one should 
look for some other inode of governance 
(the philosopherking in Plato’s Republic'.^). 
1 f one .swears by deinocnicy, then monetary 
policy and interest rates are too important 
macro variables to be left to bankers, not 
accountable to the clcctonite - just as, as 
somebody said, war is too im|xiriant a 
matter to be left to the generals. In any 
case, accountabilitv only for inflation is 
not difficult to deliver, if one has no 
responsibility for. say, employment. 

The other issue (KMlain,s to the definition 
of ‘pre.scrving the value of the currency’. 
Should it be only in terms of goods and 
services? Or also in terms of asset prices 
like equitie.> and real estate? The issue is 
hardly academic. 

Japanc.se monetary authorities were 
perhaps too late in pricking the as.set price 
bubble which had grown beyond any 
reasonable levels in the late 1980s. When 
they did, much of 19‘)0s became a lost 
decade for the economy, the banking 
system was in acrisis, and the fiscal deficits 
have mounted enormously. But, if asset 
prices are to be included in the definition 
of price stability, this creates another 
philo,sophical dilemma for the votaries of 
the idea - they also hclievc in the wisdom 
of the ‘market’. And, .somebody like a 
central bank deciding that equity prices 
arc too high, and acting to bring them 
down, would be heresy to this belief. 


Again, if in domestic terms the value of 
a currency keeps rising (i e, if prices arc 
falling), should preservation of the value 
imply deliberate .attempts to ignite infla¬ 
tion? The question is a very real one for 
the Bank of Japan presently. 

There is yet another anomaly to the 
prc.servation of the value of the currency. 
Why shoultl it apply only to the ilomestic 
value? W'hat about the external value or 
the c.schange rate? Should not that be of 
equal concern, given its deflationary or 
inflationary puteiitial? If the markets are 
the repository of all wisdomintermsof the 
external value, why not rely on them to 
lie arbiters ol the domestic value as well? 

This apai t, there ai c it couple of interest¬ 
ing points in the conduct of monstaiy 
policy in the UK which are worth taking 
note of. It may be recalled that the Hank 
of England was given full freedom to 
conduct monetaiy |julicy only by the euiTcnt 
Labour government, in one ol its first 
policy acts. BoE’s Monetary Policy (’om 
miltee consists of nine menibers, five 
msiilers, and four outsiders. The latter 
have created a public row about the 
inadetiiiacy of the economic research data 
they :irc gettkig. llic research team is fully 
controlled by the insiders, and anybody 
who has worked on a coininitlec knows 
how much power control of the sect etariat 
gives. The release of the committee’s 
minutes provides evidence of considerable 
disagreement amongst members The base 
rate was surprisingly increased by aquartei 
percent in .Septemberand, somewhat less 
surpi isi ugly, more recent ly. The (ostensible 
reasons were rising real estate prices and 
falling unemployment. If BoE economists 
are to be believed, a quarter (x:r cent rise 
lends to a 0.1 per cent lall in prices two 
years down the line. I am sure the correla¬ 
tion exists, i fcxtrancous factors are filtered 
out, but is It cause and effect? Again, how 
important and significant are extraneous 
factors like, say, the strength of sterling, 
international oil and other conimodity 
prices? Do these account for more ol the 
inflation two years later than the level ol 
‘oday’s interc.st ratc.s? What is jieihaps 
more influential is the credibilitv ol a 
central bank, a qualitative liictor, and not 
base rate changes. 

Be that as it may. let us luni back to 
where we started will central banks 
remain as powerful iii the next century? 
Their [lower comes tliiough the monopoly 
over ereutioii of money. But what is 
‘money’’ At the basic level it is anything 
generally accepted as a medium of ex¬ 
change. And this is where the monopoly 
power may get eroded with the explosive 
growth of information technology. In a 
way, of course, the difficulties in 
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quantityinp nioncy supply have ton there 
lor smno time (undrawn limits on crcclil 
caids ’ mutual limds with dieque writing 
facilitii-s' ('leetilicld IT companies in 
Siru'oii Valiev paying for goods and 
•.eivices hy issuing shares? undrawn 
dtawing powers on cash credit accounts 
111 India ’). And hence major central hanks 
have given up nuinctary targeting. But IT 
could take the trend much further - and. 
m a waj. we could go hack to a ‘harier' 
ecomiiiiv Historically, haner was inclTi 
ciciii hecause 'n' gooils and services at 
le.isi Lad II‘(It I j/? ’cwchangc rates', and 

l l.liCTION I'm 


I .IKl' the ILS congressional election every 
.iltciii.itc year. Indians loo seem to be 
ge’iiui;; use'll to elections evciy two ycais 
il on goes hv the esperienee of the past 
eh veil years. Since 19 X 9 . live eleetions 
have liecii held and seven limes a prime 
minisiei has been sworn in. VVhelhei India 
w ill expel lenee Ireijuent spells of political 
iiisiahiiiiv IS v.hal everybody is asking. 
.Since an avei.ige electorate is unwilling 
It' hear that die governmeni is mil going 
M comiileie its leriii, he is prone to read 
the verdict in terms of a clear mandate foi 
st.ihiiity elosei .inalysis of the lesults. 
howc’.ei, lends to suggest that the elumce 
III a luli leim for the piesent government 
IS r.iihei remote 

i f I'ui ihc matter in perspeetive both the 
pi'Sill VC’ an.i negative laetors influencing 
ill. 't.ii->ih!v v'l ilie X'ajpaycc governiiierU 
iiccdiolic aii.ilvscd Indeed there arcafew 
siiongpomt-.!iiiiiiiig,it iisduiahiliiy .I'irst, 
the Imhnii clccior.uc m 'jeiicral arc led up 
1 .1 lieijii. Ill elections. I he lattei not only 
vOsi hug.' Mims ,if iminey. vvlucli is ulti- 
mali'ly borne by the laxpaycis, ihey even 
allc'c'i the day-to day lilc. If ihi-eU-v iviial 
process ;s s'.iggci ed, as was the cii'.c during 
die last ixcici.sc, (he pinch is felt even 
uioic iiccaiisc a caretaker governuieni 
cannot iiupleiiieiU any new policy duriiig 
l(!'■.phav , howsoever imporiantii may he. 
f’oluieiniis who lead the pulse of the peojile 
iviiei liuiii anybody else w ould. iherefore. 
iliiiik twice befoie throwing the country 
mto the throes of yet another election. 

Secondly, thi' present government has 
a comfoit.ible majurity of .VMi-odd mem¬ 
bers and lui'.'uc siiig.ic’J.iv aialiihacan hold 


all tho.se interested could never have access 
to all of them. Now, IT and the internet 
remove this constriiint. Conceivably, a 
consumer could pay for his purchases by 
transferring to the .seller, in.stanlancously, 
.say. his holdings in a mutual fund, fi-easli 
could replace eurrcncy. Conventional 
‘money' woiildceasclobelheonly medium 
of exchange, thus eroding the power of 
central banks. As Mervyn King, deputy 
governor of the Hank of England, said in 
a recent speech, “the successors to Bill 
fiales would ... put the succvs.sors to Alan 
Greenspan out of business". 


It fi>rr,msoiii as liap|)ciied with the pievioiis 
governuieni. One may recall that the earliei 
governmeni of Alai Behari Vajpayee lost 
ihe conticlence of the Lok Sabha by jusi 
one vole. Basing their judgment on that 
episiiile people often talk now- ol 
(.'haiKlrababii Naidii going Ihe Jayalulilha 
way if and when Ins chips would be dow n. 
But lliul .maiogy is misplaced. I le does not 
have the ivinnsite number to start with. 
Moi cover, there is no corrupt ion ehaige 
against him that can make him hchuve ihe 
way J.iyalahiha did. Moreover, Naidu is 
him.self in power in his .stale (.'Xiidhra 
I’radesh) ami. Iherefore. he docs not need 
BJl’ s Mippiiii to come to power there as 
was the ease with Jayalalitha's AIAOMK 
vis .t-vis Kaiunanidhi's ruling l>MK. 

Thirdly, the Vajpayee factor is too 
important to lie ignored. At the moment 
tlieie is no leader in the country wiki can 
match his p. ipiilarity. There is considei able 
poliiieal me.iiiing in the eoinmon talk that 
lie is 'the '‘ighl man in the wrong parly' 
Even the BJP has taken advantage of that 
image from ih',' election of 199() onwards, 
though vviihui the party he has his dcinie- 
tors. Gf course, he cannot technically shed 
his ItS.S backgioiind hovvmuch he may try, 
yet one finds it rather bizarre to conceive 
him as a champion of the RSS cause in 
the conventional sense. Many of us have 
nn; forgotten that 'sad man' in Vajpayee 
alter the deninhiion of the Babri mosque. 
Tlicie vvasevidenlly anelemcniofsinecrily 
in that sadnes', it was not all dramatics. 

I'ouilhly, the piesent parliamentary 
arithmetic is not m favour of the Congress, 
wlii'.'h vvas behind most of the loppling 


games ever since the days of the Samjy ukta 
Vidhayak Dal (SVD - Combined Legis¬ 
lative Party) experiment in the late 19^)s 
though such games were then limited only 
to state level politics. Congress is so used 
to enjoying power that it feels restless 
whenever it is deprived of il. At the central 
level it played the trick as early as in 1979 
to topple the f rsi ever non-Congress Janata 
Party government led by Moraiji Desai. 
Taking advantage of the frustration of the 
Jai leader Chaudhari Charan Singh, an 
aspirant for the prime ministerial throne 
from day one of Janata I’arty's existence. 
Congress prodded him to part company 
with Desai on the prumi.se that he would 
be made the prime minister with their sup¬ 
port. Congress did keep its promise. But 
as soon as Chaudhuri's dependence upon 
the Congrc.ss became visibly total that 
precious support was withdrawn neccssil- 
.iting interim elections. In the elections 
that followed, the Congress returned to 
power with a comfortable majority. 

In 1991, the Congrc.ss repeated exactly 
thes.uiictricklotoppletheV P,Singh govern¬ 
ment. Repeating in every detail the Charan 
Singh drama il now' contracted C'handra- 
scklKii to be the nemesis of V P Singh. 
Chandia.sekhar became the prime minister 
just lot four months before the Congress 
vvithdicw its support leading to his fall 
and resultant iresh elections. Once again, 
in the elections that follovvcil. Congress 
letumed to |X)vver iliougli only as a minority 
government to start with. 

The story did not repeat itself frame by 
frame in 1999 but the situation bore Ihe 
stamp ot earlier manipulations by the 
(.'ongro.ss. This time it made capital of the 
nuisance value of luyalulilhn to mduce the 
Vajpayee government to a minority anJ 
ultimately thrust an election upon an 
unwilling nation within one and a half 
years of the previous polls. But unlike on 
earlier occasions the resulLs of the 1999 
elections did not offer even the remote 
possibility for the Congress to foim a 
eovermnent. Nor docs it ofler the party 
the chance to topple the Vajpayee govern¬ 
ment hy using its age-old trick of en¬ 
couraging defections from within the 
ranks of the ruling alliance. In the present 
Luk Sabha the disgrunllcmcnl factor of 
Ihe variety represented either by Charan 
,Singh or Chandrasekhar does not seem 
to exist, nor a Juyalalithu type nuisance 
factor. Hence it is not possible for the 
Congress to even think of making a Charan 
Singh of George r^’crnandcs or Sharad 
Yaduv ora Jayalaliihaof Naidu or Mumata 
Banerjce, for reasons of both parliamentary 
arithmetic and political iinpracticalily. 

NDA Gains, BJP Losils 

.Although these factors tavuur the 
stability of the Vajpayee government, the 
latter has other reasons to worry. Para- 


Whither Indian Polity? 

I’urthu S Ghii.sli 

VV7i//r ihc ^(ncnuiicnt, n'ccntly installed, has a eonijhrtahle majority 
amt no one alliance can hold it to ransom, the HJP's links to the 
himlntva ori>anisations are a ilestahilisinf> factor. Stahility can be 
yained if the HJl* were to become more like the Conf{re.ss, without its 
dymistic ride a hroa<l-bii\ed porty representin}’ all social and 
, lUtnoniic intere.sts. 
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doxically, both Vajpayee and the NDA 
have won the election but the BJP as a 
party has lost. True, it has been able to 
retain the .same number of seats - 182 - 
in the parliament, but its popular base has 
shrunk from 25.59 per cent in 1998 to 
23.07 per cent in 1999. Of larger imtxirt, 
however, is the dilution of its agenda. For 
the 1999 election there was no BJP 
manifesto. The NDA agenda that was 
ppi.scnted to the voters as a manifesto was 
written in such general terms that even 
with a magnifying gla.ss one would have 
to search in vain for some trace of BJP 
there. Where was that ‘party with a 
difference"? Hindutva was put on the back 
burner even in the election of 1998. Any 
talk of the Ram temple, a uniform civil 
code, and the abolition of Article 370 has 
become a veritable embanassment for the 
party. No right thinking Indian needs to 
shed tears for BJP’s shedding these items 
from its agenda, but willthc other members 
of BJP’s hindutva conglomerate like the 
VHP, the Bajrang Dal, and the .Shiv Sena, 
or for that matter even the R.SS. think the 
same wav'? Here lies the inherent con- 
tradictioti within the pre.sent t uling set -up. 
One should not be unduly stirpnscd il the 
lontroversy thitt once plagued the Janata 
Party in the seventies surfaces once again 
to the detrinieiil of the NDA bandwagon. 

The dividend that the hindutva ideology 
could pay, and indeed did in 1091 and 
1996 elections, has d\v indled. It has rather 
become a liability foi the party, now that 
It wants to ix'ticiratc into the vote banks 
ol the dalils, backward classes, and 
mmnrities. .Many BJP leadeis rt.ilise this 
but the paily’s so-called support .systems 
refuse to budge. Tlicre must be .serious 
internal tensions within the parly between 
those who give the RS.S their unquestioning 
allegiance and those who arc pro-BJP but 
have Ib-.lc to do with the RS.S. In the 
Vajpayee cabinet those portfolios that 
influence the political, cultural and social 
lives of Indians have gone to the RSS 
loyalists but those .hat take care of esternal 
.security and relations, and economic 
development have gone to cither non-RSS 
BJP mctnltcrs or the alliance partners. It 
can be surmised that Vajpayee is trying 
to strike a balance between tlie two .sets 
of forces so as to ensure mi the one hand 
the general material well-being of the 
people and on the other the support of the 
hindutva' brigade because on this com¬ 
bination hinges the stability of his govern¬ 
ment and the future of the BJP. But the 
problem is that they are juM not compatible. 
If not within the BJP fold it-self, within 
the NDA fold certainly, there is bound to 
be disaffection against the R.SS and VHP 
remote contrul.s. How Vajpayee and his 
party tackle the i.ssue of ‘dual loyally’ of 
the seventies vintage is to be seen. 

The issue of personal ambitions within 


the NDA for prime ministership could 
also assume serious proportions. If 
Vajpayee were to become unavailable on 
the .scene, the .scramble for leadership 
would lx: unavoidable rending the alliance 
asunder. Morarji Desai was ever appre¬ 
hensive of the ambitions of some of his 
cabinet colleagues, namely. Charait .Singh. 
Atal Behari Vajp:tyce and George Fernan¬ 
des. Of these three, twt) became prime 
ministers. Is it now (Ictirge’s turn'? VVoukl 
Lai Krishna.'kiKam perpetually wait m the 
wings'? What ahoiii Ram Vilas Paswait; 
would he not ti\ to liilfil the dream of the 
dalits to have iheii own piimc minister 
which Jagjivan Ram liad narrowly missed 
in 19777 These ,iie some of the imponder¬ 
ables that itiusi concern ail stability 
watchers. 

Probably, ib.e only way the BJP can 
assure stabiiiiy ish> becoming a prototyix: 
of I he (.'ongress w i ilu m t the lai ter's dynast ic 
hangover. This perspective needs some 
elabor.itioii and lef lection.Toput the mailer 
in ix'rspective. the connection bcMwcen the 
party system and governiuenlal stability 
has to be undeiMood. Al the core of out 
variety of politwal instability aie two 
variables - one, the decline of the Indian 
National Congress, and two, the fluidily 
of our patty system One may add a thiid 
point too and tliai is the chuiisnia ol the 
leadcrship. 

The C'oiigiess was never leally a party. 
It was a nicoemeni in which ail kinds of 
social forces and economic inteiests I'oiind 
theii e.xprcssion ihe so-called ‘Conpicss 
.system', as Kajiii Kothari characterised ii 
Al specific pointsol histoiy e\en the Hindu 
Mahasabha an(> the RS.S gtit their s lews 
aireil through tliai movement. All the 
political parties ihal wc .see now' in ihe 
electoral fray, bailing the Marxists, arc 
actually the olYshoots of the Congicss. So 
lar as the Marxisiswcie concerned, because 
of their cxtraieiiitorial eonncclion duiing 
the nationalist movement, they temaiiied 
on the pcripheiy, making little impact on 
mamstrcaiii politics, fiven after iiidc- 
ivndcncc ihc proce.s of their iiuligcnis 
alion Wits slow aiul licpendcd more on 
changes in the global .seenc titan on what 
happened on the domestic political front 

The umbrella character of the Congress 
eonlributed in a big way to the political 
integration ol India both hon/ontally and 
vertically. Ilori/omally, it served, or at 
least appeared to serve, the intere.sis of all 
social groups, mainly caste groups, spread 
across the length and breadth of the country. 
Vertically, it lopcd in all the important 
provincial leaders within its fold. All tin ise 
who give credit to our constitutional 
ingenuity in making our federation (w'c 
call it the ‘union of states') work must iiol 
lose sight of this crucial element of Indian 
|X)Iitics where the pitrty in power itself w as 
federal in its make-up, not organisational),. 


but politically. If Bihar, Wc.st Bengal, UP. 
Tamil Nadu, and other states did not feel 
the pinch of central overlordship in (he 
fifties and curly sixiic.s and as.sertcd their 
independence vis-.t-vis New Delhi, the 
reason foi this must not be .searched merely 
in oiireon.stilulional provisions hut in our 
nationalist lieritage. During that movement 
a .Sri Krishna Sinha of Bihar, a B C Roy 
of Bengal, a O B Pant t)f Ihe United Pi ovin - 
ees. or a C Rajagopalachari and a 
Kamaraj N,ulai of the erstwhile Mailras 
province played their roles in their 
respcetivc st.ites Ihal were no less in 
impoiiaiice than what Nehru or 
Vallabhbhat Patel played al the lulional 
level. There was mutual respect between 
these tvvosetsof leadcis and scldomdid tine 
hcai til Ihc so-callcd party high commaixl 
diciatiiig Ihe .state iinit.s ol the party. 

F'cder.ilism was thus stiuttuied on this 
relational pattern. As lime jiasscd and tliesc 
letiilers passctl away, ihc stiueiuiv could 
not be siistuincd. The leasoti w.is ilia! 
neilher was the sliiietme iiistiiuiionalisi.tl 
through the patty niechumsm nor were the 
successor leaders foi 'sighted enough to 
giapple with the inipeiuling crisis. 
Lxisteniialisl m theit political ambitions 
as they vvcic, they look inaximiim ad¬ 
vantage ol an aitioiphous parly sluictuiv 
lo exploit Ihc sitnalioii to tlieir advanlage. 
The Congress Icadeisltip undei Indira 
Gandhi, instead ol tightening the loose 
ends of the institulioiial situeuiic.deetded 
to capitalise on them to conecniiaie all 
jtovvers in her oil ice and her own sell. Tlie 
party high command loc.iied in Delhi 
iH'came too j'owerlul compared to the 
slate units. ,So itiiieh .so dial C'ongicss 
piesidcnt Dev Kant IJariia had the auil.icily 
to declare lli.'il 'India is Indira and Indira 
is India'. Having failed to find any avenue 
to ventilate then grievances the tcgioit.il 
Icadeis look leeoiirsc lo the crcalion ol 
their own regional parlies. 

.Sii MMiM. Mil Dicav 

•Agaiiisllhis b.ickground (hcic could have 
been I wo possibilities lo siern the ('.'lay 
(Jiie.by replacing the Congress by anilibel 
movement type party in which hull.i s 
diverse social gioups and iiilciesl'. cmilil 
find Iheir repre.sentation ami I wo. by 
W'oikingoiil a coalition o( legion.il parties 
at least for the purpose ol i.iking care of 
the larger Miltlonul irtleiesis. Ihc lirst was 
unlikely because lliere w.is no party which 
could step into die nvcisi/cd shoes of die 
Congress. Neiihci tlie light nor Ihe left had 
enough imiss base lo v'eniuie mio this 
massive task. I iie only way out was lo try 
the .second alteinalive, which actually 
haitpciied. St.iilmg with the SVDetiieri- 
nicni 111 the .isscmbly elections of 196? in 
the Hindi sjieuking stales through ihe 
Juiii.ia pha.se in 1977-79, and then down 
to Ihe United Front and National F-ioni 
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experimenls in ihc nineties, the process 
was clearly in that direction. Even the 
Marxists joined the prtjccss though with 
some misgivings. They confronted a 
paradox. Conceptually the CFM was a 
national party with a national agenda in 
which caste and other sectarian 
considerations did not have any place. But 
eicciorally they were confined to only a 
few states as a result of which many started 
viewing them as a mere rcgitmal party to 
iheconsiderabledi.sconifiture of Us leaders 
and ideologues. 

The present phase starting with the 1 ‘JXy 
eleciion is sending mixed signals. On the 
one hand the BJl’ is one ascendancy with 
its promise to provide the necessary 
political stability all hy itself, on the other, 
the regional and segmental forces are 
making the BJP accept the liurd reality that 
stability can be possible only through a 
coalition of national and regional panics. 
The present debate on stability hinges on 
an answer to this question. Given out 
experience during the last two decades 
neither seems to hold the key to stability. 
IVrhupsoiily a national party with a federal 
organisational structure can play that role, 
which from Ihc present rcck,oning can 
eiilier be played by Ihc Congress or the 
Hil’. But inlicicm contradictions in both 
the panics stand in the way. 

I'oi the Congress its o\’crdcpcndcricc on 
llie Neliru-Oanilhi family lor votes has 
two negative iinpaeis. One, it prevents the 
pany I roin building its organisation through 
transparency and inicrnul democracy; ami 
two. it works as a glass ceiling for its 
leaders who aspire to become prime 
minister.,Ihc recent election results lend 
t(> show that Sharad Paw'ai had u point 
when he revolted against the leadership 
of .Sonia Ciundhi. Had the pany projected 
him oi anyone else chosen through 
democratic means us the [triine ministerial 
candidate there might have been the 
possibility of the Congrc.s.s making a much 
K-ticr perfonnance at the hustings. If the 
Nelmi-Gaiulhi family is sincerely dc.sirous 
of seeing the Congress relurn to its old 
glory it inusi learn to serve the party while 
reinuining h>w profile and not only as top 
leaders. But neither the family nor the 
party seem to be learning that lesson. 

The BJP‘s problem is us narrowly 
foeused nation-building theorx and the 
con.set|uent failum to severe ties witli such 
rctrogmdc ideologies as rcpresciucd by 
the R.SS. VHP, Bajrang Oal. Shiv Sena, 
and othcrsiinilar organisations. Otherwise, 
111 the Indian context, the party belongs to 
the rare bi eed of a dctiKK'ratically organised 
one that gi\ es full scope for internal debate 
anil full chance to anybody to aspire to 
he its leader. Now that it lias lasted power 
at the centre it should realise that its 
himUiivu plunk has its limits and can 
provide at the most about 15 per cent of 


the votes which is not enough to come to 
power all by itself. It should as well rcali.se 
that even after assuming power it cannot 
implement us agenda forthe simple reason 
that iLs stakes in power are dependent upon 
support of parties which do not necessarily 
share its ideology. As such it would have 
to reconsider its relationship with the RSS 
and other similar outfits. To my mind the 
RSS as an organisation has been overrated. 
During the last 75 years of its existence 
it has always remained on the periphery. 
The fact that Advani’s ‘rathyatra' gave it 
a shot in the arm in the early nineties 
proves the |toint that it is not the BJP that 
needs the RSS but the RSS that needs the 
BJP. Once this reality dawns on the BJP 
leadership the day is not far when it would 
accomplish the historic mission of emer¬ 
ging as an alternative to the Congress. The 
NDA I'xpcriinent would not then look any 
diffcicnt from the Congre.ss system. In 
India that is the only national party model 
that works. 

It IS not absurd lo visualise Indian polity 
essentially in a two-party framework. But 
before any such thing can happen, the 
Congress nniM restructure its parly on 
democratic and federal lines, ;ind the BJP 
on an ideologically inclusive line. Both 
arc ill the realm of possibility. But the 
chances for the Congress lo succeed in this 
seem lo be less in the near future. As an 
old organisation its traditions and mindset 
have become so rigid that they leave little 
scope for new ideas and new leaders to 
emerge. Loyalty to the Nchrii-Gaiidlii 
fatnilv is what loyalty to the parly actually 
means. II Priyanka Wadhera emerges as 


the leader of the party in the not-too- 
distant future, which isadistinct po.ssibility, 
it would seal the fate of all aspiring leaders 
for decades to come. 

The BJP has no such hangover. More¬ 
over, as a party just starting to ta.stc power 
it has reason to be more accommodating 
and innovative. Fur reasons cited above, 
it might even consider changing its stripes 
to appear more acceptable to various seg¬ 
ments of the population. In other words, 
this amounts to its distancing itself from 
the hindutvu brigade and making itself 
more amenable to the pluralistic ethos of 
India. 

In between stand the Marxists W'ho do 
not seem lo have much of a future. The 
so-called third front, a major component 
of which arc the Marxi.sts, may make 
occasional bids for power but its success 
rating is very small. The CPl(M) would 
remain the conscicncc-kecpcrof the nation 
and the CPl-MI. together with ultra-Lcft 
militants would work as a pre.ssure group 
for land reforms and other benefits for the 
poor and disadvantaged, but beyond lhe.se, 
their impact would not be felt. In.sofar as 
the other Marxist parties are concerned 
their future would lie in how best they can 
tie up their strategies with the CPM. 

The political future of India would 
depend upon the outcome of the ‘great 
game' that is being played by the two 
contesting giants- an old and experienced 
Congress and a young and adventurous 
BJP with virtually the same tools and 
strategies. The intervening period would 
be turbulent and kaleidoscopic. It cannot 
Ix' helped. 


JAMMU AND KASHMIR 

B JP’s Alliance with National Conference 
Predicament at State Level 

Kckha Chowdhary 


The NC-HJP alliance defies all political logic and is wrought with 
serious implications for hath partners. Workers of both parties are 
conscious of this but, as always in the pa.u, the politics that is being 
played on behalf of the state is totally unrelated to the local 
respon.se.'i. Not to mention the ma.s.ses, even the elite and their 
sensitivities are eomplctely ignored. 


NOTHING is inoro paradoxical in the 
whole histor’ of the politics of Jammu and 
Kashmir than the present equation between 
the National Conference (NC) and the 
BJP. By joining the government at the 
cenii e, the NC has become an active partner 
of the BJP. Tliis is a position that goes 
much beyond the kind of as'ociaiioii the 
two were involved in after the 1998 
elections. .At that time the NC had declared 
it.s policy of supporting any party that 
forms the government at the centre. Thai 


the BJP had emerged as the major partner 
in the ruling coalition and that the NC 
leadership had supported it - all this had 
the effect of making the relation between 
the two parties appear to be incidental 
rather than deliberate. This lime the 
relations between the two parties seem lo 
be more considered and conscious. Much 
before the initiation of theelecloral process 
for the 1999 election, the NC leadership 
had declared its afrdiation with the BJP- 
Icd NDA. All through the period of 
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electioneering the NC was hopeful of 
finding a place in the central ministry. 
With Omar Abdullah having been 
accommodated in the central ministry, the 
as.sociation between the two parties seems 
to have been consolidated, at lca.st at the 
level of central politics. At that level, not 
much anxiety is being expressed regarding 
the sharp ideological differences between 
thetwopartners. Nodilcmmacxists around 
Article 370 - the major source of conflict 
between the two. The FIJI’ has deferred its 
politics of Anicic 370 for the lime being 
and the NC is nut insisting on central 
action on its pnx;laimcd position of reversal 
of centre-state relations to that prevailing 
in the prc-19.‘53 period. 

It is at the level of local politics that the 
alliance between the NC and the BJF is 
perplexing and tivercast with problems. 
The slate BJP leadership has been quite 
forthright and candid about its disapproval 
of the alliance. Much ahead of the forma¬ 
tion of the government at the centre, the 
two recently elected Mi’s of the parly had 
requested the central leadership that the 
NC should not Ijc given a chance to be 
a part of the govcrnmeni in the centre. Yet 
despite .such pleas, the NC has been 
incorporated in the government and Omar 
Abdullah, the young son of the NC leader, 
has been given the status of minister of 
state. 

Die situation as it has emerged in the 
state is quite embarrassing for the local 
BJP. BJP politics of the state river three 
generations has been based on its rivalry 
with the NC. Starting its polilictil career 
in the form ol the Praja Parisliad and later 
us the Bharatiya lana .Sangh, before it look 
the name of the BharaliyaJanata Party, the 
major plank of the party in this slate has 
Ih'cii its opposition to everything that 
the NC .stood for. In the early post- 
indepen.ienec period, the programme of 
land reforms being actively pursued by the 
NC was \ ehcnicntly opposed by the Praja 
Parishad. It was due to the strong protest 
launched by this party that the NC 
government was forced to appoint the 
Wazir Enquiry Committee to go into 
various questions related to the land 
reforms. The Praja Parishad was even more 
vocal in its opposition to the politics of 
the NC on maintaining the autonomy of 
the state. When a re.solution for convening 
the constituent assembly of Jammu and 
Kashmii was adopted by the NC, the Praja 
Parishad protested against this move. It 
launched a massive agitation in 1952 
demanding the complete integration of the 
state with India and abolition of Article 
37t). Later, as the Pritja Parishad merged 
with the Bharatiya Jana Sangh, it remained 
obsessed with the issue of integration of 
the state with India. This issue continued 
to remain the focal point of BJP politics 


till it formed the coalition government at 
the centre in 1998 and declared a deferment 
of its demand for abolition of Article 370 
to a future date. 

For the local BJP leadership, the 
emphasis on Article 370 is very crucial, 
more crucial than for the BJP elsc>shcre 
- reason being that unlike the rest of 
India, Article 37t) here is not merely an 
issue of ideological stance but of practical 
concerns. The party has channelised the 
regional gricvaiiees against the power 
structure through its opposition to Article 
370. Without going into the question of 
what exactly docs this article imply, the 
BJP has generated by sentiments against 
this article, and a politics of opposition 
to it has been coiisii ucted which appeals 
at the common sense levels to many people 
of the Jammu region, mainly urban Hindus. 
Autonomy and the special status of the 
.state, at this level, .ue projected to be 
conccs.sions given mainly to the [leople 
of Kashmir, mainly .Muslims. So dc|H;ii- 
dent is local BJP politics on this kind ot 
the mindset, both of the elite and the 
targeted mass, that devoid ol the poliiic.s 
around Article '/’O, BJP in the state will 
stand totally baflled. 

In the context o! the iiiililaiicy in the 
last one decade, the llJP’s polities around 
this issue has been more consolidated and 
assertive. It has used the situation of 
political disorder and militancy not only 
to rc-affinii its political stand that auto 
nomy brccils separatism but also to extend 
its political base, riu; communally polar¬ 
ised political response to militancy, ag¬ 
gravated by the BJP, has worked in the 
interest of the paity. How else c.an one 
explain the perroriTiance of this party in 
general elections in this state in last five 
years? In terms of its electoral record, the 
party had been hiring poorly bcfoic the 
outbreak of niilii.iiicy. Thus in the 
assembly cleetionsol 1983 the parly could 
garner a mere 3 14 |)cr cent of the total 
votes polled in the state and could not w'in 
even one scat. In 1 ^87. it could win merely 
two seals with the voting percentage 
of 5.10. Howevei. tlie numbers and pei- 
eentages have wm I cd very differently for 
the BJP victory with 37.57 per cent of 
the votes polled in the Udhampur 
parliamentary constituency and a quite 
increa.scd pcrcetila/:e (26 per cent) in the 
Jammu constituency. The last two 
parliamentary elections have wilncs.scd 
the victory of the BJP in Ixilh the scats 
of the Jammu region. In the assembly, its 
representation has ari.scn tocight incmlK:r.s. 
This electoral bonanza for the BJP is not 
so much the result of the national level 
politics of the party as tlic outcome of 
local issues rela'cd to militancy. What 
helped the BJP consolidate its position in 
the Jammu region during the period of 


militancy was its vociferous and sus¬ 
tained campaign against separatism in 
Kashmir. In this campaign opposition 
to Article ,370 and the special status of 
Jammu and Kashmir formed the central 
IHiint. 

Against liiis background of the local 
compulsions of the nJP'.s politics in the 
Jammu reg ion. tlic stronghold of the p.iny, 
one cun sec the discomfort of the Unal 
leadership both over dclenncnt of the 
polities of Article 370 as well as alliance 
with the NC. For all practical pur|iosos, 
the local BJP leadership h:is refused to 
go by the national agenda, it continues 
to be as \ocal as regards its opposition 
to .Ai tide 370 as ever, ft continues to react 
to the policies and the programmes of the 
NC with a sen.se of tiadiiional disdain. 
The NC seems to recipriHate the BJP 
attitude. Its cadre uic as much ill -.it-eusc 
about the alliance of the party witli the 
BJP as tlic mernbiTs of the laltei arc It 
is difficult lor grass roots NC workeis io‘ 
justify the alliance to the comuion 
Kashmiri. Yet iiilcrn.il paity politic.s has 
forced them to mainiaiii silence. Noboily 
dares quest ion l-'aiooq Abdul lab. the 
Ic.idcr of the party. Even those who can 
may not come out in the open against the 
alliance due to fear of being niargiiiaii.scd 
or even banished from the party like Sail- 
ud-Oin So/. But when it comes to day- 
to-day polities, they niamtuiii their po.sture 
of opposition to tlic BJP and its politic:. 

Hence, whatever may be liappenine at 
the national level, not mueh has cliaiigcd 
between the two parties at the local level. 
I'lic two diller not only in their iiolitics 
but also ill thcirdisposiiions. The ailianee. 
therefore, is meaningless. A|)aii Iroiii 
ensuring the NC goveiniiieiil a secure 
tenure till the next assembly elections, it 
docs not serve, any Ollier political purpose 
In this context it may be pcrtineiii to say 
that despite Ins support to the BJP since 
lyw, l aiooq Abdullah has not been able 
to negolia'e iiiucli from the ecnlral 
govciiimeiil. In fact, the cciiiiul govein- 
menl has refused to bail out hisgoveninuiii 
in the acute Imaricial crunch that the staic 
is faced with. The central govei n meni lias 
also not come out with any Npcci.d pio- 
.'tramme ol assistance, cither ecoii. unic or 
political, to the state govcrniiicni for 
dealing with the silualion of di'-f-onienl 
and .aiiciiation. 

The .NC-BJPalliaiiccddii s all political 
logic and is w'l'ouglu 'viili serious impli¬ 
cations for both paitnei.s. The workers of 
both parlies are conscious ol this but. like 
always in 'lie past, the politics that is 
being pla,\ed on behalf of the slate is 
totally nnrclalcd to the local responses. 
Not to mention the mas.ses. even the elite 
and tlicir .sensuivities arc completely 
Ignored. 
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HlJiCTION 1W9. RAJASTHAN 

Caste and Two-Party System 

Saiiju} Lociha 


The jiU rebellion. Karf{ii and Vajpaee combined lo i^ive liJP a 
landslide virrory in the recent lA>k Sahha and Vidlian Sahha elections. 
While the jats could move hack to the Confiress, the BJP could 
improve its base amonp the upper castes and also the SCs and STs. 
All other parties have been virtually eliminated. Any movement for 
subaltern assertiveness must he shaped within the two-party sy.stem. 


IN the ‘l.aiid <)l Shifting Sands', as 
Rajasthan is popularly known, election to 
the l.lih l.ok Sahha was a challenge as 
well as an oppoitunity. It was a challenge 
lot the (’ongress hecause in the two elec¬ 
tions held in 1998 (I,ok Sahha, I'ehniary 
and Vidhan S,thha. Noveniher), the party 
had aeliievetloverwhelining siijiport from 
the people of the state winning 18 out ol 
the 2S l.ok Sahha seats* and an unpre¬ 
cedented three fourths majority (l.’i.J out 
of .■’00 Vidhan Sahha seats) in the .state 
as.sciiihly The piecise challenge was to 
dcleml this landslide victory and if pos¬ 
sible achieve an electoral hat-trick hy 
incieasing ilu tally. (In the other huiiil. the 
1999 l.ok Sahha election.s were a pri^e 
opportunity lor the othei iiia|oi political 
player in the state, the IJJP. It was an 
oppoitunity because in both the electicins 
held III 1998 the pally had reached the 
nadir ol popularity. The BJI’ could win 
only live l.ok Sahha seals and .l.l Vidhan 
Sahha .seats in 1998. The parly leadership 
in the stale w.is well aware ol the f.ict that, 
keeping in view the popultir vole share 
whu h the BJI’ achieved in spile of the 
electoral debacles, its performance could 
not [vissihlv lake any lurther downward 
slide Theopporiiinity then forllie BJP was 
to hold the tide and go all out for a iccovery. 

As the lesulls started to pour in from 
the afternoon ol Ocioher (>, many a 
psephologist must have regretted their 
projeclion.s. The BJP staged a remarkable 
comeback w inning 16 seals all o\er the 
Mate while Congrcs.s received a severe 
druhhingcapturingonly nine seats. It was. 
to say the least, a comprehensive aiKl 
resounding sicioiy for the BJP. Table 1 
giscs a definitive picture of the magnitude 
of BJP's win. The parly, while retaining 
I'our of the five .seals which it won in the 
1998 I,ok .Sahha elections (Sikar. Jaipur, 
Bayana and Jhalawari snatched 12 seats 
fiom the ('ongress (.Ganganagar, Chum, 
•Mwar, Bharatpiir, Sawaimadhopur, 
Bhilwara. Pali, Jiidhpur, Tonk. Kota, 


Chillorgarh and Ajmer). The Congress on 
the othei hand, could retain only si.x of 
the 18 seals it held in 1998 i Bikaner, 
Dausa. Banswara, .Saluinher, Banner and 
Nagorei and could snatch only one seal 
from the BJP (Udaipur). It is woith 
nieiuioning that the Udaipur seal was won 
hy Girija Vyas, P('C chief by a margin ol 
over .SO.fKM) voles. But Vyas was nailed 
lo her conslituency throughout the ctim- 
paign period which displeased many a 
(’ongress man all over the state. Udaipur 
was also the de.stination of all Congrcs.s 
leaders who had differences with local 
candidates in their areas. It was also the 
battleground W'herc maximum allegations 
of malpractices and misuse of govern men 
taliiuichiiicry were voiced by the BJP, .some¬ 
thing w hich Girija Vyas her.self boa.sted 
in one of her post-victory press talks. 

Of the sis seats which Congress re¬ 
tained, its victory margins dwindled sig- 
nilicantly in fis'c: by about one lakh votes 
in Bik.iner, .SS.OOO in Dau.sa, .SO.OIK) in 
Banner, 6(),(X)0 in Nagore and 2.‘i,(){)() in 
.Saluinher It w.is only in five scats that 
the ('ongress could increase its vote tails 
os'ci the 1998 elections; .Sikar, Jaipur, 
Ahvai, Banswara and Udaipur. One defeat 
which must have rankled was that in 
Jodhpur Irom w here the parly had won all 
hut one elect ion since 1980 and in all these 
victories .-Sshok Gehlot, the present chief 
minister ol Rajasthan was the ('ongress 
candidate. It was he who had handpicked 
Ihe C' ingress candidate from Jodhpur only 
to .see him trounced by more than one lakh 


votes. A.S compared to Congress the BJP, 
having contested 24 scats this time,^ in¬ 
creased its vote share in 20. It was inter¬ 
esting to see BJP winning all those three 
scats where voting was higher compared 
to the 1998 elections: Jaipur, Jhalawar and 
Chillorgarh. 

1 

A Two-Party System 

One point of potential interest in the 
tesult is Ihe virtual elimination of other 
piililical parties in Rajasthan. I'abic 2 gi vc.s 
a clear idea of the prevailing political 
situation in Rajasthan. It might be said that 
the state is moving towards a more clearly 
articulated tw'o-party .system. In the 1999 
election apart from sharing all the 2.5 seats 
between them.scives, the BJP and the 
Congress have bagged as much as 92.-55 
per cent of the valid votes polled. The 
Janata Dal (U) would have fared much 
woise if its candidate in Banswara had not 
been supporteilby ihcBJP.ThcB.SPfieldcd 
as many as 16 candidates and although in' 
half of these secured more than 10,(XM) 
votes the party could make its presence 
fell only in Bikaner (24,013), Bharaipur 
(81,2()8), Bayanu (4.1,443) and Nagore 
(2,19,445). However, it is only in the first 
three of these that the BSP has taken some 
roots. Its success in Nagore was due to jal 
agitation and the strong candidature ol 
Vijay Punia. As far as the Communist 
Parties are concerned they ha VC only certain 
pockets of intlucncc and have tailed to 
expand their base over the years. 

The prospects for a ‘third force’ thus 
appear bleak in Rajasthan sandwiched as 
it is between two all-embracing political 
parties. Apart from the tlexibility which 
both these parlies have shown in slate 
politics, all others suffer from the absence 
of a proper organisational network, lead¬ 
ership and resources. Most of the '.imes 
it is the disgruntleu elements within the 
two major parlies who defect to a third 
party on being denied a ticket or other¬ 
wise. But such elements cither return lo 
their parent party or fizzle out politically. 

liJP hruadens its base: One important 
feature of electoral politics in Rajasthun 
is the ascendancy of the BJP in the present 
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decade involving a definite expansion of 
its socio-political base all over the state. 
The hitherto existing picture of the BJP 
was that of a party popular only in the 
urban pockets of Dhundhar, Haroti, Mewar 
and few areas of Marwar.^ But now the 
party has established a formidable pres¬ 
ence in all the regions challenging Con¬ 
gress in its strongholds of the tribal belt, 
Marwiir and Shekhawati. Table 3 is ample 
proof of this phenomenon. In Marwar the 
Congress had won all the seven scats in 
the 1998 elections but this time the BJP 
has snatched the scats of Ganganagar, Pali 
and Jodhpur from the Congress and also 
got more votes than the Congress. The 
BSP performed better here securing 5.72 
per cent of the votes. In Shekhawati. 
regarded as the jat stronghold, the Con¬ 
gress could .secure only one (Jhunjhunu) 
of the three seats losing Sikar and Chum 
to the BJP. The 1999 elections reaffinned 
HJP's superiority in the Dhundhar region. 
While BJP won Jaipurand Sawaitnadhopur 


the Congress could just retain its hold on 
Dausa ‘by the grace of god' (as explained 
by Rajesh Pilot), The BJP won all the three 
seats of the Matsya region securing almost 
50 per cent of llic votes. The Congress 
drew a blank attaining only 38.60 percent 
of the votes. The BSP, however, rcgi.stercd 
its presence strongly by achieving 7.96 per 
cent votes. In the Merwura area compris¬ 
ing of Ajmer and Tonk (SC) .seats the BJP, 
.snatching both scats from the Congress 
received almost 55 per cent of the valid 
votes polled. It was surprising that the 
BSP did not field any candidate from Tonk 
which is a rc.sencd cun.stitucncy for the 
SC. In Haroti, which is regarded as a BJP 
citadel, the party won both the .seats gaining 
almost 56 per cent of the polled votes. 
Lastly, Mewar which has been a Congre.ss 
stronghold all through remained loyal to 
the party. It won three of the five seals 
where tribals arc in a .sizeable number, i c. 
Udaipur. Banswara and Salumber. How¬ 
ever, the BJP snatched Bhilwara and 


Chittorgarh seats from Congre.ss. But the 
experiment of fielding a JD(IJ) candidate 
from the ST .scat of Banswara failed. 

No less significant is the fact that the 
BJP, in the last couple of elections has 
made inroads into the scheduled caste and 
scheduled tribe constituencies as well 
(Table 4). While it gained 49 per cent of 
the voles in general constituencies (win¬ 
ning 12 out of the 18 .seats) it achieved 
more than 50 per cent votes in SC con¬ 
stituencies (winning three out of four 
reserved SC seats) and together with its 
partner JD(U) cornered more than 45 per 
cent of the .ST votes (winning one of the 
three tribal seals). The Congress, while 
holding on to its tribal sup|X>rt base, can 
no longer claim to be the champion of the 
dalits at lea.st in Rajasthan. What must be 
worrying the Congress is the gradual tribal 
penetration by the BJP. 

CVw/'rc.v.v stij)i'r\ tn mtinf; fails'. One 
discernible factor which disiingui.shcs the 
1999 election from the two elections held 
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Per Cent W/C Per Cent 

W/C 

Per Cent 

W/C 1 

'er Cent 

W/C Pet 

Cenl W/C Per Cent 

General 


18 6/18 44.40 

12/18 

49.0 0/11 3.00 

0/2 

0.21 

0/1 

0 64 

U/l 0(KI 0/12 

0.42 

SC 


04 1 

1/4 44.10 

3/4 

50.14 

0/3 2 63 

0/1 

0.83 



- 

0/2 

0 35 

ST 


03 2/3 51.76 

1/3 

30.00 

0/2 0.97 

O/i 

1.31 

-- 

- 

0/1 I5..34 0/2 

0,41 


Noll". Scats W/C " seals wun/scals contested. 
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in 1998 is that of voter turnout. There i.s 
u popular impression among the Congress 
leaders of the .state that heavy polling 
generally goes against the party. But this 
myth received a pleasant jolt both in the 
1998 l.ok .Sabha and Vidhan Sabha elec¬ 
tions when in spile of unprecedented high 
voting Congress won both the elections 
handsomely. This time, however, the 
voting came down by 6.44 per cent. 

What IS critical about a comparative 
analysis between the voter turnout in the 
two elections of 1998 and the 1999 elec¬ 
tions is the perceptible fall in voting by 
wcnricn The lull was by 9.26 [ler cent as 
conipared to 19981 .ok Sabha election and 
1.1.02 |H.‘rccnl tis compared to 1998 Vidhan 
.Sabha election. A signiHcant rea.son for 
the Congress debacle is the parly’s inabil¬ 
ity to enthuse women to vote. A number 
ot factors may account for this indiffer¬ 
ence by women: drought conditions, Ire- 
i|uenl elections, 'inability of the party to 
project .Simia (landhi as a prime minis¬ 
terial candidate’, inadeijuatc oralorial 
prowess of Sonia Ganilhi, stale govem- 
inenl’s failure in announcing any deve¬ 
lopmental schemes exclusive to women. 

II 

Tlic Caste Factor 

No discu.s.sion about the electoral ver¬ 
dict in Rajasthan can he complete without 
g IVI ng sufficient thought to the caste factor. 
As III other parts of India caste has been 
one of the most important factors in 
Rajasthan politics since independence. 
According to the 19.tl Ccii.sus, 39.1 dif- 
rereni castes and tribes were ideiiiincd for 
the Kaipiilana states. I lowever.oulof these, 
42 castes accounted for 84 per cent of the 
population. Of these only nine castes hud 
a population of over 3 lakhs. Most castes 
it: Rajasthan therefore are quite small and 
tend to hi concentrated in siK'cific areas, 
riiis concentration is evident in Table 6 
which depicts the caste strength in differ¬ 
ent erstwhile states. It can be said that the 
concentration .shown by the 1931 Census 
co'ntinucs in the same formation till today 
as there is little inira-state migration. Nor 
is there any significant inward migration 
from other states to Rajasthan. 

.Sociologically s]x:aking the major castes 
o1 Rajasthan can be clubbed into three 
groups P'lrstly, the feudal castes incluihng 
the rajptits (rulers), brahmins (admini.stra 
tol^ and prie.st.s). mahajans (fmancers. 
merchants and businessmen), and 
kayasthas tadministrators). In the second 
category we can place the [teasant castes 
of jats. yada vs, vishnois. dangis and kaachis 
who were the actual tenants either on 
’khalsa’or’jaj'.ir’ 1. nds. The peasant castes 


always suffered at the hands of the feudals 
and were instrumental in a number of rural 
populist movements in the pre-indepen¬ 
dence era. The third set of castes comprise 
of artisan and service groups who de¬ 
pended upon the feudals for their socio¬ 
economic existence. The two major sched¬ 
uled tribes -- bhils and minas had an 
understanding with rajput and jat rulers 
of their areas and w'cre regular features in 
their armies. Since the introduction of 
democratic politics both scheduled castes 
and tribes have become increasingly mobi¬ 
lised in the political arena. Together they 
constitute 29.73 percent of the stale popu¬ 
lation (SC -17.29 and ST -12.44 per cent). 

The largest and politically most dynamic- 
caste in Rajasthan arc the jats. .As an 
economically prosperous agricultural 
middle ca.ste the jats have periodically but 
thus far unsuccessfully, challenged 
brahmins and rajputs for the leadership of 
the Congress Party. The feudal castes h.ivc 
remained the backbone of BJP and its 
earlier incarnations in post-independence 
politics but the parly has been expanding 
its social base assiduously through a 
network of organisations ins olved in six:ial, 
cultural and educational activities. The 
sub.scrvicnt psyche of the depressed castes 
due to the ‘rajput ethic’ primarily explains 
the absence of any sustained dalit or 
backward caste movement in the state.Thc 
idea of the martial nijput clicks well with 
BJP’s endeavour to pitchfork Hindu na¬ 
tionalism with socio-political regionalism. 
The rajputs arc one caste who. in spite of 
their heterogeneous natuic. arc spread 
evenly throughout the state. The jat rajput 
sixtial divide has a political parallel in 
which the jats have overwhelmingly sided 
with the Congress while the rajputs. after 
flirting with the now inactive Swatantra 


Party, have cast their lot with the BJP 
Apart from the jats, rajputs, the SC and 
ST, the brahmins and the mahajans have 
also been politically active in the state. 

Based on this brief description of the 
caste system in Rajasthan it would be 
interesting to investigate the social com¬ 
position of the Lok Sabha MPs from the 
state in the la.st four general elections.The 
picture which one can draw from Table 
7 is that jats have generally provided 28 
per cent of the MPs, brahmins 12 percent, 
rajputs 8 per cent, OBC 12 per cent, SC 
16 per cent, ST 12 percent and others 12 
per cent. If these figures are read with the 
figures of the 1931 caste census (Table 6) 
a logical conclusion is that while all othei 
communities arc getting representation 
more or less in accordance with their num¬ 
erical strength, the jats are overrepresented. 
This is explained not only by their heavy 
concentration in Bikaner, Churu, Gunga- 
nagar, Jhunjhunu, Nagorc, Sikar, Barmcr, 
Ajmer, Bayana, Jaipur, BharatpurandTonk 
but also by the political mobilisation which 
the community has undergone. 

Table 8 explores the importance being 
given by major political panics in the state 
to different caste groups by fielding them 
as paity candidates. The table also checks 
the success which these parties have 
achieved in the ta.sk of ticket distribution 
.Almost half of (he w inning candidates (4!> 
per cenli of the BJP in the last three l.ok 
Sabha elections came from the uppcrca.stes. 
The party's success rate amongst the non- 
OBC' peasant castes and the SC is alsi 
distinct. C ongress, on the other hand, owes 
its success to the non-OBC; castes, OBC 
and the ST group. 

Jat mutiny: The caste discussion thus fai 
establishes in no uncertain terms the 
unequivocal support which the jats havt 


■rAni.i; 5: Tur.noi.'t i.s ti,i.iH(jNs 


Year 


I.ok .Sublia 


Year 

Vidhan .Sabha 

Male 

Female 

Tota. 

Male 

Female 

Total 

IWl 

54.24 

39.35 

47 25 

1990 

62.07 

51.50 

57.10 

19% 

•I9..19 

.36.7' 

43.40 

1993 

65.44 

55.23 

60.62 

1998 

(.4 80 

55.20 

60.26 

1998 

67.56 

58.96 

63.49 

1999 

60.89 

45.94 

.53.82 







TAnu. fi 

1' Major CAsrK.s hy Rluion 



Caste 

Per Cent of Total Population 


Region 



J.it 

9 

Bikaner, Jodhpur, Slickhawuli, Jaipur, Matsyt 

Unahmin 

8 

MaLsya, Jaipur, Bikaner, Kota, Udaipur 

Mahajaii 

7 

Jaipur, Jodhpur. Bikaner 

K.i||>u( 

6 

JtHlhpur. Bikaner, Udaipur 

Chumar.s (.SC) 

6 

Matsya, Jaipur, Kota. Bikaner 

Hhil (ST) 

6 

Udaipur, Bansscira 

Mrena (.ST) 

5 

Matsya, Jaipur, Kola. Udaipur 

Ciiijar (OHO 

5 

Jaipur, Matsya, Kota 

•Mali (OBC) 

3 

Matsya, Jaipur, Kota. Jodhpur 

Kumhar 

3 

Matsya, Jaipur, Udaipur. Bikaner 


Sourct". Census uf India. 193. The Kajputana Agency. 
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extended to the Congress in Rajasthan. 
However, the community, after being 
promised OBC status by the Congress in 
the run-up to the 11th Vidhan Sabha 
elections, felt ‘betrayed’ when the Gehlot 
government dithered on the issue. This 
sense of betrayal was exploited by the BJP 
leader Bhairon Singh Shekhawat and in 
one of the first public meetings Atal Bchari 
Vajpayee promised backward status to the 
jatson being re-elected. Thcjat Mahasabha 
soon launched a statewide movement to 
‘teach the Congress a lesson’. While on 
the one hand the Mahasabha sought to 
cobble together a grand alliance with the 
BSP, NCP and even Ajit Singh's outfit, 
on the other it was found hobnobbing with 
the BJP. To make the movement more 
broad-based, a demand for providing 
backward status to vishnois, meos and 
kayamkhani Muslims was also added. 
However these eommunitics were not 
found to have any truck with thcjat lead¬ 
ership throughout the campaign process. 
It was interesting to find Jagmal Singh 
Yadav, RJD MLA in the state, denounce 
the jat agitation as an ‘upper caste con¬ 
spiracy’ to un.seat the OBC chief minister. 

The batticlines hjid l)cen drawn and in 
spite of pcrsi.sieiit Congre.ss propaganda 
to minimise the imp.ict of the movement, 
the party leadership failed to assure the 
jats of its steadfastness to their cause. In 
the event the BJP reaped the harvest even 
as none of the candidates supported by the 
jilt Mahasabha could win. It is estimated 
that due to :i shift of the jat vote the BJP 
could win the seats of Jodhpur, Sikar, 


Ganganagar, Churu, Bhilwara and 
Bharatpur. Table 9 gives a vivid picture 
of this shift in 60 assembly segments where 
jats are critical electoral factors. 

Now that the election dust has settled 
down and one of the first decisions taken 
by the newly elected BJP led NDA 
govenment was to include jats from 
Raja.sthan (minus those from Bharatpur 
and Dholpur) in the OBC list, a step 
reciprocated by the state government, a 
brief examination of the whole Lssue would 
not be out of place. 

The jats in Rajasthan have been up¬ 
wardly mobile, more educated, prosper¬ 
ous and relatively high up in the human 
development index Politically they have 
been a major beneficiary of dcmtx'ratic 
politics contributing more than one-fourth 
state legislators anil parliamentarians in 
the Lok Sabha. fhey have not hesitated 
in flexing their inu.scles from time to time. 
In spite of all this, their major grievance 
is inferior .social status as compared to the 
rajputs. This feeling of social deprivation 
was responsible for active jat partieipation 
in the Arya.Sam.ij-led movements forsocial 
equality and justice in the pre indepen¬ 
dence period and thereafter uki. Another 
feature of this .social backwardness is 


inadequate jat reprc.seiitatiun in the public 
sector in spite of high literacy rates. As a 
result of these deprivations perhaps a com¬ 
plex of being ‘used’ us a vole bank by the 
Congress leadership developed among the 
community. Tliis complex was effectively 
converted into *a battle for jat identity’ by 
the jat Matiasabha whose leadership is 
today in the handsof professional law'yers, 
doctors and retired bureaucrats. The eco¬ 
nomic profile of this leadership also ex¬ 
plains their camaraderie with the BJP, a 
party known for its upper caste and class 
affiliations. It is a paradox that an agitation 
claiming hackwatd .status had to support a 
‘Manuvadi’party to accomplish itsagenda. 

Armed with a back want .status the jats 
arc sure to storm the bureaucratic and 
institutional structures in the stiite but more 
interesting would be the prospective 
(K)liticai allegiance of the community. 
Already, fissures on this issue aic notice¬ 
able in the Mahasabha circles. Broadly 
speaking, there ate three options o|H;n 
before the jats: either they convert this 
movement into an effective third force 
combining with other deprived social seg¬ 
ments, the need for which can hardly Ik- 
overemphasised in Rajasthan - the role of 
a 'siKial police ' referred to by the BSP 


TaHI.! 9 ;I |«- 0 I'INCV ASnHhRCINTACil.DlSr«IIUmtlNl)l-.AVM.MIII YCoNSTnia.Nf|l,SWIIIKl jAlwAKkCKinCAl 
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t-'icqiirniv PcrCcm P'requcncy IVrC'ciil Frciiucncy Pi-rCcnl I-rcqucacv Pci Ci-iil 


BJP 

24 

40 

17 

28 

18 

l.t 

.17 

62 

INC 

}\ 

52 

41 

(>t) 

47 

79 

20 


Others 

05 

08 

02 

O.t 

0.S 

08 

O.t 

05 

Total 

61) 

lot) 

60 

101) 

60 

100 

60 

100 


I ahm 7: .SocialComi-osiiion or- Lok Sahha MPs 


Caste.s 


1991 




I99(, 


1998 


1999 


BJP INC Oth 

Total 

BJP 

I.NC 

Oth 

Touil BJP 

INC 

Olh Total BJP 

INC Olh loial 

Jals 

.1 4 

_ 

7 

1 

4 

1 

6 1 

5 

1 

7 3 

4 7 

Brahmins 

2 1 


.1 

2 

2 

- 

4 1 

1 

- 

2 2 

1 3 

Rajputs 

2 

- 

2 

3 

- 


1 1 

- 


I 2 

2 

OBC 

1 2 

- 

1 

1 

2 

- 

3 

5 


5 2 

1 1 

SC 

2 2 


4 

3 

1 


4 1 


1 

4 1 

1 4 

ST 

1 2 

- 

3 

- 

3 

- 

3 

4 

- 

4 1 

2 1 

Others* 

1 2 

- 

.1 

2 

- 

- 

2 1 

1 

- 

2 1 



* Others - 


* Others 



* 

O'hcrs 

* 

Others 




1 Mu.slim 


1 Maheshwari 

2 

J.iins 

I 

Vishnoi 


I Kaya-.lh.i 


1 Jain 


1 Jain 



1 

Jain 

1 

.jindhi 








Tabu; 8: Pakiv Si I'li-ss Ratc by Ca.sti:s 




Caste 





BJP 






I.NC 



Scats Contested 


Seats Won 

.Success Rale 

Seals Conicsied 

Scats Won 

.Siicsess Kale 



Frequency Per Cent Frequency 

Per Cent 

(Per Cent) 

Frequency 

Her (Jcnl 

Frcqiiriii y Pi 

■1 (.’eiii (Per Centj 

Uppi-r Caste (brahmin. 











rajput, mahajan, etc) 

29 

39 


16 

49 

55 

15 

20 

S 

12 33 

Non-OBC pea.sant 

17 

23 


7 

21 

41 

23 

.51 

15 

17 65 

Caste (jat, yadav, vtshnoi, etc) 










SC 


12 

16 


7 

21 

58 

12 

16 

5 

12 42 

ST 


10 

13 


1 

3 

10 

12 

16 

tf 

22 75 

OBC 


7 

9 


2 

6 

29 

9 

12 

7 

17 78 

Muslims 


- 

- 


- 

— 

- 

4 

j 

- 


'I'olal 


75 

100 


33 

100 

- 

75 

100 

41 

100 
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suprcmuKaashi Ratr.;()rthey return to their 
parent party, i e, the Congress; or lastly 
they cun formally solemnise their alliance 
with the BJP. To the present writer, the 
course of action which the juts are more 
likely to follow seems the second one. The 
social engineering necessary for the other 
I wo options ap|>cars implausible at present. 

Ill 

Leadership Issues 

To offer the jat factor us the only reason 
for BJf* victory and Congress defeat would 
he indulging in oversimplification of 
reality. A few other issues also merit 
attention here. Foremost among thc.se was 
the Vajpayee factor’. After Indira Gandhi, 
Vajpayee has been the most popular and 
respected public figure in the cow belt. In 
Rajasthan, his popularity has been indu¬ 
bitable ever since the 1977 Janata ex|)eri- 
ment. His performance as the leailerof the 
opposition and then the tw'o stints as the 
prime minister has furthered his accep 
tance. The manner in which his govern¬ 
ment was ousted did not go down well 
with the people. What displeased them 
more was the inability of the Congress led 
by .Sonia Gandhi to form an alternative 
government. In the elections that followed 
the Rajasthanis, as the campaign process 
unfolded, had to make a choice between 
Vajpayee and .Sonia and they threw their 
lot with the former. Notwithstanding the 
relative political inexperience of .Sonia 
and the ‘swadeshi’ vrrsus 'r’ide.shi' dia¬ 
tribe, what the people could not ignore 
was the stark difference in the communi- 
cational skills of the two leaders in an 
election marked by media overkill. Apart 
from the metlia projection, Vajpayee’s 
oratorial prowess came in handy as a point 
of comparison. While both leaders ad- 
diessed almost equal number of public 
meetings in the stale (Sonia’s six to 
Vajpayee’i seven) Sonia could not read 
more than l,*i minutes of Hindi text at a 
time while none of Vajpayee’s speeches 
was of less than half an hour duration. 

What became a key weapon in the 
Vajpayee armoury was the Kargil issue. 
Even as he projected it as a triple v ictory: 
on the battle front, in the diplomatic arena 
and in fostering national unity and com¬ 
munal harmony, Sonia’s speech writel^ 
bungled badly. At times reference was 
made to the failure of the govenment to 
guard the borders while on other <K’ca- 
sions it was hinted that Kargil had resulted 
in disaffection in the anny top brass. So 
much .so that the services of Vishnoo 
lihugwat were utilised to win a political 
battle. All this boomcranged in a state 
which not only has a glorious history of 
valour and sacrillc" but which actually 


saw many of its soldiers achieve martyr¬ 
dom in the battlefield. Incidentally, quite 
a few of these martyrs hailed from the 
Marwar and the Shekhawait regions where 
the jat agitation was taking place. Suffice 
it to say that BJP's aggressive peddling 
of nationalism based on the Pokhran 
nuclear explosions and the Kargil victory 
served the party well in the election cam¬ 
paign as it had to shelve the other con- 
tn>versial issues due to the compulsions 
of alliance politics. 

It has become a common refrain among 
election analysts to smell anti-incumbency 
every time a party in power suffers defeat. 
In Rajasthan, such an explanation is being 
proffered by three sets of people: firstly, 
by the media men looking for simple 
answers to complex questions; secondly, 
by the BJP opposition in Rajasthan, per¬ 
haps as a counter to what Congress had 
harped on when the BJP was defeated in 
the assembly elections; and la,sily, by chief 
minister Ashok Gehlot’s detractors within 
the Congress Party who want to sci^e the 
opportunity and force him to quit. While 
one may concede that Gehlot as the PCC 
president was more effective than Gehlot 
ns the chief minister, it would be a bit harsh 
to explain the party’s defeat in terms of 
anti-incumbency. For one the elections 
came too early for him when he could 
hardly take charge of the situation. More¬ 
over. the electoral code of conduct pre¬ 
vented his government from indulging in 
any populistic announcements. Serious 
di.s.scnsions within the party have been 
persisting since Gehlol’s enthronement 
and worsened as the candidatures for the 
elections were beingfinalised. Itwasthe job 
of the newly appointed PCC chief, Girija 
Vyas, to control such indiscipline but she 
seemed least interested. Gehlot. burdened 
with administrative respimsibililies, did 
nut have the stomach to have a showdown 
with the senior leaders. Apart from politi¬ 
cal considenitions, age also seems to be 
hindering both Girija Vyas and .Ashok 
Gehlot from challenging the old guard. 

IV 

Prospects 

In the ultimate analysis in .spite of the 
image of a clean and well meaning po- 
litieal leader - the ’Desert Gandhi' as he 
is known - uehlot failed in delivering the 
goods for his party and more than anyone 
else he has to own responsibility for the 
electoral misfortune. What, howevet, needs 
to be (pointed out is that notwithstanding 
all these adverse factors the party in fact 
increased its vote share by 0.67 per cent 
over the 1998 elections and could also win 
nine scats. More than anyone else, the 
credit foi this goes to Ashok Gehlot. In 


the times ahead he should start afresh 
keeping this support base and expanding 
it further. But for that a clean image is not 
all. He has to be perceived by the people 
as performing and should actually per¬ 
form. Equally important is the need to 
strengthen the organisational base of the 
party, something to which Girija Vyas 
should pay more attention. 

The BJP, on its part, must be haippy to 
see three of the state MPs assume min¬ 
isterial birth, one of whom is Subhash 
Matiaria, a jat who bested the Congress 
stalwart Baimm Jakhar. However, now 
that both the central and state govern¬ 
ments have accorded backwanl status to 
the jats, the BJP in Rajasthan cannot take 
for granted continued jat support in the 
forthcoming municipal and panchayal 
elections. Already signals have emerged 
from the jat Maha.sabha to buy peace with 
the Congress. In the event it would be 
more purposeful for the BJP to consoli¬ 
date its base among the upper cu.stcs and 
the SCs while endeavouring to enlarge its, 
presence among the GBC and the ST. The 
party also has to look for a successor to 
Biiairon Singh Shekhuwat who cannot be 
expected to lead indefinitely. 

The pro.spects for the emergence of a 
third force to challenge the prevailing two- 
ptirty system appear, at present, not too 
rosy. Here the social set-up in Rajasthan 
is more akin to Madhya Pradesh then Uttar 
Pradesh. No major social churning is in 
evidence which can open up the flood¬ 
gates for a party such as the BSP. Al¬ 
though the party has marginally increased 
its vote share and perfonned well in u few 
constituencies it is more due to ‘person¬ 
ality politics’ rather than any sustained 
organisational effort. So long ns the party 
fights shy of breaking the feudal psyche 
among the depressed castes its chances of 
"doing a UP’ in Rajasthan appear re.note. 
Other than the BSl* the rest of the political 
parties do not merit attention here. Thus 
any movement for subaltern assertiveness 
will be more fruitful within the framework 
of the BJP-Congress balancc-of-power 
system rather than in some isolated apo¬ 
litical venture outside the mainstream of 
competitive electoral politics. This in no 
way implies the absence of conditions 
pregnant with the possibility of fostering 
dalit solidarity. 

Note 

(The aullior is grateful to Naresh Bhargava for 
his valuable comments at various places.] 

1 Uuta Singh and Shish Ram Ola who contested 
and won as Congrcs.s candidates in this election 
from iaiorc (SC) and Nagore constituencies 
rc.spcctivciy had won the 1(198 eiecliuns as an 
independent (Buia Singh) and as a candidate 
of Aia'(S) (Shish Ram Ola). 


.1)48 


Economic and Political Weekly November 27. 1999 



2 In keeping with iu national aliiance with Um 
JD(U). the BJP in Rajasthan gave liie Banswara 
(ST) scat to JD(U). In three assembly segments 
of Banswara the Janata Dal has a formidable 
presence. 

In the present piece the author has grouped the 
2S parliamentary constituencies in Rajasthan 
into seven geographical regions; Marwat 
comprising of Canganagar(SC), Bikaner, Pali, 

TAMIL NADU 


IF, as some foreign observers have com¬ 
mented, politics is ‘a favourite pastime’ 
in India, it is soinelhing more-bordering 
on an obsession - in Tamil Nadu. Which 
is why elections in the state arc treated 
with wary reverence by pollsters and 
psephttlogists, who usually preface their 
analyses with an apolttgy. stressing thesui 
generis quality of the state and proceed, 
with careful phrases, to some tentative 
ct'nclusions. The strong jiersonality bias 
of I N politics •' stronger than in any other 
part of the country - is undoubtedly an 
important reason for this .situutii.in. The 
very names of some of the regional po¬ 
litical parties provide the evidence. The 
original, parent party ilid not display any 
link with a [tcrsonality, its name indicating 
only its ethnic identity, as the Dravida 
Munnetra Kazhagam, or the Party for 
Dravidian Advancement. But the very first 
splintci group sought differentiation 
through the attachment of the name of a 
founding father of the Dravidian move¬ 
ment, C N Annadurai. That party, the 
Anna DMK, also assumed, with a gran- 
diu.se sweep, the further addition of ‘All 
India' to its name. More recently, the name 
of M G Ramachandran has been invoked 
with the emergence of the MGR-AI- 
ADMK. It hence seems entirely ptrssihle 
that one day we have yet another party, 
a JJ-MGR-AI-ADMK or, to present it in 
its full resplendence, the J Jayalalitha-M 
G Ramachandran-AII India-Anna Dravida 
Munnetra Kazhagam. Sadly, the disparity 
between the true worth of the leader and 
the influence commanded has been grow¬ 
ing. Annadurai was undoubtedly a leader 
of stature and a moulder of ideology. But 
in his time he was a purely regional figure. 
He died soon after his party came to power 


Jalore (SC). Banner. Jodhpur and Nagure; 
Shekhawati including Churu, Jhunjhunu and 
Sikar, Uhundhar consiMing of Jaipur, Dausa 
and Sawaimadhupiir {ST):'Maisya comprising 
of Alwar, Bhaniipurand Bayana(.SC): Merwaia 
consisting of Ajmer and Tonk (SC); Baroti 
including Kata and Jhala war, and finally Mewar 
consisting of Banswara (ST), Salumber (ST), 
Udaipur, Chitlurgarh and Bhilwara. 


and so the uduhition hcsiowed on him has 
been mainly posihtimoiis. MfiR was 
hugely popular but only as u matinee idol. 
I’olitics was for him a Ivibby to start with, 
though it became a mission of .sons later. 
.Ml the same, the enabling factor in his 
case was his film base. Jayalalilha was no 
more than MGR's leading lady, on the 
silver screen anti in real life. But today she 
is a greatly tcspeeietr national figure! 

Jayalalilha seems fated to experience 
wild swings of fortune, but the undeniable 
fact is that she eniliires. This quality was 
first evidenced at the lime of MGR's death. 
As the hotly lay in stale, Jayalalilha ttrok 
up the stance of chief mourner, edging oul 
(he widow. When the funeral procc,s,.it)n 
Maned, she tried lo clambe; on lo the 
carriage with the leader’s body and was 
fiiinly and rudely pushed down. But she 
landed on her feet an achievement that 
the TV cameras picked out clearly but 
which went unnoticed at that time. In 
retrosi'iect, it seems symbtilic of her later 
survival and triumph against heavy odds. 

Many strange and rcinarkuhic features 
about her lilc and iifc.style - arc widely 
di.scusscti, none ot which bother her in the 
least. She isihequiniesscnliul prima donna, 
intolerant, unpredictable, imperious, de¬ 
manding and lece: vmg abjceiscrvilily from 
her followers. C’aws against her may pile 
up, fresh charges may be levelled but she 
goes on with her plans convinced, as she 
assured her ptiriymcn in her darkest hour, 
on the way lopristm. that “tomorrow is ours”. 

Just l)cforc the Lok Sabha elections, 
there was a widespread feeling, at least in 
Chennai, that Jayalalilha was ’finished’, 
that her personal foibles and her ‘personal 
agenda’ had become too liansparcnt. Like 
most metropolitan perceptions, this proved 


to be not quite in tune with ’ground re¬ 
alities'. The AiADMK on its own (not 
counting its alliance partners) won lOscais 
which, though much less than the 18 won 
the last lime, was only one short of the 
DMK tally (again not counting the alli¬ 
ance partners). A few slight shifts in the 
pattern of some recent events - an earlier 
shaping of the Kaveri confroniution with 
Karnataka and the whim.sy of the weather 
gtKis working the other way - might well 
have yielded more surprising results. 

Obviously then, ‘the Puratchi Tlialai vi’s’ 
enigmatic magic is still powerful. 
Karunanidhi must be uncomfortably aware 
of this.. Ho tried to explain away the 
AlADMK’s victories by pointing lo the 
gcnculiural factor, that they were in con¬ 
tiguous constituencies in the southern 
districts where what he called the ‘voter 
preference', obviously referring to the 
AlADMK’s much talked off support from 
ii certain minority community, was deci 
sive. .Some solace has al.si> Iveii sought, 
in the qualitative difterenees in the result.^ 
pattern. As many as eight ol the 10 seals 
won by the AIADMK were rcleiititms and 
of the two new victories, one was Irom a 
lormcr ally and the other from an iiule- 
penduiu. On the other hand, (he DMK won 
SIX AIADMK seals. Thai parly’s victories 
w'eiv also more emphatic while Jayalalitha’s 
candidates mostly managed lo just scrape 
through. The highest inargiii of victory 
registered was around •40,(Xt0 votes (Tins 
was by a nephew of Juyalalithu's frieiut. 
.Sasliikala). In four constituencies the 
margin was less than KMMM) votes. 

However, as everyone is awaie, all tins 
does not indicate a permanent or decisive 
swing away from Jayalalilha. She, on the 
other hand, has the sutisfuelion ol having 
wvni an assembly by-election. The polls 
for the state legislature are due in 2(X)1. 
Thai I.S nut far off and Jayalalilha is not 
one to let glass glow under her feet. Right 
now she seems to be the only leader who 
has begun to think, plan and even plot foi 
that event. She caused a general ga-vp of 
surpri.se with her open personal overture 
lo the Tamil Manila Congress, on a one- 
10-one basis with G K Muppannai The 
hall is miw in the TMC's court and per¬ 
haps they are not loo coiiiloii.ible about 
It. Their ideological plank in the elections 
was based on two piinciples secularism 
and tipposiiions l<> corruplitm, the latter 
pointing directly at Jayalalilha. Is it loo 
soon to erase this and make a complete 
turnaround? Not il the TMfJ accepts Jtiya- 
lalillia’s ofl-iepeated credo, that in poli 
tic.> iliere no [lermancnt friends or ene¬ 
mies. And the TMC must be a chastened 
party now. with the bitter taste of total 


The enduring Enigma 

MT 


Just before the Lok Sabha elections there, was a widespread feeling, 
at least in Chennai, that Jayalalitha ww 'finished', dial her personal 
foibles and her ‘personal agenda’ had become too transparent. Like 
most metropolitan perceptions, this proved to be not ipate in tune 
with 'ground realities'. 
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defeat - not a single victory in the last polls. 
Caught in the Karunanidhi-Jayaialitha 
cro-ssfuc. the TMC i.s in danger of being 
entirely forgotten. So an alliance witheither 
contender may be very useful, at least in 
tlic slimt mn. AjxJ the lady has made tlie offer. 

On the other hand, it is early days yet, 
t(H) early for a finn commitment. In one 
sense, the assembly polls are a long way 
off and there is so much that can possibly 
hiippun before that. The situation in the 
state bristles with possibilities and all kinds 
of ‘scenarios’ can be vi.suali.scd. In the first 
place, there arc thccases again.st Jayalalitha. 
actual and the potential, impre.ssivc in 
number and rich in variety. But the process 
of anything taking concrete shape is pain¬ 
fully slow. Apart from the law’s madden¬ 
ing delay, there arc the dilatory tactics of 


IN December 1964, three years after Goa 
was ’liberated’ Graham Greene was in Goa. 
In an article in Sunday Times (March 1, 

1964) he wrote; “Industrialisation is bound 
to come...and there arc great beaches 
waiting for great hotels... You cannot hang 
a skull at the entrance of Goa as you can 
on a mango tree to avert the envious eye.’’ 
Gn Oclolvr 20. 1999. Goa Chamber of 
Commerce and Industry (GCCl) and The 
International Centre, Goa. oigani.scd a 
seminar on ‘Industry in Goa - Paradi.se or 
Purgatory*. The state goveniment’s deci¬ 
sion to reduce sales lax subsidy to industry 
by 50 (KT cent winch has now Ixrcn kept 
in abeyance till December ^ 1, poor infra¬ 
structure, lack of clear long-tcmi indus¬ 
trial policy to attract mdiistry to Goa and 
alitany of woes including inadequate water 
and power supply were vtiieed at this 
seminar. Signitlcantly the president of 
GCCI, Datiaraj Salgaocar, referreil to 
sporadic agitation and the scare caused by 
‘cnviro-.scare mongers’ to trade and indus¬ 
try in Goa and the common man. He must 
have had in mind the current people’s 
movement again.st the .setting up of a 1(K) 
percent export-oriented unit (ECU) - Mela 
Strips Ltd - at Sancoale. 

niisTOOVctncnt, led by Anti-Mcta-Strips 
Citizen’s Action Committee (AMCAC) - 


the accu.sed (and few can match the lady in 
this) and unexpected technical snags such 
as emerged in the coal import ca.se. Right 
now, just about anything seems pos.siblc. 

The situation within the DMK party is 
rather unclear too. True, it managed a 
handsome victory for the National Demo¬ 
cratic Alliance but that was a ‘national’ 
achievement. Issues at the state level are 
different and the anti-incumbency factor 
is likely to be fairly strong. The party i.s yet 
to shake off the 'morning after’ mood and 
look at the problems ahead. There is possi¬ 
ble trouble in store if ancinpts are renewed 
to project Karunanidhi’s .son M K Stalin 
(at present the Worshipful Mayor of 
Chennai; us a possible heir. For the dis- 
interc.sted observer, the political scene in 
Tami I Nadu promi.ses good entertainment. 


mostly cotnprising of citizens living in 
villages around the site of the plant - and 
All Goa Citizens Committee for .Social 
Justice and Action (AGCCSJA), has 
demanded that the project should be 
.scrapped as it would cause serious health 
hazards to people living nearby, will be 
an additional drain on the depleting water 
resources of the slate, create more shanty 
towns affecting the quality of life of the 
inhabitants of neightouring villages .and 
i.s not ecologically suitable for Goa. During 
their investigation, they came acro.s.s sev¬ 
eral irregularities in the manner in which 
the project was initiated and subsequently 
changed by the promoters, the surprising 
alacrity show'ii by the high power co¬ 
ordination committee of the state govern¬ 
ment in clearing the project within six 
days, the leasing of the land to the com¬ 
pany at a rate much lower than the pre¬ 
vailing market rate...all of which raised 
genuine doubts on the credibility of the 
promoters and the government. They have 
also alleged that the state government's 
pollution control board has neither the 
competence nor the honesty to examine 
all aspects of pollution objectively. 

This project is estimated to cost around 
Rs 4(X) crore and is promoted by Sushi! 
Khaitan and Asha Khaitan. It has technical 


'and financial collaboration with ENCO 
(SA de Ingenieria Y Can.stniction Mccania) 
which would bring in an equity invest¬ 
ment of US$ 2.1 million and will be repre¬ 
sented on the board of the company. The 
original application was submined in Sep¬ 
tember 1996 in the name of Nashik Wires 
Ltd. an offshoot of an exi.sting company 
in Nashik, Copper Semis Ltd, manufac¬ 
turing copper alloy speciality wires. The 
100 per cent EOU was proposed to be 
located in the Verna Industrial estate in 
Goa. The production was e.stimatcd at 
47.280 TPA of copper and copper alloy 
strips. The company was incorporated in 
March 1997 underthe name of Meta Strips 
Ltd, while the government's approval was 
for Nashik Wires. With the change of 
name substantial changes in the .scope of 
the work were also sneaked in (Table). 

The company’s application for change 
of name submitted to the director of in 
(lustries and mines on April 15,1997 was 
approved on June 17, 1997. The applica¬ 
tion for change of name made no mention 
of change in scope of work and it appears 
that at no .stage subsequent ly did the govern¬ 
ment examine the i mplications of the chan¬ 
ges and their justification. Wliilc tlie require¬ 
ment of raw material went up, the total 
expected production came down re.sullirg 
in generating more .scrap and waste. 

The process involves .stripping of im¬ 
ported PVC coaled copper cables and 
producing brass strips ami foils. Environ¬ 
mentalists say that pollution will to caused 
by (a) the stripped PVC scrap which is 
polluting and non-biodcgradable: 
(h) emission of zinc oxide dust, sulphur 
dioxide, nitrogen oxide, carbon monox¬ 
ide; and (c) highly toxic by-products like 
dioxin and dross. The government or the 
company have not allayed these fears by 
convincing answers supported by credible 
expert opinion of environment .scicnti.sts 
or even the company’s own foreign tech¬ 
nical collaborator. Both have been avoid¬ 
ing atransparent exchange of information. 
The company in a full page press release 
has taken shelter under the plea that 
environment impact study (EIA) is man¬ 
datory only for primary metallurgical 
industries that fall under Schedule I of the 
Environment Protection Rules, 1986. Their 
project is a secondary metallurgical unit 
and therefore by law is not required to 
conduct an EIA. Tlicy had however con¬ 
ducted an EIA study through SGS Ltd, 
who have certiHed that there will be no 
pollution of any kind. On PVC and other 
scrap, the company states that they will 
sell them. Then why do they need a scrap 
yard of 15,0(X) sq metres? There is no 
evidence to establish that they have tied 
up with captive consumers the sale of such 


Paradise Lost? Industry in Goa 

M A Sundaram 


Citizens and activists of Goa have acted to enforce their rif>ht to 
decide what kind of development - industry - they want. They have 
opposed the .setting up of Meta Strips plant which was given 
clearances suspiciously fa.st and land at suspiciously low rates and 
which would use precious water resources of the area and give hack 
polluting plastic .scrap waste. Politicians are trying to make it seem a 
Catholic Christian agitation. 


.1.L50 


Economic and Political Weekly November 27, 1999 



scrap. The chief minister says he had 
offered to get the project re-examined by 
the central pollution control board (CPCB) 
or the National Environmental Engineer¬ 
ing Research Institute (NEERI) but there 
was no response from AMCAC. Why does 
the CM needs AMCAC’s consent to 
conduct a study by such independent 
profc.ssional bodies is inexplicable. 

In March 1997 the site for the project 
was also changed from Verna Industrial 
Estate to Sancoale village. The GSPCB 
while issuing an NOC for setting up of this 
unit at Sancoale is reported to have slated 
in their note: “In view of the proximity to 
pharmaceutical concern (sic), the promo¬ 
ters of this unit was advised to shift to some 
other location.” Verna industrial csUite has 
a number of pharmaceutical companies. 
All these companies had protested against 
the IcKration of a metal processing unit in 
their proximity. The land at Sancoale was 
acquired by The Goa Industrial Develop¬ 
ment C^orporation for an industrial estate 
under an emergency clause of the Land 
Acquisition Act. for Rs 1 S.-SO per sq metre 
while the market rate is stated to be around 
Rs 400-600 per sq metre. It was leased to 
Meta Strips at a nominal rate and named 
‘Meta Strips Industrial Estate’. The ques¬ 
tion is askeil. how there can be a one unit 
industrial estate. Maybe, it is the first of 
its kind in Goa and perhaps in India. 

Another major issue raised is w here will 
the unit get its water? When tio satisfac¬ 
tory answer came from the government or 
the company, .AGCC’SJ filed a I’lL writ 
(H-iition in the high court. The goveinment 
in an affidavit staled that there was no 
commitment on the part of the stale govern¬ 
ment to supply water to the company. The 
company in its press relca.se states that the 
project has been .sanctioned 0.70 MLD of 
water bile their actual need is 1.9 MLD 
and the shortfall would be met through 
tankers. This would mean tapping ground 
water resources from ail the villages 
around. Where will these people go for 


water when their wells and springs go dry? 
Also imagine the havoc 100 trucks a day 
would cau.se passing through these peace¬ 
ful villages. In addition they will have 
around 4,000 tonnes of raw materials 
moved every month from Munnugao Port 
(about 7 kms from the plant) and else¬ 
where through Vasco Da Gama town and 
some of these villages. The present move¬ 
ment by the people from these villages is 
to assert their right to their natural re¬ 
sources and the quality of life they have 
opted to maintain. 

The rcspon.se from the government and 
some politicians from the Congress, the 
party in power, has not helped the situ¬ 
ation. The then chief minister, Luizinho 
Falciro, was the industries minister when 
this project was cleared. The UPCC of the 
government which cleared the project 
included Pratapsing Ranc, the then CM 
and Wilfred de Souza, deputy CM. I'he 
lathi charge hy the police on the villagci's 
including some Catliolie priests inside 
Vasco Court premises on September 7, 
1999 evoked a strong response Iroin the 
archbishop of (ioa and the clergy. About 
1,500 vill.igers belonging to seven vil¬ 
lages near the plant were there because 
they were sumnioneil by the court to the 
hearing in a case betw'ecn Meta Strips and 
AMCAC. 'Hie church in Goa is opt:nly 
backing this movement by the people and 
the archbishop has justified the support 
extended to the movement saying, the 
churc h has a larger obligation to the |icoplc. 
The then chief minister Luizinho Falciro 
and industries minister Churchill Alemao 
have licen shat ply critical of the priests 
in.sligating the people against the project 
through their sci inons. Falciro has singled 
out Catholic priests of brahmin origin as 
the villains in this 'agitation'. Attempts 
have also been made to implicate a priest 
in the recent Sancoale bomb blast ea.se. 

After the lathi charge by police inside 
Va.seo Court, die CM disbanded the expert 
eominittcc uppoinied by him to examine 


TAiii.r: C’liANOFs in Proikct APiunvAi 



Nashik Wires ltd 

Met.i S.nps ltd 

Production capacity (tpa) 47,2S0 

Raw Materials (tonnes per year) 

10.000 

Copper .scrap 

lh,‘)b9 

lO.W) 

BnLss iicrap 

4.8(X) 

11.340 

Zinc Ingots 

«.«2n 

12.660 

Cupper cathodes 

I4.I(X) 


Total 

Water (litres per day) 

44,700 

.■iO.880 

Indu.slrial use 

6.50.(XX) 

33.00,000 

Dome.stic use 

Foreign collaboration 
Schwermciail 

40.000 

6i).l)00 

Halb/eugwerk (Through Technish Metallurgische 

Bcratuiig, Germany) 

INCO of Spain 
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all aspects relating to pollution by Meta 
Strips, and ordered a judicial inquiry. He 
claimed that during liis meeting with the 
archbishop after the VascoCourt incident, 
the archbishop .suggested a judicial in¬ 
quiry. The aiehbi.shop’s office issued an 
official communication that there was no 
sugge.stiun on Ids part to institute a judicial 
inquiry ora public hearingon the poiiiition 
aspects of the Meta Strips project. He 
further clarified that as the chief minislci 
was trying to justify the lathi chaige by 
holding the priests thcinscl ves responsible 
for the incident, a suggestion was made that 
a judicial inquiry may be considered into 
the eircunislanees leading to the lathi eluuge. 

The commission of inquiry constituted 
now i.s headed hy Justice K J Sindkar, a 
retired judge of the Mumbai High Court 
It ha.s been explained in (he local press that 
Gttan judges weic appioaehed who how¬ 
ever declined because the Meta Sti ips agi 
lution has assumed eommuniil overtones. 

The commission, which has been askeil 
to submit its report withm 60 days, I’.-iS 
not started its work. The action commit¬ 
tees s[)earhcading the movcnieiit against 
Mela Strips have rejeeleil the commission 
of inquiry. They now deinund a CBl in¬ 
quiry into the involvement of politicians 
and officials in suiiclioning this project in 
haste and failing to examine the polliilioii 
aspects professionallv. I'he CBl should 
also exaiiiiiic the land deal. At a rally 
organised by AMCAC at Margao on 
October 26, a three -day ultimatum to scrap 
the project was issued. Mela Strips is 
scheduled to commission the litst |thasc 
of its operation in December 1999. Tin- 
court has prohibited as.sembly ol people 
within 50 metres of the eoin|>uund wall 
of the plant. The [Kople in the Mlliiges 
aiound ate eoiifident they will drive out 
litis project as the people of Kei i did with 
the Nylon 6 I'nijcei of DupontTliaitar. 
'fhis IS a hotly debuted subject all nvei Gou 
with cmoiitins running higli. 

If in it slate with liigh literacy rales 
among both sexes and the highest L'l >1 in 
India, people cannot decide v\li.ii tliey 
want, where else in India c:in they. I his 
is also a movement against sell seekers 
destroying the interests of the people in 
the state in the name of dovelopmeiii. The 
villages aiound Mela Stri(is are pred-nni- 
nantly Catholic but it would Ik; w'rong to 
di.smi.ss the opijosilion to the plant as 
coming Ironi only tne Catholic comniu- 
niiy instigated hy ihcii clergy. The ques¬ 
tions rai.sed are more fundamental than 
just issues leganling pollution. The Ctm 
gi ess has lost votes in these eonstilucncies 
in the recent Luk Sahha elections and it 
would be suicidal for them to play the 
con.immal card to pu.sh this project. 

.G.'il 



FLECTION 1999: HARYANA 

Difficult Promises to Keep 

Jitendra Prasad 


The outcome of the election shows that in Haryana, in the event of 
assembly elections beinft held soon, the Congress may well reverse 
the gains made by BJF-lndian National Lok Dal. 


HARYANA went to polls on September 
5,1999. The events that occurred ju.st two 
months before the Lok Sabha elections 
had changed the political climate in a 
dramattc manner. The pull.s and pressures 
that the coalition government of Bansi Lai 
faced during its slay in power for over 
three ycarstMay 1996toJuly 1999) showed 
how delicate the situation in the state was. 
The mandate that the Bansi Lai govcmniciil 
had received in 1996 had been related to 
its res(dutc promise to la) impose prohi¬ 
bition III the state, (b) provide 24 hours 
electric supply by enforcing power refonn.s, 

(c) restrain vindictive sty les of functioning 
for which he had earned notoriety. 

(d) im|H).se tighter fiscal discipline, and 
(c) initiate developmental schemes by 
curbing corruption in administration. 

The electoral promises were made tnuch 
before the election campaign had started, 
in tact. th>' campaign to give a clean 
administralion to Haiyana was initiated by 
him while he was in the Congress in 1990 
and had Boated the Haryana Vikas Manch. 
After he was cx|K'lleil from the Congress 
because he had lefu.sed to wind up the 
Manch. he converted his organisation into 
the Haryana Vikas Parly (HVP) in 1991. 
To widen its base and establish its 
credibility, the party had fonned the Kisan 
Cell. Legal ('ell. Backward Community 
Forum and WornenCcll. Itsstudents' wing 
was also very active in the students union 
of vaiious iiniversities. 

Bansi Lai's coniniilied supporters had 
left the Congress and campaigned for 
strengthening the organisational structures 
created by him'at the state, district and 
village levels. Their sustained campaign 
paid dividends in 1996 assembly elections 
and the party emerged as the single largest 
party in the Haiyana Vidhan .Sabha. Tlie 
party’s policy to impo.se prohibition in the 
state was hailed by the people. It formed 
a coalition government with the BJP 
supp<iri in May 1996. 

Slowly but .stcadi ly the people i n Haryana 
got disenchanted with the Bansi Lai 
government. The party’s organisational 
suiictiires existing at the .stale, district and 
village lewis were ignored and the 


government relied heavily on the state 
bureaucracy to implement all its develop- 
incntal schemes. The prohibition policy 
proved to be a major liability for the state. 
In less than two years the government was 
deprived of revenue of about Rs 1.000 
crore while the clandestine sale and 
purchase of liquor was rampant. It also 
cncuuiaged institutionalised corruption in 
the slate. A vicious nexus between the 
police and the people engaged in the illicit 
sale of liquor was fonned. Ironically, it 
was an earlier Bansi Lai government in 
the 1970s that had created liquor-selling 
tourist spots m Haryana and had used the 
earnings for developing the stale’s 
infrastructure. 

Bansi Lai had al.so initiated reforms in 
the power sector by inviting the World 
Bank to fund its project. The Worhl Bank 
loan could be received only when the 
terms and conditions laid dc'wn by it w'as 
enforced in the state. It meant realising 
unpaid electricity bills from the lecalciirant 
farmers, multifold increase in the tariff 
structure and metered supply of electricity 
to all consumers. 

Meanwhile, the farmers were agitating 
in various places for free electricity. In 
neighbouring Punjab, the Akali govern¬ 
ment had granted farmers free electricity 
and water supply. The government 
responded by adopting a tough line that 
resulted in the police firing at Kadma in 
which several farmers were injured. To 
add insult to the injury, the government 
initiated criminal cases against the fasTners. 
Imposition of tighter fiscal discipline also 
meant putting a blanket ban on recruitment 
in offices and academic institutions. The 
state had promised that it would accept 
in loto the policy recommendations of the 
central government on revision of pay 
scales for its employees. But even after 
the Fifth Lay Commission’s recom¬ 
mendations were implemented at the 
centre, the state government kept delaying 
it for a large number of its employees on 
one pretext or the other and incurred their 
resentment. 

As a minority government, Bansi Lai 
had a tough time in taking its coalition 


partners into confidence. The sharp 
differences that arose between die HVP 
and BJP leaders came to a boiling point 
when the BJP decided to withdraw sup¬ 
port in July 1999. The Bansi Lai govern¬ 
ment, however, got temporary relief when 
the Congress decided to support the 
unpopular government with the hope that 
the HVP would finally merge with the 
Congress as had happened two decades 
back when Bhajan Lai had herded all the 
Janata Party MLAs back into the Congress 
fold and toppled the Janata Party 
government. 

In the Congress, the state president 
Bhupindcr Singh Htxxla was facinga lough 
competition from Bhajan Lai and Bircndcr 
Singh. At this juncture, induction of Bansi 
Lai in the Congress would have meant 
encouraging another jal leader aspirant 
for the lop position within the party. It 
would not have been for Bansi Lai to 
rcmain chief minister even if he hud opted 
for nterger with the Congre.ss. Horse- 
trading has been a salient feature of the 
state’s political culture. .Shrewd rnoves- 
and manipulation may provide short-term 
gains but do not change the grass r<»ots 
reality in substantial manner in this 
state of Aya Ram, Gaya Ram. A si/cabic 
section of MLAs decided to cut them 
selves adrift of HVP and join hands 
with the Indian National Lok Uul (INLD), 
whose leader O P Chautala seem to have 
promised carrots to all the breakaway 
legislators. Thus along with the 22 
members of his own parly, O P Chautala 
got the support of 15 legislators of HVP 
(D), 10 members of BJP and six inde¬ 
pendents which meant a total number 
of 53 legislators in his favour again-l 
Bansi Lai’s 34 (HVP-18, Congress-12 
and indepcndcnt-4) in the House which 
has a strength of 87. The formation of 
Chautala government just two months 
before the parliamentary elections meant 
a gieat advantage especially at the time 
when he decided to develop a poll alliance 
with the BJP. 

The failure of Congress in not forming 
the government was not as surprising as 
was its dismal performance in the just 
concluded elections in which nil its 
candidates, including stalwarts, lost in all 
the 10 parliamentary .seats in the state. An 
exit poll survey had predicted three or four 
seats for the Congress in Haryana. The 
Congress, however, managed to lead only 
in five out of 90 assembly segments. 7’hc,se 
assembly segments were Tosham in 
Bhi w ani. Mohindergarfi in Mohindergarti, 
Ferozepur Jhirka, Taoru and Nuh in 
Gurgaon, which is part of the Faridabad 
parliamentary constituency. 
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It was a rude shock to the Congress 
stalwart Bhajan Lai to be defeated i n Kamal 
by BJP candidate I D Swami, a 65-year 
oldrettrcd brahmin IAS officer who«either 
had the advantage of caste in this election 
nor the political experience of his rival. 
The myth of Bhajan Lai being invincible 
was exposed. He had successfully con¬ 
tested 11 times in his 30 years of political 
career. This time he was defeated by a 
margin of 1,47,577 votes by a candidate 
whom he had defeated just a year back by 
a margin of over 50,000 votes. .State 
Congress chief Bhupinder Singh Hotxia’s 
defeat in Rohtak by political novice Indcr 
Singh by a margin of 1,44,693 votes w'as 
also something which was never expected. 
He had the distinction of defeating the 
veteran Ki.san leader of the state anti fttrmcr 
deputy prune iniiii.sier Devi Lai thrice in 
a row in 1991, 1996 and 1998. In this 
election, Hooda did m)t lead over his rival 
candidate in any assembly segment. 

Similarly, Birender .Singh, another 
Congress stalwart who is closely related 
to Chhotii Ram, a legendary figure and 
Kisan leader of nortliern India, was also 
defeated by 1,60,452 votes in Hissar. In 
Molnndergarli. Indrajit Singh, the sitting 
M I’, was defeated by [lolilicul newcomer 
SudliaYadavofthcBJPby nearly l,39.(X)0 
votes wheicas in 1998 he had" won the 
pailiamcntary scat by a gtioil margin of 
ovei 6(),0(M) votes. It was believed that 
Congress candidate /akir lliis.saiii would 
easily win the Haridabad scat because ot 
die numerical preponderance ol the Meo 
Muslim community there. But even here. 
BJP candidate Ram Chander Bainda 
sccurcd3,67,842vote.'> while hisCongress 
rival gut 3,.33,594. This, incidentally, was 
the lowest victory margin in Haryana for 
the BJP and INI.D combine in thc.se 
elections. In 1998 also, the BJP candidate 
here had won the election by a slender 
maigin of 15,343 votes only. The INLD 
and BJP combirc secured the lowest 
percentage of votes here with 48.72 |H.-r 
cent only. 

The voting pattern in Faridabad suggests 
dial the fear of communal polarisation in 
Haryana was a misplaced one. Ram 
Chander Bainda pulled more votes both 
in Hindu- as well us ■Mudim-doininatcd 
areas. The discernible feature m this 
election was that the BJP candidate polled 
more voles in the Muslim .segment as 
compared to the last election. ’I he highest 
percentage of votes in this parliamentary 
election was recorded in Sonepai (69.31 
per cent) where BJP candidate Kishan 
Singh Sangwan, who had switched from 
the INLD. secured the biggest victory 
margin of 2,66,138 votes against the 


veteran Congress septuagenarian Chiranji 
Lai Sharma. Earlier in 1998. K S .Sangwan 
had contested the election os an INLD 
candidate and won by a margin of 1,37.324 
voles. 

Surprisingly there has been an improve¬ 
ment in the percentage of votes pulled by 
the Congress this time. It secured .34.33 
per cent voles, which is about 10 per cent 
more than the prcvuuis election of 1998. 
Despite this, the party could not w'in a 
single seat This can be explained by its 
tactical blunder in joining hands with the 
unpopular govcrimicni of Bans! Lai and 
its involvement in direct contest with the 
BJP and INLD combine in the elections. 
Infighting within llic Congress was also 
a crucial factoi. .Ml ihc stalwarts. Bhajan 
Lai, Bhupindcr.Singii Honda andBirender 
Singh, woikcd .it cross purpo.scs to each 
other. The Congicss leaders were also 
concerilruting aiul manipulaiing things 
fnmi Delhi rathcrilian iiying lo.slrcngllien 
the orguiiisauon within the stale. 

As far as the BJP and INLD electoral 
alliance is concerned, ihcir undcrsianding 
was developed III 1998 when INLD leader 
Cliaulain had decided to support the 
Vajpayee govenniicii! at the centre with 
four MPs even when he was opposing the 
then BJP parinci Bansi Lai in the state. 
The sit nation that dev eioi>ed after the Bansi 
Lul govcriinient deciilcd to forge an alliance 
With the (.'(ingress made it easier for the 
INLD to develop an clccioial under¬ 
standing with the. BJP and marginalise 
both the (aingress and the HVP. .Some of 
llie INLD leaders had also defected tlie 
BJP, brighicniiig the saffron party's 
bargaining powci m the elections. 

The BJP could h.irgain for 50 ix;r cent 
of seals m Hai yana and put upitscandidalcs 
in .Soncpai, I'aridabad. Atnbula, Mohindcr- 
garh and Kariial. In all these constituencies, 
the caste and comminiity factors favoured 
BJP c.indidales. On the other hand, the 
INLD fielded itscaiidiilalcs ill Sirsa, Hissar, 
Kurukshetru, Kobtak and Bhiwani. In all 
the 10 parliamciiury constituencies of 
Haryana, except Bhiwani and Ainhala, 
there was a dneci contc.st between the 
(’ongress and its allies against the BJPand 
INLD combine. In Bhiwani, because of 
Bansi l^l’s son .Suieiider Singh of HVP, 
who was a sitting MP, and in Amhala 
because of Aman Kumar, who was u sitting 
MP and contested on the BSP ticket, there 
wcic triangular contests. The BJP and 
INLD logeilicr polled 51.17 per cent in 
Amhala, 48.72 percent in Faridabad. 55.72 
per cent in Mohindergarh. 56.24 per cent 
in Karnal and a record percentage of 69.31 
in Sonepai which is the highest for the 
entire state. It w-as 65.42 per cent in Sir.sa. 


61.36 per cent in Hissar, 57.88 per cent 
in Rohtak, 60.07 per cent in Kurukshetru 
and 51..50 per cent in Bhiwani. The 
percentage of votes for the BJP was 29.21 
and for INLD it was 28.72 in these 
elections. The combined percentage of 
votes secured by the BJP and its allies was 
.57.93, w hill* the Congress obtained 34.93 
[H’rccnt. Both the BJPand INLD combine 
and the Congress increased their percentage 
of votes. But the Congress lost all the .scats 
because it faced the united opposition of 
the BJP and the INI.D. Had the contest 
hcfii triangular, the chances of the Con¬ 
gress winning some scats would have been 
brighter. In Amhala and m Bhiwani, wiicic 
there were liiangiilar contests, the 
percentage of votes sccuicd by the INLD 
and BJP combine were low. 

The politicisation of the Kargil issue 
was also a key facioi in these elections 
riic total miinbciol Kargil war casualties 
fmm Haryana villages was icportcd to he 
alnnit 8.5. This was the first time thal llii* 
dead bodies of the martyrs wcic biuughi 
to the state. The deputy commissionci 
e.scortcd the dead soldicis to their family 
homes. The homage to the dead soldiers 
was paid in the presence ol lop hureniicrats 
and slate leaders. These occasions vvcri' 
used to whip up the sentiments of the 
|)coplc and iit.tkc people believe that the 
BJP was the true upholder of the nation's 
pride and cared loi the wclfaic of the army 
pcrsoiiiicl. Chid ministei Chaiitala 
doubled the umoiini to be paid to the 
rriarlyrs from Ks 5 to Rs 10 lakh. He also 
promised to provide jobs to one family 
member of Ihe dead .soldici and give 
economic help to the dependent family 
members. Two out of the 10 parlinmcntary 
scats (one by BJP and one by INI.D) was 
givcnloinilitary personnel with anexplieii 
objective to exploit the Kargil factor. 

To lake lull advantage of the situalion. 
imiiiediately alter he had funned the 
govei nmeiil m I laryana. Chautala promised 
tree electricity and water to the farmers 
The decision was also taken to renaiue 
Kurukslietra University in Kuiiiksheiia 
after Guru Gobind Singh to woo i'(in|.il)i 
voters and to release grants to tin- del.iyed 
project of Agarseii Mcdie.il ChIRt'c at 
Agroha. 'I'lie govcnimeiii l•mpl(lyees 
susivciided dui ing Baiisi L.il’s regime wen; 
reinstated, it was also .iiiiioiiiurd thal the 
ban on appoiniineiil.s coi.ld be lilted aflei 
the election.s. However, ii is to be seen 
whether Chautala can carry opt his party 
programmes and ixiliey decisions. The 
victory ofilu'HIPand INLDcomhine could 
prove to be a passing phase and not a 
VVateiloi) lor the Congress if assembly 
elections arc held in Haryana soon. 
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IFCI CHAIR ON INDUSTRIAL OEVELOPMiNT AT NCAER 


NCAER invites candidates for a Chair on research in Industrial Development instituted by the Industrial 
Finance Corporation of India (IFCI). This prestigious position is equivalent to a Senior Professor in other 
research organizations. The incumbent is expected to lead world class research in industrial development. The 
designation of the incumbent shall be that of "ChM Econtmist". 

The nature of worlr would be guiding research on industrial development in NCAER, and producing research 
papers in Industrial Development. The age limit is 38 to 45 years - relaxable in exceptional cases of proven 
research and leadership capability. Candidates should be Ph.D in the relevant subject from a reputed 
University with 8-10 years of research experience in Industrial Development. Candidates should have 
capacity for conducting independent research, ability to write clearly and succinctly and to lead a research 
team. Must have sufficient number of research publications/papers in the field of Industrial and Economic 
Development. The duration of the appointment would be Initially for 3 years but extendable for further terms. 
Other things remaining the same, candidates belonging to SC/ST and OBC's will be given a preference. 
Candidates will have to appear for an interview or give a seminar on recent research work at New Delhi and 
will be reimbursed first class train ^re by the shortest route to and fro from the place where they are presently 
working 

CHIEF ECONOMIST / PRINCIPAL ECONOMIST AND 
HEAD, SURVEY AND GENERAL ECONOMICS PROGRAMME AREA 


For mis Professor level senior position, the incumbent will be incharge of overall sampling for ail the 
projects and conducting All India Surveys. Also expected to lead the CounciTs activities in conducting Household 
and Firm Surveys, a thorough knowledge of statistics as well as expenence in conducting and managing large scale 
all India surveys is required. Masters Degree in Statistics with specialization in Statistical techniques and tools and 
sampling techniques from a reputed University/Institutions required. Preference will be given to candidates with 
Ph.D, in Applied Statistics. The age limit is 45 years - relaxable in exceptional cases. Candidate must have a 
minknum of 10 years experience in designing, organizing and conducting large scale surveys of both households 
and non-household enterprises in different fields of social sciences. The candidate must have experience in 
managing voluminous survey data and different estimation techniques Familiarity with leading software packages 
for data management and analysis and a background of Economics is desirable. 

Emoluments : The competitive pay structure at NCAER is reviewed on an annual basis. Gross salary for the post 
of IFCI Chair on industrial devalopment and the Chief Economist be in the range of Rs. 35,860 - 47,250 per 
month and for the Principal Economist, it will be Rs.28.990 - 39,100 per month. The salary package inchides 
allowances such as Flexible Pay, House Rent allowance, Performance Variable allowance and medical reimbutse- 
ment besides transport reimbursement as per the CounciTs rules In addition, mere are provisions for the usual 
benefits such as provident fund contribution and gratuity. The salary fixation will be commensurate with 
qualifications and expenence. Interested candidates may write to the Registrar for details of this compensation 
package. 

For bom of the above posts, applications with particulars of qualifications and experience togemer with copies of 
published papers/reports, should reach'me Regtefi^r A Secretary at the following address by December 20,1999. 

National Council of Applied Economic Research 

Parisfa Bhawan, 11 Indraprasma Estate. Ring Road, New Delhi-110002. Fax ; (91-11) 3327164 
Tel; 3318263, 3317860 - 68 E-Mail: pk.krishnaswamyQncaer.sprintrpg.ems.vsni.net.in 
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H 1AD> COMPUTIK CENTiR _ 

NCAER wants a capable person to head the recently upgraded Computer 
Center having world class IT infrastructure. The incumbent will be expected 
to implement this new infrastructure through training, networking. First Class 
Masters Degree in MCA or B.E. (Computer Science) with a minimum of 8 
years experience is essential with an age limit of 40 years - relaxable in 
exceptional cases. 




Candidate must have atleast 8 years of experience in Programming He/She must be familiar with the 
processing of Survey Data and Programming the tabulation of huge All India Surveys both at the household 
level as well as non-household enterprises in different fields of social sciences. Must be familiar with the Data 
Management Systems; must have knowledge of leading software packages; must be able to organize and run 
a modern internal network with full external connectivity 




/'■Sfv... A 

j ‘ ^ 

t’ ■ -y •* / 

' 


INFORMATION / EXTERNAL RELATIONS OFFICER - CUM - 
PRESS AND PUBLICATIONS MANAGER 

NCAER is looking for an Information Officer to lead its publication and media services 
department. The incumbent will be expected to take initiative and work independently but in 
close coordination with a team of economists and researchers. The responsibilities would 
include production of information and publicity materials and coordination of press relations 
and advertising. The candidate would also be responsible for management of a publications 
' and documentation services and developing and managing an NCAER WEBSITE. 

\ 

Postgraduate degree in journalism or the social sciences with atleast 8 to 10 years professional 
experience in journalism preferably in editorial positions; and dissemination strategies; 
' management skills including the use of information technology, good command of English, 
good interpersonal skills and a creative and entrepreneurial approach to publishing and public 
relations The age limit of 45 years is relaxable in exceptional cases. 


Emoluments : The NCAER pays competitive salaries It has its own pay structure which is reviewed on 
an annual basis. Gross salary for both of the above positions will be in the range of Rs 28,990 - 39,100 
per month. The salary package includes allowances such as Flexible Pay. House Rent allowance. 
Performance Variable allowance and medical reimbursement besides transport reimbursement as per 
the Council's rules. In addition, there are provisions for the usual benefits such as provident fund 
contribution and gratuity. The salary fixation will be commensurate with qualifications and experience 
Interested candidates may write to the Registrar for details of this compensation package 

For both of the above posts, applications with particulars of qualifications and experience together with 
copies of published papers/reports should reach the Registrar & Secretary at the following address 
by December 20. 1999. 


National Council of Applied Economic Research 

Parisla Bhawan, 11 Indraprastha Estate. Ring Road, New Delhi-110002. Fax (91-11) 3327164 
Tel: 3318263, 3317860 - 68 E-Mail; pk.krishnaswamy@ncaer.sprintrpg ems.vsnl.net.in 
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PERSPECTIVES 


Verma Committee Report on Weak 
Public Sector Banks 

I) N (jhosh 

HV inuM develop an approach to the commercial hanking sector that 
i\ minimalist in intervention - one that ma.vimises the role of the 
cxistiiiv; markets and market players and then leaves the bankinf> 
system to find its own solutions in ref;ard to or}>aiiisation. Whether to 
mer^e or de-merf>e, to enter into strategic relationships, to sell off 
parts oj their businesses piecemeal or to close iniviable operations - 
these objectives are ill-served by decisions taken by Jiat. 


rilF Report ot the Woikiiip Oi'oiip on 
Reslruetunnj! Weak Public Sector Ranks 
under the eli.urnianship ol M S Verma 
(Verma fommittee). is the thud m the 
Raiikiiip Retbim tiilo^y. It inaik.s a pro 
eess of maturation m the polKy outlook 
on hanking sector rcl'oi m - f ii.)m the broad 
sehematics ol'tlie two Naiasimham Com¬ 
mittee iepori> to tlic nitty-gritty of detail 
and process. In all fairness, notvviihstand- 
uu> the man) failings of the country’s 
conimereial hanking systetn, the oft- 
eritieiseil ‘erailualist’ approach has un¬ 
deniably piodi.eed lesiilts. 

Ri.ioum and HANKtVi Sia iok 

When the reform process began in 19^1. 
the bankittg sectoi hud perforce to adapt 
to a new environment with a new .set of 
objectives; Itoui being an instrument m 
government’s resource-allocation to a 
position where depositor interest had to 
Ik- salegiiarded in the first instance by th<* 
res|H’etivc banks themselves. A decade 
on, is it not im|ionnnt that the Verma 
Committee idetitilictl a mere three t)f the 
2S n'MimcK'al banks m the public sector 
a.< weak’ ’ Tlie lu.ijoiity of banking assets 
arc today in the h.mds of bank manage¬ 
ments whith. wliatever thetr individual 
failing.s. have with varying degrees of 
success tiansitcd to a radically changed 
and highly competitive enviionniem. 

My mirposc is not to c\iol the virtues 
ut the Indian banking sector, but to mciely 
point out that, first, the banking sector is 
today largely capable of making siiceessliil 
liituie evolutions piovided they enjoy the 
necessary autoiumiy in dccisiun-making. 
.Seconilly. an oft-overloi'ked fact is that 
the linancial sector c.xtcnds substantively 
beyond commercial banking. There arc 
the development financia! institutions - 
both all India ami at the state level - the 
insurance companies, the savings institu¬ 
tions and the provident fund system. While 

.l,kS6 


the commereiai banking system has now 
unilerg.one a liiree part scrutiny, the same 
cannot be said of the host of other public 
sector finaiiciai institutions. 1 do not think 
It IS anybody’s case that systemic pr.'b 
lems do not beset these agencies and ihai 
elo.sc seruliny w'onld not help them gain 
in vitality. 

My sliori point is that we nni-.l develop 
an appioaeh to the commercial banking 
sector that is mmimalist in inierveiuioii - 
vine that maviinises the role of esisimg 
n larkei s am I n larket players, and then loaves 
the coiiiineicial banking sy.stem to find its 
own .solutions in regard tvi organisation. 
Whether to meige or de-merge. whether 
to aeqiiiiv oi enter into strategic relaiion- 
sliips, vvheihei to sell off puns tif their 
businesses piecemeal, or to clo.sc im viable 
operations-these objectives arc ill served 
by dceisions taken by fiat. 

LvmiIC oi Ri-..srKi;<‘riiRi.N{. 

A sign i llcant advance made by tlic Verma 
C'ommittec is the delving that it has done 
into the ilotails of the processes involved. 

I do not share the same conclusion from 
the process of enquiry in.siiluted by the 
eoinmillee. However, the parameters of 
enquiry set lUit by the committee can then 
be taken down an alternative path, one 
w'hieh yields a diflerent set of .solutioii.s, 
but is quite consistent w'ith the committee's 
own line of enquiry 

The report could not have come at a 
more appropiiate time. The coincidence 
of its subtni.'^^ ion with the installation of 
the new governnent at the centre is more 
than svmbolie The set of policies which 
goes under the pvirtmantcau of ‘Second 
(ieneration Reforms’, has as it.s very core 
the contiiinment of fi.scal imbalance and 
the imposition of di.sciplinein the manage- 
men; ol fiscal lesviurces. 

I’hc Verma Committee has developed 
a strategy for rescuing and restructuring 

Hconoitiie 


the three weakest banks i n the public sector, 
namely. Indian Bank, United Commercial 
Rank fUCO) and United Bank of India 
(UBl). This will involve infusion of .several 
thousands oferores of rupees - in the form 
of equity and recapitalisation bonds - from 
the union budget. I he committee by logic 
ol elimination has ruled out any otlvcr alter¬ 
native than to shore up the banks as going 
eoneerns in the same form as they exist 
today. Several public .sector banks have 
received support from the union budget 
since 1991 and many have stabilised them¬ 
selves. Tluwe three ’weak’ banks despite 
recapitalisation, are hack for some more. 
If the medicine lias not worked the first 
time round, why should it the second lime'.’ 
K It not legitimuie to ask the question 
whether the tax -payers should be asked to 
pick up the tab again’.’ Are there not other 
Uses ol crying iinporianee foi the same 
funds’.' 

1 scbniit dial there isadistiiieilikelihood 
Ilia! the committee may be sending good 
money allet bad. .^nd since the probahilily 
of such .in outcome is sigmficanl, we mesl 
not evciude the altcrnaiives wliich have 
been ruled out by ihe committee, more in 
tlie manner of assumptions to .stall -if w ilh 
than ebininalion after eounesy dci.iilcd 
examination ofali iho possibilities and per 
miiiaiioiis. 1 have soiiglii to work ibroiigli 
the approach and logic u.sed by the com¬ 
mittee, questioned ils clisqn.ilifieatiun of 
a wide class of solutions and presentei! 
some which to my mind can meet with a 
fair degree of .success. 

DuriNiiiijNs. Ai’I’ikiacii a\o mi- 
CoMMi iTi-.i.’s .Si )i,i' rn ins 

The criteri.i used by the Verma (’om 
mittceU)identify-weak banks’ arcarefine- 
mciil of the appn laeli adopted by the second 
Narasimham Committee. We may iccall 
that the latter had defined a ‘weak bank’ 
to be one wlicrc 

• accumulated los.ses and net NBAs ex¬ 
ceed the net worth of the bank, or 

• operating profits less income Irorn 
recapitalisation bonds aift negative for 
three consecutive years. 

These two criteria of solvency and profit 
earning capacity have lieen enlarged by 
the Verma Committee to cover a total of 
seven parameters. These are cx[Tcclcd to 
allow one to judge the bank’s capability 
to both earn profits on a continuing basis 
and also withstand pressures on its capital 
in time.s of adversity. 

The application of ihe.sc criteria to 26 
public sector banks has thrown up interest¬ 
ing conclusions. Only two banks can, under 
these parameters, qualify to be charactcr- 
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ised as ‘sirong’ banks. Even the State 
Bank of India (SBI) and many of its sub¬ 
sidiaries end up failing in the middle of 
the range. On a prima facie basis, this 
approach suffers from several shortcom- 
ing.s. It docs not take cognisance of criti¬ 
cally itnportant factors that have an im¬ 
portant tearing on the potential strength 
of a bank, such as the stability which arises 
from brand strength, retail franchise, 
enduring customer rclatitmships. and sheer 
balance sheet size. How can SBI be con¬ 
sidered on par with a hank onc-twentieth 
its size, just because a few ratios happen 
to have the same value? 

I he cjualiiy of human resources is also 
a crucial dclerininant for assessing the 
potential of a bank in the highly competi¬ 
tive market place. .Some other factors merit 
consideration, such as differences in ac 
counting quality among differen’ banks, 
market pciception alwut their customer 
orientation, organisational resilience m 
cxpioiiiiig market oppoilunitics and iimo- 
\ ate new products and services. I'he com¬ 
mittee’s approach does give a broad over¬ 
view on these issues. However, in order to 
esaluate the efficacy of any regulatory or 
stiaicgic approach w ith legurd to the bunks 
lanked in the 2t) to 80 percentile range, 
a more intensive analysis is culled for. 

The core of the strategy that emerges 
from the rccoinmcndutions of the Vcrmti 
t’ornmittcc eompri.scs five eompoiients. 

(1) Shed the loud of non performing a.sscis 
by creating an As.sci Rcconsti action fund 
(ARE) to clean the balance .sheet of l.iige 
non-performing assets (NFAs). 

(2) Shed excess manpow’er by introducing 
a voluntary retirement scheme (VRS), or 
a 25 per cent reduction in salary in case 
of failure to do so. 

(.5) Install a credible and effective gover¬ 
nance model at the board and the lop 
management level. 

(4) Review and change the core processes 
in each of the banks, principally those 
pertaining to I'chnc'iogy, customer ser¬ 
vice, and human rcsoiircc.s; and 

(5) FAiablish a Financial Rcsiruciuring, 
Authority (FRA) with statutory backing to 
oversee the restructuring process of the 
three weak hanks (and, maybe, of other 
hanks as well in future, if need be). 
The responsibility for implementing the 
strategy falls upon the major shareholders, 
that i.s, the govcininent and Re.scrvc Bank 
ol India (RBI), who w'ili have to lake the 
initiative for systemic changes, and on the 
board of directors of the rc.spcctivc banks 
and their senior executives, who will have 
to be primuri ly rc.spon.sible for i mplemcnt - 
ing the pr<Kc.s.s. 

In order to resu.se itatc the banks, the 
committee has recommended rcstructiii- 


ing as a comprehensive internal exercise, 
operating in two stages. 

In stage one, focus will be on operational, 
organisational and financial restructuring 
of the units involved, which aims at rc- 
.sioring theircoinpeiitive efficiency. Inslagc 
two of restructuring, after the banks have 
become self-siip|iiiiiing and attract inves¬ 
tor altciuion, pi ivati.sation or mergers will 
then assume relevance. 

I HI; l:\a.i:.Sio.NS 

The committee then goes on to say that 
privatisation is “a good opiion for restruc¬ 
turing weak tunks even in the Indian 
context" but only in the long run’. In the 
immediate fniiiie tlicrcfore. privatisation 
is ruled out o! court on these grounds; 

(1) Nt> prnaie gioup can normally lx* 
expected to bring in the kind of msourecs 
that are required 

(2) 'I’he coiieerneil banks will not he able 
to access the eapiial maikei given their 
present finanei.il stale. 

(3) Their present staffing pallet n. the level 
of available skill." and lack of technologi¬ 
cal sophistication are likely to act as 
deterrents foi iiivosior .itlcnlion from an\ 
private or foreign investors. 

(4) Further, the government may not then 
be in a position to “recover much value 
liT the veiy si/eable amount of capital it 
has mveslcd''. 

The. cominiitee has also niled out ol 
consideration ihc option of closure ol the 
three, eoiieerned banks, as this mcasnie is 
judged to have. 

a numbci of neg.ilivc exleriuililies aiTeci 
inp dcp<.)sii(,rs. other ciieiiis, employees 
and m general llie areas served by llie 
banks being closed Besides Ihe miseries 
that it will bring to the depositors, a large 
numbcrofbonowingelicnisol banks uiuiet 
closure could also riiii intodirficulties and 
their businesses may suffer causini; sub 
siantial economic loss’. 

Having ruled out both privutisalion and 
closure as viable opiitins, the committee 
has l)ccn driven by the compulsions ol its 
own exclusions of possibilities to accc|)i 
the inevitable. Which is that of ic.slruc- 
tuiing Will the initiatives outlined by the 
committee lead to the desired results? The 
eommitlee is conscious that 

any such lesiruciuring will mean cxca'is- 
irig hard opiioiis and involve firm, deci¬ 
sive and liniciy actions. For this, there has 
to tx’ •• eleai eoiiimiimcnt from the owner, 
i e. the govennnenl. It must display firm 
political will and generate all-round con- 
.sensiis that the restructuring will go ahead 
without let orhindrance. I'hc managcmeni 
of the hanks and the employees unions will 
have to come to an agreement belore the 


restructuring exercise begins as regards 
every important aspect of the proposed 
e.xcreisc...|concluding in no uncertain 
Icons that msirucluring isl...(i« ea/xviv/w' 
oiw-time fMTcise and imlfs.s .vi«ve.v.v is 
raisanalily assart'd, it wilt not hr worth 
iiiulrnoking’' (emphasis added). 

What then is our level of confidence that 
the gap Ix'iwecn intention and outcome 
will be acceptably small? How will the 
ia.xpa\eis benefit from committing huge 
icsoiii ces to rcsinicluring banks when they 
exhibit all the characteristics of terminal 
illness? 

Assta Ki.ciissirix iids' Funos 

Theie ean be no two opiniiins on the 
need to hive ofl iuiii-|X'rformmg as.sels 
into an .\ssct Reconsli uciion I ’lmd (ARF). 
Dil fcreiii options and miKlaluies have bcx'ii 
under review smee the Naiasimham (’om- 
millec rceommended the neetl tor the 
csiablishmeiu of an ARF to provide icliel 
to belc.iguered hanks in distress. .Subse> 
qiicntly, at the instance ol the RBI. in i!ic 
speedic context of ihc.se ihrcc banks ihc 
leasibility of an ARF was examined by the 
banks themselves. 

F.iidlcss debate on piucediiral niceties 
has cost us over five years till dale. Should 
we have an AF^F lor the public sector 
banks as .i. whole oi should wc, to start 
w itli, restrict it to the three ‘weak bauks"' 
Or, as some have aigiicd. why set uj) a 
separate entity? Is not the conceined bank 
Ihc most ap|)ro|iriaie aiul efieelivc agency 
loeiilorec recoveries? The merit of having 
an ouiside agency liiuis easy acceptance 
among many; they believe that the task oi 
managing the liituic is so demanding, in 
a eom|xMitive ciiv ironmeiil ihul it would 
pay to relieve Ihc mauagemenl of die 
burden of the past. 

Those vvho are acquaniicd w'ith the 
beiuivioiiral consiiainis within which the 
managcmciiis ot the public sector banks 
iunction will add another telling reason. 
The lack of tlexihdity in deeision-making 
and ol di.screlionary empowermeti'm llie 
public sector seriously hiindicap’, .ibilily 
to coerce maximum iccovcy rioni de 
faultcrs. Our archaic and ovei loaded legal 
system and the ummagmalivi pursuit by 
investigating .igencies, such as die ( eiitrul 
Bureau of Invesiigaium tCHI), have en¬ 
sured that the plellmia o( insiruciiuns. 
guidcliiicsamlc,xi)(iilaiioushave had little 
impact on the publii sector hanks. Fuither 
cxhoriaiions aic unlikely to yield very 
difleicnt lesiilis. 

l-siri oil I Rli.aii()N.siI ll’S 

Any resiruciuiing strategy will have 
to contend with the banks’ huge staff 
who by lar arc the most aggressive and 
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vociferous of the stakeholders. They are 
highly unionised and have over the years 
acquired entrenched interests in preserv¬ 
ing the .status quo. Dccade.s of conciliation 
by the owners (government) and the man¬ 
agement have resulted in the unions’ arms 
extending into virtually every aspect of 
businc.ss decisions within these banks. The 
redeployment of men and resources, re¬ 
designing of organisation, and supporting 
facilities for servicing customers and 
promoting business development wilieach 
pose negotiating challenges of herculean 
dimensions for any management willing 
to change. The nature and character of 
union-management relations remain vir¬ 
tually frozen in the mould that took shape 
in the seventies and eighties. 

It is an irony of history that the express 
objective of nationalisation of banks in 
1%9 was the preservation of the interests 
of the depositors and the extension ul 
banking facilities to a wider .section of the 
country's population. That is, the objec¬ 
tive was the extension of the customer 
ba.se and the maximisation ol customer 
satisfaction. In effect, however, it is un¬ 
fortunate that the only interest that got 
inaximi.scd wax that of the employees. It 
is often said of both government and the 
public sector that it owns and operates - 
following Jelferson - it is indeed of the 
employees, by the employees and for the 
employees. TliC primacy of the employees 
m the human dynamics that characterise 
these banks needs express acknowledge¬ 
ment, for they necessarily li mit and qualify 
all effective restructuring strategies, rhe 
staff unions in public sector banks had 
through the sev'cniics and eighties devel- 
opetl and perfected the culture of confront¬ 
ation as a it'«y of life, as a con.scquencc 
of which the public sector banks be¬ 
came ‘captured institutions’. The tens of 
thousands of depositors and borrowers 
of these banks have been the recipients 
of a quality of service and courtesy that 
IS quite unparalleled in the hi.story of 
capitalism. 

in several of the better functioning public 
sector banks there is welcome evidence 
that fresh air is shaping thought and as¬ 
pirations, and improvement is happening 
and is often perceptible. There are good 
reasons to believe that in at least two of 
the three concerned banks, sullen rigidity 
persists. They remain deaf and blind to the 
opportunities, possi bilities and choices that 
need to be exploited for business growth 
in banking. Since these are the business 
objectives that remain the crucial assump¬ 
tions in the restructuring strategy, trans¬ 
planting them into these banks mustclearly 
follow upon fundamental changes in the 
extant culture of confrontation. 


MANAGIiMliNT AND BOARDS OF DiRliCTORS: 

GRHAT EXFFrTATlONS 

On governance and decision-muking 
proces.ses within the public sector banks, 
the committee has recommended that the 
board of directors of each bank must consist 
of eminent professionals, industrialistsand 
financial expens with necessary training, 
experience and background to provide 
strategic suppon to the top management. 
Also that top management has to be “in 
the nutureof a war-time general”, “a proven 
achiever who can lead from the front”, 
po.sscssing “special skills and attitude 
helpful in restructuring of an organisation". 
The.sc arc unexceptionable in principle 
but even assuming that the government 
succeeds in getting a war-time general 
with a reconstituted board to support him, 
tlie fundamental issue remains unresolved 
- that of the relationship between the 
government and government-owned en¬ 
tities. In fairness to the committee, it must 
be .said that it has not made light of the 
fact that government ownership and the 
way government directors behave in re¬ 
lation to the banks cun and is likely to have 
a .serious negative impact on the function¬ 
ing of the reconstituted boards. 

Even if government accepts the recom¬ 
mendations of the committee and decides 
to withdraw its nominee(s) from the board, 
it will be naive to expect that the problem 
of government interference in the affairs 
of the banks will be resolved automati¬ 
cally. True, in a parliamentary democracy 
the political executive and the bureau¬ 
cracy have to balance the need for parlia¬ 
mentary accountability with that for oi>- 
crutional freedom tind flexibility. Given 
the structure of accountability that obtains 
in the public sector, can wc expect the 
management to be insulated from inter¬ 
ference by the political executive? 

Undeniably over the past three decades 
the political executive and bureaucracy 
have been stepping far beyond what is 
required for compliance with parliament¬ 
ary accountability. They have indulged, 
with abandon, in the game of distributing 
patronage in the selection of persons for 
the board and management; and often the 
need for political convenience has taken 
precedence over merit and competence. 
To expect that the same political class will 
religiously ir po.se on themselves a self- 
denying ordintince docs sound utopian. 

Rl;SUsa rATION AND Reai.ity 
OFCOMPET tnON 

Coming to operational aspects internal 
to the banks, the committee has made 
.several recommendations intended to 
develop their capability to emerge as 


resurrected banks - as virtually new 
entities. The committee asserts without 
any reservation that “acquisition of 
competitive efficiencies is the only way 
for the banks to broaden their business 
base" (emphasis added). It then goes on 
to dissect with painstaking care every 
area of their business. The committee finds 
that the concerned banks fall far short 
of every competitive benchmark. In 
every business segment, in cost, producti¬ 
vity and profitability, in technology and 
system support, in internal control and 
risk management procedures, in their 
mode of operation and servicing of cus¬ 
tomers, the shortcomings are so acute that 
“the three banks will not be competitive 
and, in the end, will lose out in the race 
totally”. 

The new private sector as well as the 
stronger among the public sector banks 
have been sharpening their edge and are 
poised to capture an increasingly larger 
market share ofbanking bu.siness. Also wc 
have to reckon with the fact that the share 
ofbanking itscifin overall financial sector- 
business is getting squeezed, if money 
were all that was needed, then a generous 
capital infusion would surely do the trick. 
Dutifully the committee has drawn up a 
long list of requirements fur enhancing 
efficiencies. 

One conclu.sion is inescapable. It will 
be virtually impossible to commandeer 
the kind of resources that will be needed 
in terms of skill, technology, retraining 
and redeployment of manpower, apart 
from the task of nurturing them on a 
sustained basis, for all of the three banks 
over the next few years. To expect that 
all this will somehow happen and that 
these banks will be able to make a dent 
in the competitive market place is sheer 
wishful thinking. The realities cannot be 
conjured away, however hard we may 
wish. 

The committee is painfully aware of the 
dimensions of the effort and has come to 
the view that we cannot leave it to the 
banks to implement the revival strategy. 
Experience has shown that “whatever the 
bank's performance, its need for addi¬ 
tional capital to keep it afloat will always 
be forthcoming from the government. 
There has been, therefore, very limited 
effort to build good business...”. 
Rccapitali-sation of banks for meeting 
their operational and financial require¬ 
ments have to be accompanied by strict 
conditionalities. It is in this perspective 
that the ERA has been conceived, as an 
outside statutory authority with wide- 
ranging authority covering policy and op¬ 
erational aspects of the restructuring 
programme. 
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The key tasks of the FRA would be to 
)wn and manage the ARF and to oversee 
he reform process in the weak banks on 
xhalf of the shareholders. A monitoring 
igency of the type envisaged would be an 
inachronism in the type of competitive 
-narket that is maturing and taking shape 
n different sectors of our economy. The 
FRA cannot remove the fundamental 
iveaknesses within the institutions and as 
t has been conceived, it ^sill merely add 
mother tier in the hierarchy of the deci- 
iion-making process in the banks. It is 
speed and flexibility that arc required in 
Tiaking a success of any enterprise, and 
•nore so in cases where the boards of 
directors have to make exceptional cffoils 
- to look for extraordinary skills and re¬ 
sources and overcome the cultural and 
behavioural constraints that aie deeply 
intrenched within the organisation.^ which 
lavc for years crippled their growth. The 
iominittce has perhaps thought that the 
Government as the owner might have 
ionstraints in overcoming political ob- 
itueles in enforcing llie tough condition- 
ilitics and that it would be Judicious on 
) balance of considerations to make an- 
bther authority act as a proxy for it. If 
G(jvemment feels that us long as it remains 
.he owner, it cannot fulfil this minimum 
;s.sential condition needed for the success 
ifthc restructuring strategy then the solu¬ 
tion must necessarily lie in a clianae of 
'ownership. The solution that has been 
aropo.sed by the committee would create 
more complexities than what obtain 
today. 

Clearly, there are far too many contra¬ 
dictions and uncertainties in the prnjKbscd 
restructuring strategy. The committee 
makes several strong assumptions. First, 
that the entrenched unions will recognise 
the writing on the wall and adapt their 
ways to a new .set of rules. Second, that 
the political class will be sufficiently 
enlightened to withstand the compulsions 
of competitive populism in an admittedly 
important constituency. Third, that the 
union government will acknowledge the 
need fora long-term commitment of budget¬ 
ary resources, whatever be the fiscal situ¬ 
ation. Fourth, that there will be no dearth 
of experienced managerial and talented 
pereons who will willingly do .some social 
service for the greater glory of the public 
sector. Finally, the market - the compe¬ 
tition - must turn benevolent, respect the 
handicaps of these resuscitated beings 
and treat them with kid gloves. It is 
somewhat surprising that despite these 
agonising uncertainties, the committee 
has set before itself one sole objective: 
"The existing banks will have to be kept 
floating.’* 


The Alternatives: An Oirn.iNn 

The Venna Committee has done an 
excellent job in analysing the problem like 
an anatomist. It has uncovered the arteries 
with precision, jjccred into the ventricle 
of the heart, and even (lis.sccted the nc acs. 
It knows how to cruft and design new parts 
to replace old ones. None can question the 
dissecting skill and craftsinantihip. but the 
medicine recommended has no lif^e-gi ving 
properties. If the patient is terminally sick, 
we have to bow to the inevitable. What 
Waller Bagehot o'.ei a century ago had 
warned us in his classic Lomhord Sircct. 
is worth recalling; 

If the banks aie had. they will ccriumiy 
continue Ixid and will probably become 
worse if the goseminent sustains and 
cneoiiniges them. I'he cardinal maxim is 
that any aid to a present had hank is die 
surest mode ol pieveniing die e.stahlish 
nient of a future gisid hank. 

If we rule out the re.stiuctuiing stialegy. 
are we in despeiate straits? Does the |)lea 
that risks are always necessary and uncer 
tainiy and proerasiiiiaiion arc worse, have 
merit? Docs the advcK-acy of TINA (there 
is no alternative) m legtird to the restruc¬ 
turing strategy make sense? Is the plea tliat 
closure or privatisation must be ruled out 
on the ground rd' negative externalities 
hold water? 

To try to set out the possible lines of 
enquiry, w'c can start by a.sking ourselves 
a .second .set of (|uestions. Hov' sustainable 
is the plea of negative externality? Arc we 
not in a position to manage llic conse¬ 
quences of negative externalities? The 
argument must be dispassionate, for idco 
logy and other preconceptions arc poor 
guides. It is easy to argue for martyrdom. 
But whether the tax payer or the union 
government’s finances must be martyr to 
a lost cause, cannot be, and must not he, 
answered from a pre judged {xxsition, or 
from the point ol view of the vested interests 
ensconced in the power structure of the 
weak public sccloi bunks. 

Privatisation - wholesale or piecemeal: 
Is it a task that will iiverwhelm the players 
in our, albeit underdeveloped, financial 
market? 1 submit not. The merchant bank¬ 
ers, other intermediaries and investors are 
mature enough and competent to handle 
such a prixess with finesse. There arc 
enough talent and resources available to 
manage *he process in a way that will only 
add to the strength and efficiency of the 
financial system. The options that the 
committee has so .summarily ruled out of 
order have to be rather seriou.sly examined. 

In considering the .several options the 
twin objectives must necessarily be that 


of integrating the weak banks with the 
cxi.sting financial and banking system and 
managing the process in a manner such 
that the consequences of negative exter¬ 
nalities arc minimised. Privatisation, clo¬ 
sure and restructuring arc not exclusive 
options. It is not as if each option has to 
be considered in i.solation with respect to 
the others. Also, having regard to the ground 
realities in each bank it is not necessary 
that one solution sluuild be uniforiiily ap¬ 
plicable to all banks taken togcthcrorcvcn 
in iclation to any paiTiculur hank. 'One 
si/.c fits air is I think a had approach that 
will pass with the pre.scnt millennium. 

The integration object ive can be ach ieved 
ill 11 muiincr which takes into account the 
merits and upiiropriutencss of modalities 
at various levels. This can be eiilicr in 
relation to a bank as a whole oi to any 
component part, oi a self eoniained le- 
gional entity or in lelaiion to any class of 
assets. We necil to explore the process of 
unbundling the weak hanks, either along 
regional or business lines. Branches.'ie 
gioiis and assets/liabililies ean surely be 
unbundled in a manner that has .some 
appeal to the different players and niai kel.s 
- banks, non banking entities and iinun- 
cial nisiitutions. 

What could be the likely |ieieci)lion ol 
different plij.ers in the market? The new' 
private sector banks and the hanks Honied 
by the fitiunciiil iiistiliitioiisare fairly stroii).' 
entities, and arc looking for oppoiniiuties 
tor geographical and rinanciul cx|iansion. 
'Iliey have exhibited a degree ol lesilience 
and seem to lie willing, if market rumours 
are to lie believed, to increase their market 
share Quite a few of the public s<'eloi 
bunks, particulurly those slowly con.soli 
dating; their position, will not Iv avcAC 
to looking lor acquisition of assets and 
resources. It is highly unlikely that any of 
the.se institutions will opt for acquiring 
any of the three weak li.inks on a ‘going 
concern’ basis. Neverthelc.ss, given the 
logic ol the niche markets that each market 
player is .seeking to build up lor il> .'II in 
the long tun, it is eminently coiicco.ible 
that inlcic.si will be there for the iinbiilulled 
assets. Segments of assets and resouices, 
along with supporting manpower may be 
considered for act|uisiti(iii by niiuiy of 
these new banks and the sirongei among 
the public sector banks. A strategy of 
unbundling will help the piocess of con¬ 
solidation and strengthening of prc.scnt 
and piospective players in the financial 
system. This w'lll also help reduce the load 
on the already beleaguered finances of the 
goveriimeiil, while at the same lime enable 
them to meet the increasing demands for 
capital adequacy requirements for the 
healthy units. 
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Modelling History 

I'irthankar Koy 

(Jn the Border of Kconomic Theory and History hy Amit Bhaduri; Oxford 
University Press. New Delhi, 1999; po 197, Rs 450. 


AMIT HIIADURI belongs In a rare class 
of econoinie theorists. The problems he 
deals with arc taken from everyday reality 
and not from e.soterie )ournul articles. Me 
uses the analyliial language where neces- 
.saiy but is not de|M:ndent on it. He wiites 
withdehghtlul clarity,and hi.s writings are 
sensitive to the l<ict that economic change 
IS a long hisloiical process. In addition to 
all that, the core set ol writings for which 
Bhaduii is most famous has been 
cnoimoiisly intiueniial among both 
scholais ,ind policy makers. 

The book collects It) of his essays, old 
and new. I lie oldest was published in the 
lu'imomH-Jounidl in 1075. Ii waslhclirst 
III a set of celebrated essays on 'agrarian 
hat kw aidness'. I'liis theme takes up about 
hall of the book I he rest contains moie 
rceently writitMi and lesser known sluirt 
worksoiKuhveiser.mgeol themes, dealing 
wiih "broadly...llie emergence ami 
evolution ol capitalist economies". 

■|he publication of this botik is good 
news, l.iki .Illy such collection, this one 
makes well known essays easy to leach, 
and thus will sei ve as a convenient refer¬ 
ence lor siiulents ol dcvelopmeni econo¬ 
mics and economic history. Read together 
along with the short introduciioii, the book 
documentsHhaduri'sratherUinely |oiirney 
along the iHiundaiies of economics and 
history, what he aptly calls a "no man’s 
hind”, a journey consistently creatoc and 
mspning. 

In this review, I shall deal with the two 
sets of essays • agrarian backwardness 
and the rest - sepaniicly. and deal with 
the loiiiier in greater detail. 

Aoe.vio-ss H.-\ckw..\ki'im ss 

Kluidui! in these wiitings suggests that 
money dendmg can he a pieferred alter¬ 
native to productive inve.slmcnt under 
certain conditions, fins situation leads to 
stagnation in investment and pi oductiv ity. 
The theoiT was motivated by .i stylised 
fact alMiit eastern India’s agi arian history, 
namely, low or negative giowth rates m 
l>u«hictivity of land per acre. What eaused 
agiicultural stagnation in Bengal’’ 
Bhaduri first answered thise|ucstion w ttli 
a theoi y. The theory runs as f’ol lows, 'f’hei e 
are two types of people in the village, 
those who own land or the ‘latidowners’ 
and the lamMcss peasants who enter 
shaieeropptng arrangement.s with the 
former. A landowner ean increase his 


income from pro|)erty in two ways. 11) by 
inereasing total output given the cri)|> 
shares, and (2) increasing his shaie of the 
crop, given the total output. The former 
requires investment in improving the 
quality of land and results in incieasing 
priKlucti'- liy.'l’he latter results in incieasing 
inc(|iialiiy with no impact on produetiv ily. 
Bluidnri suggests that in certaiii situations, 
option 2 alone will he used. Thai is, capital 
av.iilablc foi iiivc.stmoiit in land will tend 
to be employed in money-lending. 

riiis siiualioiu anari.se when the peasant 
has little access to product and credit 
markets, lie would then sufl'ei Iroin two 
critical disabilities. b'lrsi.bcingapiH'rnian 
he may need to borrow to meet his eunem 
consumption, and when he does, he must 
borrow Iroin the landowner. In this 
Iran.saclioii he can get cheated amlAii has 
to accept exacting terms. .Second, to repay 
loans, the pcas.ml may have to sell his ciop 
just after the liarvesi when prices are low, 
and buy lood in the lean season when 
prices die high. The loan forces him to .sell 
at the low pnee. Bhaduri calls this ‘forced 
commerce’ So much of the peasants' shaic 
cun go III repayment of loans that the 
peusanl may have never enough left to 
.suivive the resi of the year, forcing him 
to borrow again. So, the peasant’s share 
ol the ciop lends to be less than his con- 
sinnplion plus lepaymcnt nectls, pushing 
him into pcipetual iiulebtednoss \'ia 
nioMcy-lending, the landowner is ;ihle to 
leihieo the |)easant’s crop-share. 

Once a debt-trap starts, the landowner 
will not want to invc.sl in improving tlie 
produciiviiy of land (option I) hecause by 
lining so. the peasant may gel belici -off, 
may not want to borrow any more, .ttid the 
landowner will not be able to engage in 
money-lending (option 2) any m ue Thus, 
rising inequality and persistent stagnation 
become corrcliiied. 

In later writings, Bhadiiii points out 
some ini.xcd outcomes that can combine 
money lending with growth. Win Ic maki ng 
the model i -ore open-ended, he inehnes 
more towards the notion of 'class’ in 
cx))laiiiing stagnation. He coins the term 
’class efficiency', a situation that pcrvisis 
despite being parclo-inoptimal Ivcausc it 
iKMtefUs a class, which presumably has the 
power to maintain the .status quo He also 
talk'- about merchaiits money lenders as 
people who by nature preter usury to 
priHjuciive investment as the means to 


enrich themselves. However, the shill in 
position is nut a clearly spelt out one. 

In his applied works, Bhaduri u.scs the 
notion of ‘forced commeice’ to explain 
agricultural backwardness incolonial Bengal 
and post-colonial eastern India. The argu- 
incnt IS that the permanent .settlement in 
Bengal introduced layersof non-cultivating 
and ‘rent-rccciving intermediaries' bet¬ 
ween the zatnmdars on the one hand and 
the peasants with generally inferior rights 
on the other. In post-colonial West Bengal 
the same intermediate classes, called 
‘mcrchiinls and moneylenders', arc believ¬ 
ed to htive captured titles on land after 
zamindari abolition. Thus, the title of land 
went largely to people inclined to use forced 
coimnerce as the tnain income-earning 
option. Hy conlnisl, in progressive Punjab, 
peasants themselves held title of land. 

These works, as mentioned before, 
became well known. A large, if rather repe- 
titivc, literature on theories of agricultural 
stagnation and rural credit developed over 
the 198()s, spawned partly by lhc.se articles 
and partly by the stylised fact that Hbaduri 
had set out to explain. The key political 
message of Bhaduri s W( irk, that stag nation 
and inequality are correhiteil, and that the 
Bengali sh.ueeroppcr is loo easily cxploi 
ted. was eiidoised by the 19X0s agrarian 
refomis in West Bengal. Bhadnri’s histo¬ 
rical tlicsi.s lhatcoimncrciulisation in .some 
[laifs of colonial India w as forced by debt 
Ivurdcn became a popular point of reference 
foi economic historians all through the 
19iS().s, and found support in a Marxist- 
Nationalist historiography aiguing that 
comnici'cialisulion and indebtedness had 
both iK'cn forced by the revenue burihii. 

At the same time, several problems with 
foieed eommercc were pointed out. The 
most serious limitation of the theory, in 
iny view, received rather little attention. 
Bhaduri does not say why u landowner 
will not make productive investment 
(option 1) even if the returns from doing 
so exceed the loss from not being able to 
use money-lending (option 2^ when the 
peasant gets better-off. 'Usury' orop'.ion 2 
cannot lie as lucrative as it is shown to 
be. There is a limit to which the peasant's 
share of output can be driven down. That 
limit is set by the latter's subsistence needs. 
Once that limit is reached, any capitalist 
must realise (what should he obvious to 
him from the beginning) that he just cannot 
get richer by robbing a very poor man, and 
tliat it is lime to try option.* Bhaduri's 
197.1 classic was aware of this problem 
but solved it superficially. “(The land¬ 
owner] is also put off from a big improve¬ 
ment'', he writes, "because it...destroys the 
political and economic control of the 
landowner over his kishan, even though 
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on exclusively economic grounds, it may 
be profitable to him” (p 29). The problem 
was solved with the undefined expression 
‘political and economic control’. Control 
for what purpose? 

There is a related problem. The point 
that the landowner may be too .scared of 
losing interest-income assumes that there 
is no more profitable outlet for capital in 
the village than consumption credit, and 
that the landowner must prefer money- 
lending toiradc, industr>'. or other services. 
This assumption may hold fora village cut 
(.(if from the outside world. The theory in 
any case is not clear when such an 
a.ssumpiion might hold. 

Asa theory ofhistoty, ‘forcedcommcrcc' 
cannot be taken seriously. Bhaduri’s 
reading of liislorical scholarship is both 
shallow anil outdated. Statistical evidence 
suggests a broad positive correlation 
iHitwccn the degree of commercialisation 
and extent of incrca.sc in productivity. The 
idea ih.it eoinmereialisatioii of agriculture 
aiiywheieiii lOiheentury India wasdriveii 
not voluntarily by profit calculations but 
involuntarily by the burden of loan (or tax) 
payiiieiU has very limited support. It is not 
strictly incorrect. But it does not hold 
beyond a few univpre.sciU:ili\ ecrops,.small 
aicas. and beyond the third t|iiarler of the 
I Oih reiiiury after which tax burden steadily 
fell in rchiiioii In luiipul or assets. In fact, 
B H Cliaiidhiiri has recently disputed the 
rele\ aiiec of ‘forced coinnicicc' for colo¬ 
nial Bengal, the favounte example of the 
jiroponenls o1 the iheoiy (.sec his article 
in Peter Ri'bb (cdj, Me<inini>.\ oj Anrind- 
uire, Delhi, 19%). The slructuro of righls 
on land may have had an cl feci on regional 
disparities in uiowih, tis a long line of 
hi.sioi'iuns beginning with liric Stokes has 
suggested. But ‘moneylciulcrs' play no 
central role in these explanations. 

A nnior problem in using the word 
‘elas.s’ arises from the fact that, whetlicr 
m Punjab or in Bengal, rural credit came 
mainly from landowners or superior right¬ 
holders. Comiiicrcialisation created rich 
peasants and consolidated dominant 
cultivators. It is they, and not persons of 
moneylender castes, who commanded the 
credit market in the long nm. Now, w here 
the ‘landowner’ and the ‘moneylender’ 
arc identical, one necd.s to ask. why would 
thi.s mixed entity turn backward in Bengal 
and progressive in Punjab? 

Bhaditri’s sinswer, it seems, would be 
a classical Marxist one. Two types of cap¬ 
italists ■■ producers and mcrchants-finan- 
ciers - .ire seen to have different men¬ 
talities about productive investment. The 
former tends to be more open to productive 
invc.stmcnt. and the latter tends to resist 
such investment. And for hi.storicul 
reasons, Bengal capitalists were of the 
latter kind. That the pnxluccr-capilalisl is 
more pmgrcssivc than the merchant was 


one of Marx’s conjectures made in the 
contcxl of early industrialisation. Later 
scholarship on iiulustrialisation in Lurope 
and Japan showed this conjecture to he 
irrelevant. But by then gcncratiims of 
Marxists had elevated it to a supersittioii 
and grown used to thinking about the 
generic mcrchunt-moncylenderas evil aiul 
parasitical. 

‘Forced comincicc' resting either on a 
theory of maxinuim gtiin or on the notion 
of ‘class’ - is not a convincing explan.ition 
of agrarian backwardness. An alternative 
explanation comes liom the one woid tiial 
Rhaduri cuiefully avoids using in iiis works, 
‘scarcity'. Dillcicnccs m faetor-endow- 
ments, suqjlus l.ibour, shortage of capiUil. 
etc, do not exist in Bhaduri's rural world. 
Some of his cntii.s iioiiited out iliat land¬ 
owners adiuin liom, say, digging wells 
simply due to shoiiage of cheap credit 
These rieli men ol the village do not invest 
not becau.sc they like being parasitical, but 
because they Jo not cam ciiough them¬ 
selves. 

'I'he problem is more serious where 
ixvpulation pressure is liigh and aveiagc 
a.s.scl size is small Agriculluitilly |>iK)r le¬ 
gions ill India tend to have very high 
|)opulatu)n densiiies. At 1890, vast new 
land frontiers were o|K*ning up m I’uiijab 
whereas mial Bengal vvasover-crowiled. In 
ihe next ceiiliiiy, den.sity of 'lopiilaiion in 
niral West Bengal inerea.scd about lotirlolil. 
Severe scaicily ol land means that (a) the 
average landownei has limited eredit- 
vvoi tliiness. and i b) the terms for use of Uind 
must favour the landowmers. Bliadnii’s 
‘ki.sii.m’ wasapooi i nan to strut with Ix’cau.se 
the land he could get on condact vvus too 
little for any laimly K. live on. 

I'actor cndovvi net Its were also shaped bv 
public investment. Progiessive regions in 
India almost invariably saw more 
inv'e.slinciil in irrigation, roads..seed supply, 
development of markets as physical sues, 
and the giowtli of market towns in the 
interior. The goveinment built a pari of 
thi.s infraslincliire. I’urtof it was built with 
pri vale in vestment sometimes encouraged 
by the government. These features streng¬ 
thened markets and mercantile activities, 
connected the interior with the towns, and 
rai.sed the asset value of land. These 
conditions wcic favourable forpriKinctivc 
investment in land itself. Backward regions 
like West Bengal and Bihar lacked them 
un'il very recent times, much of the region 
lacks them even now In fact, for largely 
political reasons, the non-agricullural 
economy steadily decayed inthceasi since 
the 1960s, i nercasi ng the pressure on land. “ 

Onii,R lissAYS 

The other five e.ssyas in the volume do 
not deal with India. 'I hey deal with such 
themes as the economic histoi’y of Hutope. 
Uansition from si^ialism and globalisation. 


Why factory or mass prixluciion dis 
placed putting out during early induslriul- 
isaiion is a familiar i|uestiou in anulytica 
cconomie history. The essay ’w hy facto¬ 
ries' developsa model of‘stniciur.il dc(x;u- 
dcnce' Ix'lwecn pro-factory atitl factory 
sy.sicms ol woik. and using this model 
suggests the reasons why llie formei 
gradually ilis.soivcd to give way to vertical 
iiuegiution. The explanation comes close 
to the transactions cost approach to tlio 
ijucstion. ‘Some le.s.'-oiis from the tvvi 
economic systems' argue that the initial 
economic growth in communist countries 
can be rcail as a form of "extensive gi ow ilT, 
namely, one sustained hy expanding 
employ niciil at de|iiessi‘d real wages. Thesi' 
countries, however, laileil in the tiansilion 
to an ‘iiilensive giowllT regime lu'causc 
that needed a system that could iiialcb 
supply with demand. vvhi(. lithe ('omiiHinisi 
Party was politically incapable ol do-ng. 
‘The political economy of social demo 
cracy' asks why conservative i •.■onoinic 
policies became popular in the west in tin 
19S0s Bhaduri attribiues it to iiu reiisine 
iniernalionalisation of these economies vi;; 
trade, investment and the. Iinanei.il markets 
vvlneh in turn sirengiheiis tears ol rise ii 
wages and m iiillaitoii. The pemillim.ili 
ess.iy IS a note eompai iiig past and preseiii 
patterns of inlernatioiiuli.sulioii And iIk 
last essay cpiii'eplii.ilises adaptive, inter 
action Ix'tvvecii ihc slate ami the private 
sector, with rclcrcncc to tiaiisitional 
cconimiics. 

'I oconcluiJc, the wiitmgsiepi lilted lieic 
contain ideas iliai aie/wcieoiiginal :ii tlx 
time ol jxii'lication. They als(> .sliaic a 
common intention to explain ei'Oiioinii 
hisloiy Willi ilieoieiical nuxicis. Hliadiiii's 
key ideas or ugiaiian b.iekwardness luivc 
been mfineniiai. But they ao- seriously 
questionable. Biiefly, Bhaduri is not eon 
vinciiig on w'liy one needs ‘nsiiiy’ and 
'class' to explain auneiiltur.il siagnaiioii. 
These ideas are not hkely lo lx* w ntely used 
as models any more. More than these ideas, 
it is the pr>)|ecl Ix’liind them, the writing 
quality, the surprising new qtieslions. and 
lla-shes III insight, that remain positive 
lessons lor icadeix of this lx lok. espei iail'.’ 
students of economies in India ll is lor 
lhc.se rea.sons that Ihe book should be seen 
as essential in any economies libiary. 

Notes 

1 Ashok Rutiru iinriii.ill;. i!iii!i ilir pi'inl Si'( 

lhcilis(.ii.si(iiiiiiSii!iiilf i'-iii.i. ‘Wi..it Slales .md 
Sirimg .M.iiki'i' iii'i.Miili \ i.'ii Developineiil’. 
fntiuvt 1 1 mh! Hi'K'H'W, 

.l()( 9. July S'^pk'iiil'vi pp 117-40. 

2 ‘Tliiil ‘liiKi-a ii"mi)''io' m’tleils ili;'niij'rii|>liv 

iiml piiMi, inc-'-iiMsMil wiis also ixnntcil mil. 
in .1 ilillvicni .(.ay. by Cliiianjih Sen. ‘Coni 
iiKiei.ilraiioii ( lassKelaiiousatiil Ai'ni-iiliinal 
I'ciroiiiiaiise III t'll'ar Prailu.di. A Note on 
lili.Kluii's M>poitx*sis‘ in K N K.ij cl ul (cilsi. 
r.'Mi.i III! Ihe Ciimmeieiiiliwliiin of {luliuii 
iillure. IX-lhi, 19X5 
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Subjectivity and Objectivity in 
Anthropological Knowledge 

C'arol Upudhya 

Antlinipuhigical Journeys; Reflections on Fieldwork, edited by Meenakshi 
Tliapan; Orient Longman, New Delhi, 1998; pp 320. Ks 275. 


rUL edited volume under review is con 
eeriied with the ipiestion ot ohjcetivity and 
subjectivity in the construction oCanthni- 
pological knowledge. As the editor points 
out in her iiitrtKiuciion. this probieiii has 
been debuted ad nauseam since the I980.s 
as a ix’sull ot the ■postinodcrn’ turn in 
anlhro|)ology, but without any clear de- 
ruuienient. hi this collcetionwe have mostly 
Indian scholars drawing upon their Held 
work espeiienees to reflect tm this issue. 
The volume represents, iirriiapan’s wolds, 
■‘a celebration of the inteisubjeetive ele 
meiit illaiithropologieal rese.tich..."lpSj. 

l-'oi the iimnitialed. the question ot' 
siib|ectivity and objectivity in anthropol¬ 
ogy lel'ers to the episteiimlogieal dilenima 
common to all the .social sciences that 
stems Irom the I'aei that both the subjects 
and objects oi social research are ’know¬ 
ing' human hemgs whose consciousness 
IS lormed thiough social interaction It is 
now widelj .lecejncd that because know¬ 
ledge IS eonstiticted ■intersubjeclisely' 
there can tv no ‘objective’ knowledge of 
sivial processes, i e. knowledge based on 
simple observation as in the sciences, ’I'he 
problem of subjectivity is complicated in 
anilnojiology because traditionally the 
subject and object of knowledge constiuc- 
tion Ivlong. to ‘ililfcicnt cultures' (jiaia 
digmaticallv, westein and the non-wes* 
ern), such that undeistandmg is compii- 
c.ilcd b> eulliiral. linguistic, and social 
boundaoes As a paitial solution to this 
pii'bleni. tl e anthropulogical fieldwork 
tnetluHl known as |xirlici(Hml-obscnaiion 
e,x|>liciil\ combines ‘objective’ observa¬ 
tion ot one's qiiairy the outsider’s view 

with close niteiaction or jiarticipalion 
in thcii social life, aimeil at iirodiicing 
‘subjeciive’ undersiaiuling from the in¬ 
side. Immersion inthecultuieofthe ‘other’ 
IS clanneil to bring about a mental leap, 
taking the anthiojKrlogi.st out of her tiwn 
cultural universe and enabling liei li' see 
the woild Horn the {vrspcctive ot aiiolber 
culliite. 

The adsent of ‘posinuHlem’ anthro|iol 
ogy in the 19S(is brought the question ot 
subjectivity into shaqi focus. Much of the 
liiscussion centred on the production tif 
ethnograjihic knowledge, the role ot the 
tlcldwoikei ill constructing this know¬ 


ledge, aiul representations of the ‘other’ 
in elhnographic writing. The notion ol 
inicrsubjcclivii) was promoted by the 
IMi.stmodernists as an alternative to ethno¬ 
graphic positivism, but the end result in 
much of dlls literature was a rathei nar 
ci.ssistic ob.session with the self in the field 
and with the quest lo know the other, as 
niajian points out. DApcrimental etlitio 
grajihic wtiling which foregrounds the 
subjectivity of the 'writer tends to 
|vr''oiialise the process of knowledge 
construction and to draw attention away 
Irom the wider .social-political coiite.st ni 
which social understtmdings are formed. 
Al.so, Ihe emphasis on intersiibjcctivily 
did not erase the tiecd to contextualise the 
etlmograjiliic experience within ‘objec 
tive’ knowledge ol .some sort m order to 
make it iiiiclligible. riius the ojiposition 
Ivtweeii objective and subjective know¬ 
ledge was maintaincdevcii while the terms 
of ivlereiKC were slightly relocated. 

Most ol the contributois to this volume 
lail to coiifronl the dichotomy of .subjec 
live and objective, with the exceittioii of 
Amrii Srinivasan’s essay on Malinowski 
and Ciaiidhi. .Arguing that the split be¬ 
tween objectivity and subjectivity is rooted 
in western scientific episiemology. she 
advocates the development ot an alterna¬ 
tive indigenous social science based on 
(iandlu’siippro.iclUoexjvrimentation and 
his critique of western civilisation. How¬ 
ever. Sriiiivasaii’s equation of (.iaiulln’s 
practical c.xjvrimcnts in living with the 
ficldw ork (ratlition is a bit tar-fctchcd. and 
she fails to spell out how these migiii loi m 
the foundation of a differciu kind of social 
science. She also ignores the fact that 
Gaiulhi w:'s influenced jierhaps as much 
by romantic movemenLs of the west as by 
‘eastern’ traditions. The writer’s nation¬ 
alist /cal leads her into additional errors 
stemming from a whole-heaitcd 
demonisatioii of western stvial science, 
(’onliary to what her essay suggc.sls, 
objectivism docs not necessarily exclude 
ethical concerns, nor is the wedding of 
social research with activism a monopoly 
of .sonic Indian sociologists- even early 
American anthropologists utilised their 
fledgling science for political activism 
(Boas’ campaign against raei.%in and 


Morgan’s advocacy of Native American 
rights, for example). 

The nexus betw'ecn knowledge and 
power -- an issue that has been somewhat 
neglected in the debates on subjectivity 
and ethnographic knowledge - is explored 
with great .sensitivity by Savyasaachi, 
drawing upon his own extensive and 
inten.se experience of fieldwork with an 
adi vast group. 1 lis discussion demonstrates 
that (he shibboleth of intcrsubjcctivity 
masks rather than elucidates the polities 
of most social research. He asks; "What 
is the meaning and puipo.se of fieldwork 
in a social context where there are con¬ 
flicts tiver difl'crcnccs which arise from 
social and ciiltiirnl plurality and front 
political and economic inequalities’.’” 

(p S1). Conventional ‘dualistic’ fieldwork 
derives fiom (lowcr. and the knowledge 
It creates reinforces siruclurcs of incijiial- 
ity and ilomination. Therefore the aim of 
fieldwork, he argues, .should not be a 
jiiocess of learning but of ‘unlearning’ 
This unlearning entails the rcjcclum of. 
exploitative modes of infurmalion gath¬ 
ering as well as of one’s prcsupposilion.s, 
leseareh ag.enda and lesult-orienied lime- 
frame in lavour of a moa‘ egalitarian and 
truly dialogical method of enquiry. The 
result ot this unlearning process is the 
"dissolution of social boundaries (as a 
result ofj successfully questioning one’s 
socially acouiieu bcliels, modes ol think¬ 
ing, habits and attitudes. This also in 
eludes the questioning of assumptions 
that inform the construction of the 
self”(p 111). 

The notion of dialogue as an effective 
fieldwork method, csfiecially for research 
on women, is al.so jiut forw ard by .Samswaii 
llaklei, who presents an account of hci 
interactions with an informant (a female 
slum-dwcllcrl in a difficult rcscarcli situ¬ 
ation. In the dialogical cncountc- the 
llcldworkcr resolves to be lully ‘honest’ 
with the informant about her own life ns 
a tactic to elicit more intimate and exten¬ 
sive information. But it is jircci.sely (his 
notion ul the dialogical that is cih'cally 
troubling; in spite of il.s pretensions to 
ojicnness and reciprocity, the ultimate aim 
of this ‘dialogue’ is to wrest confidences 
from the subject. For example. Haider 
speaks of her initial fna'kiration in trying 
to interview a reluctant ‘Shanno’; “Her 
ho.stili(y and rudeness often made me feel 
tike terminating the dialogue. 1 did lose 
my patience with .Shanno sometimes...” 
(p 259). She fails to ask herself why Shanno 
was ’rude’ and ‘hostile’, although she 
does recognise the enormous differences 
in caste/class/povvcr that structured their 
relationship. Nor does she question why 
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she should persist in thrusting herself upon 
an unwilling subject, despite her theoreti¬ 
cal discussion of ‘research as violence and 
exploitation’. The answer to the ‘dualism’ 
;md violence of fieldwork does not lie in 
linking research with ‘action programmes’. 
as Haider suggests, but in rc-thinking the 
research process itself in a much more 
radical way. as Savyasaachi argues. 

This sort of re-thinking was at one time 
u hallmark of feminist .siKial .science, and 
Thapan in her introduction argues that 
feminist theory has made a major contri¬ 
bution to the debate on subjectivity and 
objectivity by emphasising wvimen's ex¬ 
periences. But this is not apparent from 
Haider's essay nor from the other two 
contributions that look at the issue of 
subjectivity from the perspective of gen¬ 
der. Loes Schcnk-Sandbcrgcn dist’i.sses 
conventional issues related to women in 
the field, highlighting the negotiations of 
gender that are possible in ‘other' cul¬ 
tures. Madhu Kishwar’s discussion of 
research methodology also treads familiar 
territory and appears rather naive; as an 
acti >'ist rather than an academic .she worked 
out re.scarch strategies in lltc field that arc 
part of standard .social .science training. 

Dcn/il Saldanha's paper. ‘Subjcetivily 
in Contexts of Ohjcclificatinir, addresses 
a traditional Marxian question - the re¬ 
lation between objective class categories 
and subjcelivc class identity - by ItHiking 
at social classification and sclf-identificu- 
uon in an adivasi community. This re 
minds the reader of Marx’s dialectical 
resolution ol the problem of subjectivity 
and objectivity, and raises the question ol 
why so few anthropologists have looked 
to that source for a way out of their di¬ 
lemma. However, even Saldanha appears 
to have licglcctcti the lessons of Marx; he 
does not raise the question of the origin 
of categories of identity such as ‘garib’, 
nor does he consider the possibility that 
thescsubjcctivecatcgorics might have been 
objectively constructed through supra- 
loeal political processes. In fact, most of 
the c.ssays in this volume ap|)ear to view 
the subjective as an aut<x;hthonous do¬ 
main, neglecting the recent out|X)uring of 
work on the role of ‘objective’ social and 
political categories in the constitution of 
subjective identities. 

At this point I would like to suggest that 
the problem of objectivity and subjectivity 
in anthropology does not stem from the 
fieldwork method and ethnographic writ¬ 
ing per se. as the postmodern critique 
suggested, but from more basic theoretical 
shortcomings. Perhaps the most signifi¬ 
cant failing of pre-postmodem anthro¬ 
pology was not its ‘naive realism’ f Madan) 


nor its neglect of the politics of represen¬ 
tation (although these were serious 
enough), but its almost complete disregard 
for social theory as it had develoited in 
cognate disciplines, especially .sociology. 
Because most anthropologists, even 
the .sophisticated ‘postmodernists’, were 
not aware that the debates in which they 
were engaged had long histories within 
other disciplines, they had to reinvent the 
wheel, as it were. It would be safe to say, 
for example, that |H)sitivism lingered on 
within anihrop<tlogy much after it was 
declared dead and buried within European 
and even American socii>logy - hence the 
continuing obsession with Che problem of 
objectivity and its equation with observa¬ 
tion and the ‘outsider’ perspective. As 
Srinivasan says, “...the problem of the 
subject in fieldwork needs to be located 
in the sociology of knowledge and not...in 
the ethnography of experience” ((> .“i.*)). 

This lack of theoretical development 
and philosophical sophistication can he 
attributed in part to anthropology's his¬ 
torical alignment with the natural rathci 
than the .social sciences. The emergence 
of fieldwork as social anthropology's 
re.scarch method par excellence was a 
product of its historical links with filth 
century natiiial history and science, and 
anthropology derived trom the latter an 
empiricist emphasis on ihc observation ol 
life forms in their natural settings | Kuklick 
1 W7|. The nuKlelhng of anthropology on 
the natyral .seicnces was influenced no 
doubt by the fact that its chosen subject- 
matter was the‘priinitivc’, a form of hunaii 
defined as outside of history and civili¬ 
sation and Ihcrefore amenable lo ob.scr 
vation in the same w uy as were plants and 
other animals. Ii was only much later m 
its history ihal ciuestions ol subjcclivily 
and ‘native models' came lo the fore. And 
it was even latei that anthropology's 
subjects began to l>e perceived as histori¬ 
cal agents with their own agendas, and that 
anthropology was recognised as an instru¬ 
ment of colonial domination of those 
subjects rather tluin of knowledge about 
them. Because of Ihcir scientific bent of 
mind, anthropologists were late in 
recognising the epistemological problems 
that arc inherent in the ‘participant-obser¬ 
vation’ method, and most anthropologists 
lacked the training in philo.sophy or hu¬ 
manities that might have pointed them in 
the direction of a solution. Thus, for 
example, mainstream Anglophone anthro¬ 
pology has not drawn significantly on the 
work of Weber on the question of .subjec¬ 
tivity nor on the debates on ideology and 
the sociology of knowledge that devel¬ 
oped out of Marx’s writings.' It is only 


recently that anthropitlogists have turnci 
to these traditions, and to history am 
philosophy, to scaich for new answers ti 
their dilemmas.’ T N Madan in his essa; 
confirms this view when he writes tha 
over the years ho has “...leaned mom atu 
more towards the humanities, and foutu 
social history and literature richer source; 
of inspiration in my unthroptslugieal worl 
than the natural or biological .sciencc.s .. 
I have also become increasingly conscioui 
of the significance of cultivating a philo 
sophical perspective in the sitecillc sensi 
of eompuralive ethics” (pp 15‘)-60). 

The problems that seem to arise out o 
the fieldwork tradition, then, have thei 
origin not in the methodology as such hii 
in the theoretical ixiveriy of the discipline 
a poverty which is exemplitied in anihro 
pology’s abiding devotion to the concep 
of culture. Although the question ol suh 
jeelive knowledge has been tied up will 
the idea of cultural differenee (the prob 
lem of knowing the other), most of tiu 
essays in this volume fail tocomeiotcnii; 
with the prohlematic status ol the eonceji 
of culture itself. Because the concept o 
culture has been extensively deeonstniclci 
and debated in recent years, few antliro 
pologisis now find it easy to use the tern 
except in inverted commas; yet most o 
the cuntrilnitors lo this volume coiuiiuu 
lo use ‘culture’ in the conveiilionul .seiisi 
- us a reified property of eominiuiilie> 
which defines and explains group difler 
enees. 'I'his ii.sage is iiiiplieit in phru.se; 
such as ‘iny culiiiie’. ‘other cultures' 
‘negotiation between cultures', and so on 
Here the iilcii that eulliire is the priinan 
.ixis of huiiMti differentiation is hatdb 
(lueslioned. Yet without this premise 
which is a philosophical (or, 1 would argue 
ideological) position and not a ‘scientifu 
truth', the major prohleiiis di.scu.s.scd ii 
this volume - intcrsubjectivily, the out 
sidcr-insider dilemina, or the quc.stion o 
the self and Ihc ‘other - disintegrate 
I'hupun does raise the <|iiostion of “'Vh.i 
is an ‘other’ culture and for whoin'.’' 
(p 10), but the emphasis on the politics ol 
location draws our attention away Iron: 
the problematic .status of ilie consiruclion 
of otherness (and selfliood) itself 

The basic question of ‘what is -m oihci 
culture' is addrcs.sed m two essays. 
T N Mailan provides an mieicsiing ac¬ 
count of his love allaii wiih anlhrojKiIngy 
over the years, m which he discusses his 
own struggle wiih the subjectiviiy-objec- 
tivily problem in the contexl of his e.arl> 
ficldwoik among rural Kashmiri Pandits 
The sage advice tendered by several pro 
fessors - that he should avoid IcKiking a 
Indo’ogical texts lest he compromise hi 


Economic and Political Weekly November 27, 1999 


33ft 



objectivity in the field - reveals the extent 
to which positivism and behaviourism 
doimiiated tlic aniliropology of the 195()s. 
Dissatisfaction with (hisupproachcxplains 
the trajectory of the Duinoiitiuit school of 
fridian sociology which, with Madan in 
ilic lead, integrated fieldwork (the objec¬ 
tive stance) with Indtilogy (the subjective 
viewi. But while Madan challetiges the 
itisidcr-outsider dichotomy in fieldwork, 
he letains the idea ofaiithiopulogy as the 
iiiuiiialinicr|)retation of cultures' (p I57j. 

Kirin Narayan’s essay, 'How Native Is 
a ‘Natisc’ Anthropologist?’ (previously 
piiiilished in Amcrirun Anlhroftolof^ist) 
eoiifionts the iiisidci-oiitsidei question 
direi'tly with legard to the deb.iic on the 
iclatne objectivity ol ‘n.itive’ versus 
loicign antiiiojvilogists. She aigues that 
ihe idea of the native anlhropologi.st is a 
colonial hangover that is no longer rele¬ 
vant ill this Iragiiicnted world, where 
identity is always made up ol a complex 
ot cultural .stiands which may be iinokcd 
111 diflcicnt coritcMs. She also suggests 
ih.it all antliropologi.sts are in c.ssence 
cultui:il hybrids tcgardless of their back- 
I’roiiiids. hecausc they belong “simiilta- 
ticoiisly to the world of engaged .scholar¬ 
ship and the w Ol Id ofevciyday life" (p 164). 
Bill her .irguinciii lor replacing the out- 
sidei ■iiisidei ilichotomy with the concepts 
ol en.itl'iij.' hybridiiy' and ‘multiplex 
subjectivity' is promised u|ron the same 
time worn assumption that humankind is 
comp, iscd of a c.italoguo of discrete 
cultiires, which arc then blended and 
iiitciwoveii within individual subjecti¬ 
vities through proce.s.ses of negotiation, 
polmcis.ition, iiiid so on. 

MaitiayeeChauillHiri'smtere.slingpiccc 
on the c.in.stiuciion of Asian .■\merican 
ethnicity among NBls in the US fore- 
groiinds the shppcrine.ss of the culture 
soiicepi by iltusliaiing its connection with 
ideiiiity p.>lities. The formation of ethnic 
ideniitv insoKos the objectification of 
culture, which is pic.siimed to be shared 
by tttemhers of the in-group. But this 
'sharing’ involves acts of inclusion and 
exclusion in which even unwilling repre¬ 
sentatives of ’Indi.iii cultuic'. who have 
nothing to do with these identity politics, 
arc roped in as ethnic kin. In the aeavicmic 
woihl, another kind of cultural politics 
holds sway, as when intellectuals from the 
non western win Id are forced to perform 
as •.iiherness machines’ (p 211). C'haii 
diuiri’s discussion rai.ses a question of 
great relev .nice today in India; who defines 
a ' 011111111 ’' or eommuniiy and who decides 
w'ho IS included in that culture (or eoin- 
niiiiuiy, or n.'iiion)? ‘Indian culture’ in 
ihcAincitc.m context is a product of 


multicultural isi discourse which has arisen 
withiti a particular political system, rather 
than .something that is brought along a.s 
part of immigrants’ baggage. Worthy of 
further discussion w'ould be the re-cxpvirt 
of this ‘Made in /Xmcrica’ ‘Indian culture’ 
hack to India and its positive reception 
among certain classes. 

Veena Das’ essay points to another hole 
in the coiu cpl ol culture. She argues that 
aiithro()ology has used culture theory to 
’render other .societies knowable’ by dis¬ 
covering Older within chaos (p 42). By 
emphasising the rational kernel within each 
cultural I irdcr, aiUhropulogicul entjuiry has 
largely ignored violence, irrationality, the 
dark side ol human nature. She points out 
that the anthropological quest to under¬ 
stand 'olhei cultures’ contains within 
it the threat -vf scepticism because it 
destabilises one’s faith in the rationality 
of one’s own world- view. “Thus an an¬ 
thropological engagement with other so¬ 
cieties comes to meet the unknown or 
unacknowledged u.s|)ecl.s of one’s own life 
nreei.scly at the point when one begins to 
allow that the scepticism about the othci 
worlds we have cncounteied need not be 
met only by objectifying and translating 
theii concepts into an agreed rational 
language" (p 48). Das goes further than 
most of the other contributors in attacking 


the problem of subjectivity at its root - 
the idea of culture as an ‘objective’ and 
socially definitive reality. And as several 
others have recognised, this is where we 
must begin if we want to reconstruct an¬ 
thropology as a humane and committed 
social science - not with endless reflec¬ 
tions on intcrsubjcctivity in rc.seurch and 
writing but with a hard look at theory and 
its con.scqucnees. 

Note.s 

1 The deep institutionni split between 
unthnvpolugy and .sociology in the US and the 
UK is another facet of this problem. The 
und'ieuiion ol these disciplines in India, as well 
us the rcpKKiuclion of positivism and lack ol 
lhcoicliv.il dcvelopmeni in Indian sociology/ 
aniliropology, are discussed by Siinivu.saii. 

2 Bill I must poim out here lliat Ihc debate about 
whether Jiilhropology is a science su!l rages 
vvilhin Aniericaii aiillirojiology, and that the 
posiUvisl coneeplion ol ohjeclivily contiiiiie.s 
Id reign supreme wilhin nnieli of Indian 
unllito(x>lopy as well - a volume .such as this 
being Ihe excepiioii rather than Ihe rule. 
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Economic Reforms and Foreign TVade Policies 

Case Study of Apparel and Machine Tools Industries 

Shuji lichikawa 

Thi\ article analyses the impact of economic reforms on industrial growth and structure. Some economists 
iirfiuc that regulations hy the government distorted the market mechanism and made import substitution 
industries profitable. In this view, investment has shifted from import substitution industries to export 
industries after deref-ulution and trade reforms. The article examines this view hy comparing two industries: 
the machine tool industry, which is mainly an import-substitution industry: and the apparel industry, which 
is an export-oriented industry. As far as we can conclude from the .4.S7 data, capital has not shifted from 
import substitution industries to export industries after economic reforms. It seems possible to suggest that 
industries suppiving the domestic market, rather than e.xport industries, contributed to increase in industrial 
production. 


IN IWl the i’,(tvenimciU of India chantiod 
inacro-coinoniic|X)licyicginic lldcpartcd 
from the strategy ot state intervention 
and import .substitutioii and liberalised 
mdii.sirial licensing. A.s a result, eonip- 
anies can divcisily then priHluciion and 
build and e.xpand theii capacity without 
excessue lesiriclioiis. I'oieign trade 
policies have also been liberalised. ■I'hc 
negative list of licensable imports was 
substantially shiunk aftei the l.ibeiahsed 
I'ixchange kale Managemeiil .System was 
iiilrtKluccxl in IWZ. hi 1W7. tta'government 
has agreed to pha.se out i|unntitative 
lestriction within six yeais Irom lW7-‘>8 
This article analyses the impact of the 
ceonomie reforms on industrial growth 
and sti ucture. .Someeconomists argue that 
regulations by the government distorted 
the tiiarket mechanism atid tnaile import 
substitution industries profitable 
[Hhagwati and .Sriiuvasan ld75|. In this 
view, investment has shifleil from import 
siibslituiion industiies ioex|Hirl industries 
after deregulation and trade reforms. The 
.iiticle examines this view by eomparing 
two industiies- the machine tool industry, 
which IS mainly an import substitution 
industrv; and the apparel industry, which 
IS an export-oiiented industry. The article 
shows that the perloimance of these two 
industries forms a contrast. The former is 
showing a mixed piiluie ol growth and 
recession, whereas the latter is growing 
constantly after economic lelornis How- 
evei. as far as one can measure, there i-, no 
stiong sign of investment shifting tow ai ds 
export oriented industries. In that sense. 
It is the domestic market tltat has played the 
ilommant role iti recent imiustrial grow th 

1 

Keonomic Reforms and 
Foreign Trade 

t he (lull war led to a sharp increase in 
world oil pnees and import bills rapitlly 


lose while trade deficits widened. Short¬ 
term eretlii began to dry up. The volume 
of medium-term commercial btirrowings 
went down and net ouillows of non-resi¬ 
dent Indian deposits began. Finally, for¬ 
eign currency assets hud dccitned to 
Ks 2,.1K.1 cnire at tlie end of Jutte I‘W1, hirel) 
enough to finance two weeks of imports. 

The government look recourse to the 
IMF' by drawtng about US $ 2.5 billion 
in IWl and l‘W2. Tilts was a turning 
point. 'I he govcriimcnl of India started 
following, almost step by step, the typical 
IMF' World Uankstabilisalion-eum struc¬ 
tural adjustmeiit package | Kay fiW;21(il |. 
The rupee was devalued by 18 [ler cent 
against niajor currencies in July l‘WI. In 
l‘W2, dual exchange rate regime, which 
consisted of olfieial and market exchange 
rates, was introduced under after 
Uiberalised I'.xchangc Rale Management 
Svstem. At the same time, many import 
Items ol raw material, capital gotuls and 
iiitcimediate goods were shifted fioni 
restricted li.si ioo[ien general licence (Of jI- j 
list. Moreover, the exchange rate was 
unified and exchange restrictions on 
im|xirts were removed through the abo¬ 
lition of foreign exchange budgeting in 
1W.1. In .Augu.st 1^)94, the final step to¬ 
wards current account convertibility was 
taken by acceptance of the obligations 
under Article N'lll of the IMF', under which 
India is ctimmitled to forsake the use of 
exchange restrictions on current inter- 
nulional transactions as an instrument in 
managing the balance of payinetits. The 
changes of c .change rate policies made 
the exchange rite of rupee against the 
US dollar depreciate from Rs 17.‘)4 per 
US dollar in 1990-91 to Rs .4.3.45 in 
1<>95 ‘)(i. Rs 4.3.20 on July 20. 1999.* 
rite iiulusirial licensing controls have 
hcen swept away since 1991. The number 
of iiiiiiistnes 111 respect of which industrial 
licensing remains was reduced to six in 


i 998.* The number of industries reserved 
for the public sector was reduced to four 
in 1998.’ Policy toward foreign direct 
invcstntcni (F'DI) was liberalised in 1991 
to (icniiil automatic approval for FDl up 
to 51 per cent equity in the priority indus¬ 
tries. The number of priority industries 
inereased to 48 in 1997. Besides, auto 
matic approval for foreign diiect invesl- 
mciu up to 74 percent equity was allowed 
in nine industries in 1997. 

During the 1980s, the government de¬ 
pended on domestic borrowing and exter¬ 
nal commercial boiTowing to finance ris¬ 
ing budget deficits. Consequently, inter¬ 
nal payment ro.se. The government had to 
curtail its investment to reduce fiscal 
deficits and encourage private invcstincnl 
I'v relaxing regulations. A series of eco¬ 
nomic reforms isconcemed with the supply 
side, in an endeavour to raise the rate of 
grow th of output. They have three objec¬ 
tives. The first is efficient resource alio 
cation through the market mechanism. The 
role of stale intervention is reduced. The 
second is to shift resources from the public 
sector to the private and from import 
competing activities to export activities. 
The third is increasing the degree of 
openness of the economy to expose do¬ 
mestic firms to international competition 
further. The underlying assumption is that 
industrialisation based on import substi¬ 
tution and state intervention led to in¬ 
efficient resource al location and utilisation 
[Nayyar 199.3;6.39|. 

Foreign trade policies had a bias in favour 
of import substitution. A summary measure 
of the incentives can be given hy compar¬ 
ing the purchasing jxiwer parity-effective 
exchange rale (PFF-EER) for imports and 
exports, which shows the real rupees that 
can be earned by producing a given import 
substitute orexport product."* J N Bhagwati 
and T N Srinivasan (1975:46-49) e.stimatcd 
that the purchasing-power-parity cffcc- 
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live exchange rate for imports was consis¬ 
tently higher than that for exports through¬ 
out the 1950s and 1960s. An estimate by 
M Wolf (1982:66-67) al.so pointed out the 
same trend in the 1970s. The rapee rate 
had been overestimated up to 1992. 

The regulation of investment by indus¬ 
trial licensing in the market protected by 
import re.striaion had discouraged com¬ 
petition among domestic firms. The study 
by Bliagwati and Srinivasan (1975:177- 
83) shows production costs in India were 
much higher than international standard. 
Competition had not been sullicienl to 
provide an inducement foi technological 
imprt'vcmcnt and change. The level ol 
investment tn R and D had not been enough 
to make for innovations and technological 
progress [Ciol nd:56|. The scale of capac¬ 
ity m Indian linns had been below inter¬ 
national standard. It means the Indian 
inanufactiiaTS had not enjoyed economics 
of scale. 'Hie regulation on investment by 
industrial licensing and the Monopolies 
and RestrictedTrade Practices Act (MRTP 
.Act) had been pointed out as the reason.'’ 

It was ex|K'cted that economic retonns 
would lead to increase of exjjorts and 
impros'cnient of trade balance. In spite of 
depreeiation of rupee rate, imports have 
risen i apidly. Trade deficits increased from 
US S 1.546 million in 1991-92 to U.S 
$ 6..39« million in 1997-98. In the first 
half of the 199()s. imports of capital giHHls, 
particularly non-electncal machincr>', grew 
( Table 1). There are tliice reasons. In the 
first place, Indian manufacturers iniro- 
diiced advanced technology to meet inter¬ 
national competition. .Second, ml low ol 
I'DI rose. When joint venture companies 
are set up, they have foreign currencies 
from the beginning. As they have strong 
connecti*'!! with headquarters, they are apt 
to import capital goods from their own 
countries. Third, import duties were re¬ 
duced and regulations on imports of capi¬ 
tal goods were relaxed. However, imports 
ol capital goods have decreased since the 
onset of industrial stagnation in 1996-97 
In 1997-98, imports of iron and steel and 
chemical elements and compounds from 
cast and south-east Asian countries in¬ 
creased. They gained price competitive¬ 
ness because of depreciation of their cur¬ 
rencies after the currency crisis. 

Although exports grew in the first half 
of the 199()s, they have stagnated since 
1996-97. While the share of agriculture 
and allied products in total exports de¬ 
clined sharply during the 1980s, the share 
of gems and jewellery rose during the 
same period (Table 2). Exports of chemi¬ 
cal and allied pruduct.i have grown con¬ 
stantly during the 1980.S and 1990s. Ex¬ 


ports of machinery, transport and metal 
manufactures increased because of rapid 
increase of software exports. India's ex¬ 
ports of software grew from US $ 225 
million in 1992-9.3 to US $ 1.085 million 
in 1996-97. They are estimated to be US 
$ 1.8 billion. The \aluc is worth 5,3 per 
cent of exports in 1997-98 (homepage of 
NAS-SCOM<http;//www.na.sscom.org>). 
Ex|Kirt.s of cotton \arn. fabrics made-ups 
rose after ecoiioimc reforms. However, 
new' export industiies have noi tlcvcloped 
in the I99()s c.xccpi software I Mehta 
1997:78.31. 

II 

Impact of F.cunuinic Rcf»rm.s on 
liulusirics 

The removal ol indtiMrial licensing and 
import hbcrafisatioii liavc had an impact 


on Indian indu.strics. lndu.strywi.se data on 
the hasisuf two-digit cla.s.sificationisavail- 
able from Annual .Survey of Industries 
(ASl), which covers all factories tegi.s- 
lered under the Faclviries Acl 1948, em¬ 
ploying 1(1 or more workers and using 
(Hiwei and those employing 20 or more 
woikcrs but not using power. Many units 
restrict official numbers of workers below 
10 01 20 to avoiil application of I'aclorics 
Act. The imorgam.scd .sector i.s not covered 
by tlie survey. Another problem of ASl 
data IS uiideicsiimation of fixed capital. 
In India small-scale units :iie defined by 
invesimeni on machinery and equipment. 
M.iny small-scale units iire apt to undei 
slate theii mvesimenl within the limit to 
be classified as small scale units. As 
scheduled items ate reserved for small- 
scale industries, when the amouiil of 
investment on machinery and eqiiipmeiu 
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exceeds ihe limit, the units lose access to 
ihe (Idmesltc market.'’ lit spile of limit of 
covet age and distortion and underestiina- 
tioti ol data, .X.SI data is iiselul to analyse 
trends ol nnlustries. 

lalilf ) shows the shares ol industry 
■•lotips categorised on the basis of two- 
digit ilassitication in value added and 
gloss li.scd capital formation (fiFCF) of 
total manuliicturing industries. Cirowili 
lales o( value added from 197.3-74 to 
and ol (II Cl' from l979-«t) are 
lalculated. Value tidded is dcrtlateil by Ihe 
whole.sale inde.s of each industry group in 
l‘)7l)-71. IS dcflaled by the whole¬ 

sale index of machineiy anil machine tools 
III 1970-71. (irowth rates of value added 
anti (il•('|• aic based on semi-logarithmic 
time trends. When log Y (t -t- (it is 
estimated ovei the (Htiiod. the regression 
iiadrieicnt (i yields an estimate of the 
aiiniiiil compound giowth isite. rcMilc 
pioducts including wearing apparel, liasu 
chemical :uul clieniical products except 
priKlucts ol |>elioleum and coal, metal 
piodiicis and parts except inachineiy and 
et|uipnicn( and traiisiiort ei|Uipinenl and 
pails raised then sh.tie m value added and 
(il'CI' between l‘)9() 9| and l'.i95-9(i. 
I'lieir anniial eiowtli rales td value added 
and (il't 'F also aic highet than S pci cent. 
Howevei.iheseloni indiisiiy gioiipsgrew 
even before economic reforms, lixccpl 
value adilcd ol metal prothicts and (iFX’l- 
ol basic chemical and cheiiiical products 
and transport ec|uipiiieni. the shaics tif 
xalue added aiiil I il'CI' rose even before 
economic reltirins 

In investigating the issue ol whether 
iheie wiis aceeleration in die growth rate 
ol \aliie ailded .ind (il-t'l' allei economic 
leltii ins.tluminy \ ari.ibles are used loallow 
btith ihe niteicepi ami the slope to be 
dillerent in Ihe post-ecoiionnc rcfoiin 
pel iod. 'riius we esiiniale a l> pieal icgres 
Sion ei|uaiioir 

log y = (/ I (I'D + (!i i. (i'l)i 
where O is a dunnnx 'siriable xx ith xallies 
eipial lo zero foi the xears up to 1990 91 
and one ihetealtei The eoeflieieni of the 
multiplieatixe iluniiny (eini, [V. if ii is 
giositive and signilieam, shoxxs dial dieie 
xva.s aeceleraiion in die gioxxdi tale in the 
post eeononiic relonn [K-iiod. We could 
gel MX Mgiii fieani eijiial ions on X able added 
liom 197.T74 to 1995-96. Table I shows 
tliiit value added ol all si.x indiisiries groups 
xv,is adversely alfecled by bahinee of 
(laxmeiUs erisis in 1990, However, it was 
a passing phenomenon and all industries 
rc'xoxered to the level in 19x)0-91 belxire 
199.3 94.Theirgn)xxthralesofvaliieadxled 
aeeoleralcd alierceunoinie relorms. Simi¬ 
larly, xvv could gel SIX .sigiiilie:ini x‘i|ua- 


iions on xjfc-r irom lytv-ow lo ivy:)-yo. 
Tabic 5 shows that Ihe GFCF of six in¬ 
dustry groups tulloxx'cd the .same trends. 
It was adversely affected by balance of 


payments cnsis in ivyij, dui rccovcrea to 
the level in 1990-91 before 1993-94 and 
the growth rates accelerated after the 
economic reforms. 


Tami. 1- .3; rii.xs(,i 1)1- Imm.xtkvxvisi Shari is Vai cl Anucu and Gkus.s Fixlu CxpirAL Formation 

{Per cent) 
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Figure 1; Value Added of Chemical iNnusntiES (1981-82 Prices) 
(Rs lakh) 



— Industrial organic and inoiganic chemicals 

-— Fertilisers and pesticides 

-Plastics in primary forms 

.Drugs and medicines and allied products 

-Man-made fibre 

Source: Government of India, Annual Survey of Industries (various issues). 


To conclude, value added and GFCF of 
four industry groups; apparel, chemical, 
metal products and transport equipment 
have grown throughout the 1980s and 
their growth rates of value added and 
GFCF in the 1990s. 

Chemical, metal products and transport 
equipment industries mainly cater to the 
domestic market. Although classiftcation 
and coverage between ASI and Monthly 
Statistics of Foreign Trade [Gol 1997] are 
different, we can get a rough idea by 
comparison of both figures.' ASI data 
excludes the unorganised sector, which is 
playing an important role in exports. While 
exports of transport equipment were Rs 
3,()88 crore in 1995-96, its output value 
in the same year was Rs 47,664 crorc, i 
c, the share of exports in total domestic 
production was 6.5 per cent in 1995-96. 
After economic reforms, many foreign 
two- and four-wheeler manufacturers en¬ 
tered the Indian market. It is reflected in 
the rise of value added and GFCF in trans¬ 
port equipment. Main export items of 
chemicals were organic chemicals, phar¬ 
maceutical prixlucts and dying, tanning 
and colouring matter. Organic chemicals, 
pharmaceutical products and dying, tan¬ 
ning and colouring matter accounted for 
33.9 per cent, 24.7 per cent and 14.8 per 
cent respectively of total exports of chemi¬ 
cal and allied products in 1995-96 [Gol 
1997]. Total exports of inorganic chemi¬ 
cals, organic chemicals and dying, tanning 
and coloring matter were Rs 4,690 crore 
in 1995-96. As output value of industrial 
organic and inorganic chemicals was 
Rs 12,158croreinthesameyear,theshare 
of exports in total production was 38.6 per 


cent. Although the rise in exports of 
chemicals is noteworthy, the share is 
overestimated because ASI data does not 
cover output value by the unorganised 
sector. After economic reforms fertili.sers 
and pesticides, plastics in primary forms 
and man-made fibre have led production 
of chemicals (Figure 1). The removal of 
industrial licensing and import 
liberalisation may have encouraged com¬ 
petition in the domestic market and ex¬ 
pansion of capacity to take advantage of 
scale economics. Apparel is an export- 
oriented industry. While exports of ap¬ 
parel were Rs 12,295 crorc in 1995-96, 
output value was Rs 15,087 crore in the 
same year, llte share of exports in total 
production is 81.4 per cent However, as 


apparel is reserved for small-scale Indus 
try. the share is overestimation. We .shal 
analyse development of the apparel indus 
try in the following chapter. 

Ill 

Development of Apparel Industry 

India's exports of apparel have ri.ser 
rapidly since the 1970s. In 1970-71, they 
were US $ 3.9 million and their share ir 
India's total exports was only 1.9 per cent 
In 1980-81, they were US $ 6.96 millior 
and their share was 8.2 per cent. In 
1997-98, they were US $ 3,776 million 
and 9.6 per cent. Although total exports 
have .stagnated from 1996, exports ol 
apparel arc growing constantly. Table t 
shows the share of India's exports in the 
international market. In spite of the loss 
of market in Hong Kong and South Korea 
due to rise of wages. China increa.scd her 
share considerably. India's share grew only 
marginally. 

Let us examine why India could main 
tain international competitiveness. The first 
factor that comes to mind is relatively 
lower wages in India. l.X)W wages are an 
important factor of comparative advan¬ 
tage in the apparel industry because the 
weight of wages in value added is high. 
Table 7 compares hourly wage rates of 
sewing machine operators in main export¬ 
ing countries in 1991 and 1997. India's 
wage rate is the lowest. India's wage laics 
in dollar value have less risen between 
1991 and 1997 because of depreciation of 
rupee after economic reforms. When we 
take the rapid rise of wages in newly 
industrialising economies (NIEs) into con¬ 
sideration, India's advantage becomes 
clearer. While the shares of Taiwan and 


Tahif. 5; Result of Reuression on Gross Fixed Capital Formation 
(Uependiinl vanable- GFCF of industry groups from 1979-80 lo 1995-96) 
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30 
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9.302 

6.201 

9.024 

10.001 

7.714 

9 011 


(85.59) 

(48.98) 

(38.80) 

(89.79) 

(65.14) 

(78 28) 
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-2.787 
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0.225 
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0.406 

0.203 

0..t06 

0 165 

(3.900) 

(3.228) 

(3.283) 

(.3.425) 

(4.867) 

(2 688) 

R^ 

0.886 

0.965 

0.699 

0.912 

0 936 

0.879 

SE 

0.177 

0.206 

0.378 

0.181 

0 192 

0.18T 


Notes: Group 23 - cotton textiles; 

Croup 26 - textile products including wearing apparel, 

Group 28 - paper and paper products and printing, publLshing and allied induslnes; 
Group 30 - basic chemical and chemical products except products of petroleum and coal; 
Group 3-* - metal products and parts except machinery and equipment; and 
Group 37 ~ transport equipment and parts 
Figures in parentheses indicate i-staiisiics. 

*insigniricant at 5 per cent. 
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South Korea have decreased in the 1980s 
and 1990s. India’s share has risen. Exce|>- 
tionally low labourpnxluctivity maycurtail 
the advantage of low wages. Table 8 
compare.s value added per person per annum 
and value added per unit wage between 
Hong Kong and India in 1993. Although 
labour productivity was much higher in 
Hong Kong, value added per unit wage 
was higher in India. It can be concluded, 
ihereforc, that even after we con.sidcr low 
labour productivity. India still had an 
advantage over Hong Kong at labour costs. 

Second, the Indian apparel industry has 
easy access to a great variety of fabrics. 
7'hc Indian textile industry consists ot 
handUM>m. powcrioom and mill sectors, 
producing cotton, blended and man-made 
fibre material of various qualities at dif¬ 
ferent ci'sts. Thousands of varieties of 
fabric are indigenously available to suit 
changes in consumer preference and fa.sh 
ion. It is difncult to use imported synthetic 
and blended fabrics in the manufacture of 
apparel, because the limited time avail¬ 
able to cater to seasonal fa.shions and 
designs does not jrennit their import on 
an appreciable scale if export schedules 
have to he met (Gol nd:271. In 1997, 
women's dresses and lady blouses which 
are sensitive to fashion change accounted 
foi 26.4 per cent of exports to the US and 
2.’' 7 per (ent to the FU. 

Third, the Indian export apparel indus¬ 
try has developed an export-oriented struc¬ 
ture. It is important fur exporters to change 
products in tune with fa.shion trends. 
Flexible prtnluction process is more im- 
Itortant than investment in production 
equipment. Except some big firms, cx- 
jxirters have made large-scale invc.stment 
in capacity and theircapital scale is small. 
Most exporters concentrate on exports and 
dr) not supply the domestic market. A 
sample study conducted by the Trade 
l)evelopm''nt Authority in 1985 contained 
profiles ol 194 leading manufacturers and 
exporters. Exports of tlic.se firms taken 
together accounted lor 51.84 per cent of 
India’s exports of apparel during 1983-84. 
Among the 194 firms, 124 were totally 
export-oriented units (TDA 1986:8-9). 
This is in sharp contrast with the industrial 
structure of the cotton textile and man¬ 
made fibre textile industries (Uchikuwa 
1998:39]. As India's exporters have 
specialised in spring and summer wear, 
their production concentrates on a specific 
period. 

Many exporters arc sub-contracting. 
Sub-contracting is the most appropriate 
way to produce seasonal apparel for ex¬ 
port within a short period and keep pro¬ 
duction costs of the parent firm low. 


Average daily earnings of workers in 
apparel factories itt Mumbai and Delhi are 
much higher than other areas.^ Contacting 
units located in suburban areas of these 
cities arc employing seasonal labourers to 
keep wage costs low and they have de¬ 
veloped fast. When we look at regionwise 
apparel exports in 1997, Delhi and Mumbai 
accounted for 35.5 per cent and 24.47 per 
cent respectively. Seastmal labourers come 
down to the cities during slack agricultural 
periods and return to their villages fur 
sowing, harvesting and festival seasons. 
There are some overlaps between the agri¬ 
cultural and industrial cycles. Thcexportcr’s 
bu.sy pcr'od is just beginning after harvest 
is over in October and November [Kumar 
1998:77-78]. 

If Indian apparel industry has inter¬ 
national competitiveness, its export per¬ 
formance depends on trends of demand 
in the intcmutional market. Developed 
countries have imposed quota restriction 
on exports from develop! ng countries after 
a long-term arrangement (LTA) was agreed 
on in 1962IGATT1963]. In 1974, ‘arrange¬ 
ment regarding International Tiade in 
Textiles’, commonly known as the multi¬ 


fibre arrangement (MFA), was concluded 
to include man-made fibre textiles in its 
coverage (GATT 1974], According to the 
LTA and the MFA, importing countries 
could decide quotas on the basis of the 
past import performance of each country. 
If an exporting country, that has export^ 
a small amount to an importing country 
in the past gets large amount of orders 
from the country, the export country can¬ 
not fill all the orders due to quota restric¬ 
tion. On the other hand, if an exporting 
country that has exported large amounts 
to an import country gets only low value 
of orders from the importing country, the 

Table 8: Laboiik Productivity in Appakei 
Industry, India and Hong Kong, 1993 

WSS) 

I,ab()ur Productivity India Hong Kong 

Value added p«'r (icrson 
per annum 3,933 16,282 

Value added per unit wage 8.36 1.50 

.VDiirte: Uovcrniiient of Hong Kong. Himx 
Al'd/h*'.) Manufacturing Industries t99<>. 
pp 72-73. 

Government of India, Annual Survey of 
Industries 1993-94. 


Table 6; Apparfi Traop id Main 1-.xpokting Cohn ikies 

{US S million) 


Country 

1980 

1985 

1990 

1995 

China 

1,625 ( 4.0) 

2,4.50 (5.0) 

9,669 

(9 1) 

24.049 (15.2) 

Hung Kung 

4.976 (12.3) 

6,718 (13.7) 

1.5,406 (14.5) 

21,297 (13 5) 

Italy 

4,584 (11.3) 

5,31(1 (10.8) 

11.8.39 (11.1) 

14,036 ( 8.9) 

Germany 

2,882 (7.1) 

2.865 ( 5.8) 

7,045 

( 6 6) 

7,-384 (4 7) 

US 

1,263 ( 3.1) 

761 ( 1.5) 

2,565 

( 2.4) 

6,651 (4.2) 

Turkey 

131 (0,3) 

1,208 (2..5) 

3..331 

( .3.1) 

6,119 (.3.9) 

France 

2,294 (5.7) 

1,9.35 (3.9) 

4,671 

(4.4) 

5,621 ( 3.6) 

South Korea 

2.949 ( 7.3) 

4,450 ( 9.0) 

7,879 

(7.4) 

4,9.57 (.3.1) 

UK 

1,878 (4.6) 

1.516 (3.1) 

3,042 

( 2.9) 

4.649 ( ? 9) 

Thailand 

267 ( 0.7) 

573 ( 1.2) 

2,817 

(2.6) 

4,620 ( 2.9) 

India 

390 ( 1.5) 

914 ( 1.9) 

2.530 

( 2.4) 

4.110 (2.6) 

Portugal 

631 ( 1.6) 

1.014 (2.1) 

3.491 

( 3..3) 

.3,649 ( 2.3) 

Indonesia 

98 (0.2) 

3.39 (0.7) 

1,346 

( 1.3) 

.3,367 ( 2.1) 

Taiwan 

2,430 ( 6.0) 

3,499 (7.1) 

3,987 

(3.7) 

2,767 ( 1.8) 

World 

40.590 

49.200 

10,6450 


15.7880 

Notes: 

in parentheses indicate percentages. 




Figures 

of ilong Kong include le-cxports 




Souric-. GA1T, International Trade, (various issues). 





Tabu; 7: HouRL) W xge Rates ir Sewing MAniiNE Operators 







(US X) 

Country 

October 1991 

October 1997 

Indi.i 

0.07-0.16 

Minimum 

0.09-0.24 


Minimum 

t'hin.i 

0.19-0.28 

Average 

0.48 


Average 

Hong Kong 

0.12 

Average 

3.67 


Average 

Mexico 

0.63 

Minimum 

0.48 


Minimum 


Data of wage per day and hours worked is available in India. For Hong Kong and Mexico, 
only daia on wage per momh is available and wage per hour was calculated on the 
asMimpiiim that labour hours per month are 180. Since wages in each country are expressed 
in Its euirrncy, they were converted to US dollar, based on the exchange rates of October 
IVUi and October 1997 

.Sources- U.(l. Snmstics on Occupational Wages and Hours of Work and On Food Prices, 1992 and 
IWS 

IMP. Intel national Finance Siaiistics, December 1992 and December 1998. 


M-142 


Economic and Political Weekly November 27, 1999 



exporting country cannot fill its export 
quota. As fa.shion in apparel changes each 
season, the gap between quota and order 
occurs in many cases. It is difficult, there¬ 
fore. to fill quous when quotas are finely 
categorised. The US and the EC have 
restricted imports from developing coun¬ 
tries by dividing quotas into greater num¬ 
ber of categories since 1977. 

Let us investigate the effect of the MFA 
on India's apparel exports. As the opera¬ 
tion of the MFA has induced successful 
developing country exporters to shift to 
items of .supcriorquality that ensure higher 
unit value realisation, the role of import 
duties has been enhanced. Nevertheless, 
quantitative restrictions in the form of 
quotas have been the most significant trade 
barriers in textiles |Chattcrjce and Mohan 
1993:M-1141. Table 9 shows that the rates 
of quota utilisation in the US have been 
near or over 100 per cent in both sensitive 
and non-.sensiiivc items. In 1997. exports 
of total restraint items accounted for 81.1 
per cent of total apparel export.s to the U.S. 
The situation is similar to that in the HU. 
Ihe utilisation rates have been near and 
over 100 per cent (Table 10). In 1997, 
exports of total restraint items accounted 
tor 70.8 per cent of total apparel exports 
to the EU. We can ctmclude, therefore, 
that the MFA has restricted increase in 
India’s apparel exports to the US and EU. 

I'he MFA regulates not export value but 
export quantity. Therefore, if Indian ap¬ 
parel industry shifts its export comptisi 
lion to higher unit value realisation items, 
it can increase export value. However, 
average unit value realisation has barely 
improved from US $ ,3.61 in 1987 to US 
$ 3.74 in 1997 (Apparel Export Promotion 
Council <http;//www.acpc.com>). It 
.show.", not on ly tl^t export costs expressed 
in UvS dollar value have not risen because 
of depreciation of the rupee but also that 
Indian apparel industry has neglected 
diversification of product composition. 
India's exports concentrate on low price 
range. Consequently, Indian apparel in¬ 
dustry could not expand its market share 
in the international market. 

The MFA is in a transitional stage. The 
Uruguay round of multilateral trade nego¬ 
tiations came to the agreement on textiles 
and clothing. It decided to phase out quota 
restrictions in order to bring the textile and 
apparel sector in line with GATT over a 
lO-year period. The new agreement calls 
for integration of 16 per cent of imports 
in 1990 into GATT in 1995, 17 per cent 
in 1998, and 18 percent in 2002, with the 
remaining 49 per cent to be integrated at 
the end of the pha.se-out period, in 2005. 
After 2005 developed countries will not 


be able to impose import quantitative 
restriction except .safeguards based on 
Article 19 of the GATT. 

Besides, there is a possibility that the 
emergence of regional blocs such as the 
NAFTA and the EU may adversely affect 
the exports of textiles from countries that 
arc not members of these bltKs (Mehta 
1996; Ramaswainv and Gereffi 19981. 
Mexico and Caribbean Basin Initiative 
(CBl) countries have enjoyed Ivnctiis of 
9802 tariff provision, which provides a 
duty exemption for U.S-made components 
returned to the U.S as parts of articles 
assembled abroad. In 1986. a s^iecial access 
programme wa.v set up for CBl countries 
within the framework of 9802 provision. 
Under the progiainine apparel assembled 
ill participating countries from fabric both 
made and cut in the I IS is eligible to enter 
under preferential quotas known as gutir 
anteed access levels (GAI.s). In 1994. the 
NAIT.\ vvasenacicd. Underihe NAFTA, 
apparel and other text ile articles a.ssembled 
in Mexico and Canada from US-iiiade and 
-cut fabric may enter free of duty ami 
quota. On the other hand, as Asian coun¬ 
tries are not involved in prtKTssing deal 
trade of apparel with the US, full import 
duties arc imposed on their import and 
their imports .ire regulated by the MFA. 
Therefore, Asian countries are at a great 
disadvantage in the US which is the big¬ 
gest apparel importing country. As a re¬ 
sult while exports from Mexico have 
grown rapidly from U.S .$ 1,894 million 
ill 1994 to II.S $ .1,928 million in 1997 and 
her share in the U.S market rose from 4.7 
per cent to 11 per cent during the same 
period, share of Asian NIF..S .such as Hung 
Kong. Taiwan and South Korea h:is de¬ 
clined (Table II). However, India main¬ 
tains her share. 

As ineiitioned before, wages of apparel 
labourers in India arc below half of the 
wages in Mexico. Even when the diffci- 


ence in labour productivity is taken into 
consideration. Indian apparel industry has 
an iulvantagc over Hong Kong's industry. 
It is possible to suppo.se that there is no 
big difference in labour productivity be¬ 
tween Hong Kong and Mexico. Indian 
manufactumrs have the advantage of lower 
wage over Mexican manufacturers. On the 
other hand, the latter have the advantage 
of low'd transport costs and exemption of 
import duties. Moieover. Mexican manu¬ 
facturers have close contacts with their 
American counteiparts. they can adju.st 
themselves to fashion changes in the 
American market quickly. However, only 
when fabrics are made and cut in the US. 
can Mexican manufacturers enjoy exemp¬ 
tion of import duties. If Indian fabrics arc 
much cheaper than American giMnls or 
offer variety, exemption ol import duties 
under the N AITA regiitic is mit disadvan¬ 
tageous to Indian inumilacturers. 

We shall compare mum export items of 
Indiii and Mexico in ordei to see whether 
Indian goods and Mexican goods are 
eoni|K‘ling in the U.S market (I'ablc 12), 
'Ihe main items from India are cotton 
men's knit shirts, cotton men's non-knit 
shirts and cotton women's non-knit shirts. 
On the other hand, ctitlon men's and 
women’s trousers, cotton men's and 


Tmiii It) AoiiKKiMi Kaos (ii. Quin A 
tlllllSAIKIN IN AmKI.I . r.ll 

f/x/Jt'/i /tircrii) 


Year 

Level 

Sliipiiienl 

Passed 

Utilisalion 
(Per Cent) 

1 W2 

171 

lfi7 

•)7.7 

IWt 

ISO 

IS4 

102.2 

IW4 

IS7 

201 

I07..S 

inns 

271 

2 ‘).S 

lOS.I 

I'm 


.tn 

100 4 

vm 

.too 

.112 

104 0 


.SoHiif Apparel l-.xporl i’roiitolitin Ciiiineil. 
Iliiililhook I'l h'xpnrt Slalt\lH.\ (viinous 
i.ssues) 


'I Aiii 1 *); AriOKkUAtr Kaii s oi Oi urA II'iiii.saikin is Amx rm . US 

(ImUi M/uin ' mi'iii il 


Year 

.Sensitive lleni' 


Non-Sensilive lleiiis 

txvcl 

.Shipment 

Passed 

llulisalinii 
(Per Cent) 

level 

Shipmeiil 

Passed 

I'lilisalioii 
(Per ('em) 

mf) 

95 

9{, 

lot 1 

28 

)X 

135 7 

1987 

87 

l(X) 

114.9 

t4 

41 

120 6 

1988 

W1 

100 

III 1 

5.3 


l')l.9 

1989 


107 

11.5.1 

63 

(.7 

106. t 

1990 

•)8 

103 

105 1 

70 

84 

120.0 

1991 

103 

112 

108.7 

7(j 

9.5 

125 0 

1992 

146 

158 

108 2 

55 

.58 

105.5 

1993 

153 

148 

<7(1.7 

6 i 

6t 

lUO.O 

1994 

194 

2tX) 

103 1 

.54 

47 

87.0 

1995 

208 

217 

I04..t 

(.1 

48 

75 0 

1996 

221 

2.39 

lOX 1 

69 

70 

101.4 

1997 

233 

251 

108 (■ 

70 

64 

91.4 


Source: Apparel Export Promotion Council, llunilbiiiik o/ /.t/xirt SlaliMics (various issues). 
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Ficure 2; OuiruT of Apparel Industry 


(Rs lakh) 

300000 r /• 



---Value of output .Net value added 

-Net income —— FrofiLs 

Sourrt: Government of India, Annual Survey oj Industries (various issues). 


1981-82 prices grew (h'igure2}. Keal wage 
had decresed from the second half of 1980s 
to the 1990s. According to occupational 
wage surveys which covered full-time 
workers and contractors in the apparel 
factories in the organised sector, real 
earning of workers went down by 3.44 per 
cent between 1987 and 1994.Decrease 
of real earning of workers led to rise of 
profits. Rapid growth of demand has 
induced investment in the apparel indus¬ 
try. As number of units rises, capacity of 
each unit also is expanding. 

Rapid increase of exports has contri¬ 
buted to the development of the apparel 
industry. At the same time, domestic de¬ 
mand has also grown since the 1980s. 
Exports of apparel (which includes 
hosiery) rose from Rs 650 crore in 1981 
to Rs 7,955 crore in 1992 IAEPC:18). On 
the other hand, estimated aggregate do¬ 
mestic consumption of readymade gur- 


women's knit shins and man-made fibre 
men's and women’s knit shirts are exponed 
by Mexico. Only in cotton men’s knit 
.shins market, the two countries are com¬ 
peting. However, India’s expons of cotton 
men's knit .shins is rising in value and 
quantity terms. We cannot conclude that 
the establishment of the NAFTA has 
affected India’s exports to the US. 

We .shall now examine the production 
trends of the apparel industry. Since the 
apparel industry is reserved for small- 
scale units, there is limitation on use of 
AS! data. However, there has clearly been 
rapid development of the apparel industry. 
Numbers of registered units rose from 
1,094 in 1981-82 to 3,195 in 1995-96. 
N umber of woi kers increased from 38,414 
to 204,189 and fixed capital from Rs 276 
million to Rs 16,565 million duiing the 
same period. 

Labour productivity improved by 9 
percent per annum from 1981-82 to 
1995-96.** Two reasons may be offered. 
First, laboun-rs might improve their skills. 
As the apparel indu.stry is labour-inten¬ 
sive, skill of labourers, contributes to im¬ 
provement of labour productivity. Sec¬ 
ond, economies of scale might come into 
play with expansion of capacity. Fixed 
capital per unit deflated by 1981-82 
wholesale price index of machinery in- 
crea.sed from Rs 2,52,011 in 1981-82 to 
Rs 12,19,905 in 1993-94. Investment lim¬ 
its of small-scale indu.stry have been rised 
from Rs 3.5 million to Rs 6 million in 1991 
and further to Rs 30 million in 1997. Units 
that were ready to invest more, but were held 
back by the limits, could expand capacity. 

As value of output at 1981-82 prices 
increased, net value added and proflls at 


Table 11: Countrywise Imports OPTEXTiija and Apparf.l by US 

IU5 $ million) 


Country 

1994 

1995 

1996 

1997 ■ 

China 

4,931 (12.3) 

4,800 (10.9) 

4,890 (10.7) 

6.024 (11.2) 

Mexico 

1.894 ( 4.7) 

3,036 ( 6.9) 

4.229 (9.2) 

5,928 (11.0) 

Hong Kong 

4,406 (11.0) 

4..391 (10.0) 

4,031 (8.8) 

4,100 (7.6) 

Taiwan 

2,830 (7.1) 

2.756 (6.3) 

2.732 (6.0) 

2,812 (.5.2) 

Canada 

1.317 (3.3) 

1.651 (3.8) 

1,995 (4.3) 

2,401 (4.4) 

South Korea 

2,449 (6.1) 

2,267 (5 2) 

2,047 (4.5) 

2,288 (4.2) 

Dominica 

1,616 (4.0) 

1,787 (4.1) 

1,802 ( 3.9) 

2,272 (4.2) 

India 

1,520 (3.8) 

1.614 (.3.7) 

1,736 ( 3.8) 

2,010 (3.7) 

Indonesia 

1,170 (2.9) 

1.336 ( 3.0) 

1,493 ( 3.3) 

1,872 (3.5) 

Total import 

39,981 

43,953 

45.915 

54.002 

Note: Figures in parentheses indicate percentages. 



Source: United .States International Trade Commission, Annual Statistical Repot 

■f on US Import of 

Textiles and Apparel 1997, p 5. 




Tablf. 12; Imports or Tfxtilf.s and Apparel by US 






(US $ million) 

Items 

1994 

1995 

1996 

1997 

India 





Cotton women's 





non-knit shirts 

214,387 (14.1) 

207.718 (12.9) 

221,953 (12.8) 

248,856 (12.4) 

Colton men’s knit .shirts 89,309 ( 5.9) 

159,510 (9.9) 

186.355 (10.7) 

234,708 (11.7) 

Colton men’s 





non-knit shirts 

133.880 (8.8) 

167,781 (10.4) 

163.850 ( 9.4) 

I68.%S (8.4) 

ToI.tI imports 

Mexico 

1.520.252 

1.614,032 

1,736,417 

2,009,516 

Cotton men's irausen 
Cotton women's 

37.3,083 (19.7) 

.597,26-7 (19.7) 

757,731 (17.9) 

941,718 (15.9) 

trousers 

229,231 (12.1) 

.343,036 (11.3) 

501,267 (11.9) 

768.402 (13.0) 

Cotton men's 
knit shirts 

Cotton women's 

66,267 ( 3.5) 

170,416 (5.6) 

261,.307 ( 6.2) 

423,209 (7.1) 

knit shirts 

50,800 ( 2.7) 

108.657 (3.6) 

194,914 ( 4 6) 

248,779 ( 4.2) 

MMF men’s knit shins 
MMF women'.. 

51.949 (2.7) 

100,603 ( 3.3) 

189.988 (4.5) 

2.56,517 (4.3) 

knit shirts 

MMF women's 

132,329 ( 7.0) 

I8I..327 ( 6.0) 

194.028 (4.6) 

305.999 (5.2) 

trousers 

41,152 (2.2) 

96,335 (3.2) 

143,850 (3.4) 

222,101 (3.7) 

Total imports 

1,894.416 

3,035,910 

4,229.471 

5,927,666 

Note: Figures in parenthesis indieate percentages. 


Source: United Stales International Trade Commission, Annual Statistical Report on US Import of 
Teuiles and Apparel 1997. 
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meats and hosiery increased from Rs 1,228 
crorc in 1981 to Rs 8,637 crore in 1992 
(Gol, Consumer Purchase of Textiles, 
various issues). While the annual com¬ 
pound growth rate of exports was 17.7 per 
cent at 1981-82 prices, that of domestic 
consumption was 11.9 per cent during the 
same period. Although exporu grew faster 
than domestic consumption during the 
1980s, the latter over took the former in 
absolute value in 1992. Domestic con¬ 
sumption has risen due to a change in 
fashion from traditional dress to western. 
Moreover, brand names have begun to 
command wide acceptance. Be.sidcs, some 
large exporters have started production for 
the domestic market. The domestic market 
is more easily manageable commercially 
since the demand is not as unstable as in 
the export market. Therefore the risks of 
obsolc.scencc, rejects, surplus, and heavy 
inventories are minimised in the domestic 
market (Kantilal 1990:15], 

IV 

Development of 
Machine Tool Industry 

Machine tools are power driven ma¬ 
chines used for cutting, forming, shaping 
or processing metals or other materials 
into desired forms. Since they are used to 
manufacture both machine tools and other 
machines, the development of the mac¬ 
hine tool industry can indicate the tech¬ 
nological level of the country and the 
condition of the machine industry as a 
whole. Production of machine tools has 
grown rapidly following the development 
of the automobile industry in South Korea 
and of the machine industry in 1'aiwan. 
The market for machine tools is hetero¬ 
geneous. Machine tools contsist of a great 
number of types. Pnxiuction technology 
is diverse, depending on type of machine. 
Even for the same type of machine, size 
and demanded precision are different. 
While big firms introduce machines with 
the latest technology, small-scale units try 
to introduce machines which have been 
used for more than 20 years by big firms. 
Price range is wide and technological level 
varies. Therefore, latcs; technology is not 
always necessary toexpon machine tools. 
However, computer numerical control 
(CNC) machine tools are successful in the 
international market and their diffusion 
has an influence on the machine tool 
industry. In India, production of machine 
tools had grown under protection before 
economic reforms (Table 13). Production 
of CNC machine tools has risen. How¬ 
ever, one impon restriction on capital goods 
were relaxed, imports of machine tools 


increased. Indian machine tool industry is 
exposed to international competition. 

Import policy for machine tools had 
been partly liberalised through the 1980s. 
Additional items were placed on the OGL 
list and the banned list for machine tools 
was abolished. Alexander Committee 
recognised in 1978 that Indian capital gtxids 
industry was not exposed to international 
competition. It pointed out that there was 
a lot of scope for rationalising the policies 
of import licensing and tariffs in regard 
to the import of capital goods and also the 
import of the inputs required in the indi¬ 
genous capital goods .sector (Gol 1978:27). 

At the .same time, indu.strial licensing 
had been liberalised. Finally 25 industries 
including machine tools were dclicensed 
in 1985. As a result, manufacture of any 
si/c. type or category of machine tools was 
made totally free. The MRTP Act and the 
Foreign Exchange Regulation Act (FER A) 
companies were idlowed to expand or 
enter machine tool production without 
restriction. The late 197Qs and early 1980.s 
saw a substantial change in the nature of 
dome.stic competition. Until the late 1970s, 
there was not much competition between 
private sector firms. HMT played the dual 
and critical role of providing leadership 
in the field of machine tool technology and 
keeping private sector prices and quality 
in check. Engineers who retired large firms 
set up their own small firms. Firms such 
as ACE Designers, NC Machines and 
EIcctronica have strong engineering and 
design skills, pnxluce quality machine tools 
and operate with low overheads. While 
these small firms have developed their own 
designs forCNC machine.s, large firms have 
generally taken technical collaboration 
with foreign companies [Mehta 1990:71 ]. 

In spite of entry of several small firms, 
the machine tools industry remains 
oligopolistic. Indian MachineTool Manu¬ 
facturers* As.sociation (IMTMA) has about 
300 members. Large firms generally try 
to monopoli.se specific type of machine. 
While they produce a whole range of 
machine tools belonging to a certain 
category and compete with several other 
firms in most of what they produce, there 
is a particular type of machine tool within 
that range in which they have a virtual 
monopoly. For example, there are more 
than 60 manufacturers of turning machines 
in India. Several of them manufacture 
centre lathes, copying lathes, turret lathes 
and CNC lathes. It seems that there is 
considerable competition. However, only 
Mysore Kirloskar produces twin spindle 
lathes. The same is true of HMT in chuck¬ 
ing automats and multi-tool automatic 
lathes (Mehta 1990:56]. 


As a result of import liberalisation, 
imports of machine tools had grown during 
the early 198()s. The shore of domestic 
production in domestic consumption de¬ 
clined from 86.2 per cent in 1978 to 62.6 
per cent in 1984. There arc two reasons 
for this. First, the technological gap be¬ 
tween India and other develt^ing coun¬ 
tries had widened. India lagged far behind 
the major machine t(x>l manufacturers 
of the world in terms of application of 
numerical control machine tools. Second, 
the automobile industry that requires 
machine tools with high accuracy had 
developed. As wages of workers are not 
rising in India, manufacturers do not have 
any incentive to introduce capital inten¬ 
sive machine tools. However, the 1980s 
saw shift in domestic user demand <n favour 
of CNC machine tools. More than a thou¬ 
sand such machines were imported be¬ 
tween 1980 and 1985. Most Indian pro¬ 
ducers of CNC machine tools started 
production on the basis of technical col¬ 
laboration for rapidly rising domestic 
demand. Production of CNC machine tools 
has risen fast since the mid-1980s. The 
market for CNC machines has intense 
competition in sharp contrast with non- 
CNC machines. In 1998, firms such ns 
ACE Designers, Beco Engineering, Bharat 
Machine Tools, EIcctronica, HMT, 
Kirloskar Electric, Lokc.sh Machines, 
l.akshmi Machine Tools, Mysore 
Kirloskar, and PSO Industrial Insutute were 
producing CNC lathes (IMTMA 1998]. 

Under economic reforms, imports of 
capital goods have increased. Indian capi¬ 
tal goods industry has to depend on firms 
in developed countries to introduce high 
technology. On the other hand, it is ex¬ 
porting capital and technology to devel¬ 
oping countries. It means that Indian capital 
gixxl industry has some advantages. 

It seems that the R and D strategy of 


Tabu- It: Production of CNC Maciiinl Texas 


Year 

Quantity 

(Nos) 

Value Share of C'NC 
(Rs Million) lo Tolal 
Turnover 
(Per Cent) 

1985 

65 

MO 

7 

1986 

93 

190 

9 

1987 

2(M) 

.5(KJ 

20 

1988 

282 

670 

24 

1989 

457 

1050 

31 

1990 

560 

1370 

33 

1991 

683 

1X90 

39 

1992 

512 

1863 

37 

1993 

425 

1715 

41 

1994 

713 

2627 

32 

1995 

1050 

3900 

38 


Sourrf. IMTMA, Statistical Handbook of the 
Indian Machine Tool Industry 1995-96, 
p38. 
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Siiiiric IMTMA. Slali\liral Uatulhook ol ihe Indian Machine Tool InduMry 1995-96, p 3.1. 


Indian linns niiiiht he linked with India’s 
forciftn tnide ptilicics. In the phase of 
import suhsiilutinn, imports of capital 
gtxtds had been restricted. Indian manu¬ 
facturers re.sortcd to their own R and 1) 
eftort. rather than to the prcsuinably easier 
strategy of im|iorting readymade foreign 
tcclmology because government policies 
tilted the balance in favour of local tech¬ 
nologies I Lull 1984:229|. As exports were 
not important for them, they liavc not 
invested in R and D to improve quality 
ol products <0 the international standard. 
Such import substitution policies led to 
the encouragement of R and D activity in 
Indian firms, primarily through the cre¬ 
ation of the need to adapt processes to the 
u.sc ol new, indigenous materials in many 
cases, thu.s supplementing the normal 
establishment of R and D-type cells for 
quality control and customer-.servicc 
operations. Indian firms have created 
plant-designing skills (lihagwati and 
.Srinivasan 1975:22.1-241. For developing 
countries with similar small scales and 
relativelj iirnmtive environments, Indian 
technology is more appropriate than 
ihe latest technology in deveio|X’d coun¬ 
tries. 

I'able 14 shows countrywise data on 
India's expoas of machine uxils in lW.5-96. 
India is exporting not only to developing 
countries hut also to developed countries, 
lixports to OF.CD acetiunted for 37.1 jX'r 
cent of total exports in 1995-96. It could 
be assumed that .some types of Indian 
machine Imils have international competi¬ 
tiveness. However, pans and accessories 
accounted for 25.3 per cent of total exports 
in 1995-% lIM'l'MA 1995-96]. Since Indian 
manufacturers have fix'used on R and D 
to adapt procesttes to narrow doinc.stic 
market and poor(|ualiiy domestic material 


they have developed technology to curtail 
puKluction costs under Indian conditions. 
Ahhough they can produce parts and 
accessories, they must depend on imports 
of latest technology from developed coun¬ 
tries. In fact, India is not exporting ma¬ 
chine centres. 

During the 199()s, India's exports of 
machine tools declined. First, India lost 
its mam market Irecause of the economic 
crisis after the collapse of the USSR. 
Ex|x>rts to Russia, which had accounted 
for 70.2 per cent of total exports in 1991, 
dropped from Rs 742.3 million in 1991 
to Rs 124.33 million in 1992. .Second, 
rapid diffusion of CNC machine tools in 
the intciTiutional market narrowed the share 
of non-CNC’ machine tools that India is 
exporting. 

We cannot ilefme a single market for 
machine tools because of their heteroge¬ 
neous character. Therefore, the interna¬ 
tional market is classified into four cat¬ 
egories; conventional machines, automats. 
C'NC machines, and Ilexible manufactur¬ 
ing systems (FM.S). Most developed coun¬ 
tries are in the process of phasing eonven- 
lional machines out of production. Tai¬ 
wan, .South Korea, and China have IlcMided 
the market with cheap maehincs. Demand 
for conventional machines is extremely 
price sensitive due to the type of custom¬ 
ers. Automats are machine Uxils mechani¬ 
cally programmable by u.se of cams. Tlicy 
are used in t' e manufacture of moderately 
complex parts. CNC machines are taking 
the place of automats in developed coun¬ 
tries. Users need an ongoing interaction 
with the machine tool manufacture. The 
engineering skills involved, the existence 
of economies of scale in production and 
lipi'iteil world demand make it difficult for 
newcomers to enter this field. 


1 ne inarxei lor crxu macnines consists 
of two segments: laige manufacturers and 
machine or jet shops. Large manufacturers 
sell high quality products in oligopolistic 
markets. Quality and reputation are cru¬ 
cial in the markets. Large manufacturers 
demand that the manufacturer of CNC 
machines supply a machine that is right 
for their requirement and .set up for their 
application, train the people who will be 
using it and provide the necessary soft- 
wam. On the other hand, machine shops 
and job shops have a limited budget. They 
es.scntially want cheaper machines. The 
market is very competitive and has be¬ 
come globalised. FMS is a system that 
rationally manufactures parts of small and 
mid-volume, large and mid-variety, in 
which numerically controlled machine 
tools or numerically controlled manufac¬ 
turing cells arc combined with automatic 
transportation equipment, transfer robots 
or unattached cans [Mehta 199();34-37|. 
Indian firms are producing mainly 
machines of the first category because of 
rcstriciion of technological ability. 

Alter economic reforms, domestic pri¬ 
vate investment in the industry rose rap¬ 
idly. CF i n private sector at 1981 -82 prices 
grew by 10.4 percent per annum between 
1981-82aiid 1990-91 and by 14.2percent 
between 1991-92 and 1995-96. As a re¬ 
sult, in .spite of curtailment of public in vest¬ 
ment, annual growah rate of GFCF in total 
at 1981-82 prices came up from 9.1 per 
cent between 1981-82 and 1990-91 to 
10 per cent between 1991-92 and 1995-96 
(Gol, Economic 5'«m'vj. Under such 
circumstances, domestic demand for 
machine tools increased. 

While domestic demand for capital goods 
was incrc.'tsing, import liberalisation led 
to incrca.se of their import. It might be 
estimated that rising domestic demand was 
met by imports. Production and import of 
machine tools were deflated by whole.salc 
price index of machinery to analyse the 
effects of imports on production. Figure 3 
shows clearly that imports were rising. On 


Tahi.f 14 : C01JNTRVW1.SF Exhoris oi- 
Mai iiiNfc T<x)i s 

(Rs million) 


Country 

Value of Exports 

Percentage uf 
I'ot.'ii 

US 

53.4 

11.4 

Russia 

29.1 

6.2 

fiermany 

27.1 

58 

UAF. 

22.7 

4.8 

Kenya 

21 9 

4.7 

South Africa 

20.2 

4.3 

OECD 

174.4 

.37.1 

Toial 

470.4 



Source: tMTMA. Data on Export of Machine 
Tools 1995-96. 
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Fiuukc 4: Output of Machine Tool iNouiiTiiY 
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Source: Ciovernment of India. Annual Suri'tv of lndusine.\ (various issues). 


(he Other hand, domestic production drop¬ 
ped after (he peak of 1990. Although it is 
recovering, it luts not reached tlie level of 1990. 

We cannot conclude from Figure 3 that 
growth of imports has affected domestic 
production. However, as machine hxtis 
consist of a great number of types, typewise 
analysis is essential. As indu.strial licens¬ 
ing had been relaxed partly during the 
1980s. domestic competition increased. 
Indian manufacturers were forced to 


new lines, most machine tool manufactur¬ 
ers have neglected investment, producing 
conventional machines. 

Indian industrial production has faced 
recession since 1996-97, The slowdown 
in demand for consumer goods and slug¬ 
gish industrial, housing and infrastructure 
growth has adversely impacted the de¬ 
mand for intermediates as well as capital 
goods. The recession was caused mainly 
by two factors. First, the boom of con¬ 


sumer durable goods was over. Table 16 
shows growth rates of industrial index of 
production by user-based classification. 
Growth rates of -.onsumer durable goods 
suddenly dropped in 1996-97. Quantita¬ 
tive restriction on imports had been pha.sed 
out after economic reforms. Import duties 
on intermediate and capital goods used in 
the production of consumer durable goods 
were also reduced. As a result, demand 
for new consumer durable giKKls that had 
not been available earlier was fast growing 
and created a comsumplion boom. The 
boom encouraged in ve.simcnt in consumer 
durable gotxls industry. Rapid increase of 
con.sumer durable goods production led to 
economic growth. However, the purchas¬ 
ing power was not large enough to sustain 
it. Although consumer durable goods 
are .spreading in rural ureas, it is a slow 
process. 

Second, many industries in theeconorny 
arc churacteri.scd by overcapacity follow¬ 
ing the large capacity iidditions in the first 
half of I99()s. Large capacity additions 
have been made in sectors such as .steel 
and cement, bused on high demand growth 
estimates. However, (he slowdown in 
domestic demand has resulted in severe 
overcapacity and intense competition 
among producers. This in turn has con¬ 
tributed to a decline in prices uml low 
profitability in these industries. 


improve their competitiveness. When 
Indian manufacturers wanted to introduce 
more sophisticated technology, they chose 
to import CNC machines. Tabic 15 shows 
production by type at 1981-82 prices, 
liconomic rcfomis since 1991 removed 
industrial licensing from most of indus¬ 
tries. it accelerated introduction of CNC 
machines. While production of CNC 
machines has increased since 1991, that 
of automatics, lathes, boring machines, 
milling machines has decreased. We can 
conclude from the above analysis that while 
imports of sophisticated and expensive 
machine tools, which mainly consist of 
CNC machines, have risen, domestic 
production of CNC machines has also 
ri.scn due to expansion of domc.stic de¬ 
mand for them. Decrease of production of 
conventional machine tools has been 
cau.sed by substitution of CNC machines 
rather than their import. 

We shall see trends of profits of ma¬ 
chine tool manufacturers to analyse the 
influence of increase in import. ASI data 
shows that net value added, net income 
and profits have been at the same level 
during the 1980s and 1990s (Figure 4). 
GFCF has been fluctuating. It is estimated 
that while CNC machine manufacturers 
may have invested large amount to set up 


TABur 1.5; HRonumoN ih' Maciiini Toni s (I9KI-82 Pru i ) 

(R .1 million) 


Types 1986 

1987 

1988 

1989 

1990 

1991 1992 

1993 

1994 

Automatics 145.2 

160.6 

12? 5 

91.9 

108.6 

86.1 87.1 

30.9 

58.2 

Lathes 334.6 

238.3 

268.7 

199.5 

349.4 

252.4 252.3 

1.31.3 

164.2 

Boring machines 75.3 

103.2 

74.8 

98.6 

66.6 

106.0 73.5 

.16 9 

22.1 

Drilling machines 108.7 

77.0 

77.2 

49.9 

65.8 

69 5 72.9 

66.1 

58.5 

Milling machines 174.6 

172.3 

124.0 

137 8 

213.3 

2.33.0 190.6 

169.2 

140.8 

Gear culling machines 45.3 

.36.3 

27.7 

37.0 

.37.1 

54.4 8().,5 

44.3 

26.1 

Griding machine 232.4 

2W.1 

152 5 

141.2 

163.1 

191.8 154 1 

84,2 

135 6 

Presses 155.5 

1.59.5 

126.6 

188 4 

216.3 

122.1 l!5.5 

141.4 

169.6 

Special )iurposc machines 153.9 

144.3 

240.) 

234.6 

207.1 

2(81.9 232.3 

227.9 

108.1 

CNC lathcs/lurning 








machines 2.9 

18.6 

IM? 

121.6 

115.9 

141.0 107 5 

129 3 

230.0 

CNC special purpose 








machines 4.7 

10.9 

1/4 

9.4 

.34.9 

42.1 31.5 

79.9 

186.7 

CNC vertical machine 








centres 0 

0 

25.0 

74.8 

107.2 

1(8)4 108 6 

7(1 1 

58.1 

CNC hori.sonial machine 








centres 0 

<) 

99.1 

171.3 

124.9 

190 8 1X9 8 

217 4 

153.4 

Source: IMTMa, Stutixtical Hamthook of the Indtan Machine Trutl hitliiMrv 9ft. p 42 


Tabi.i. 16, Growih Rati-.s oi Iniiusipiai pRoinn-rRiN fBASi 1993 94- KXI) 


Industries 


1994-95 

1995-96 

199/. 97 1997-98 1998-99 

Basic goods 



8.9 

10 7 

3 1 

6.5 

1.7 

Capital goods 



5.7 

4.1 

9 t 

.5.3 

12,3 

Intermediate goods 



.5.3 

19 1 

8 1 

8.1 

5.7 

Consumer goods 



11.8 

12 .3 

.5.2 

5.7 

2.3 

of which consumer durable goods 



16 2 

25.8 

4.7 

7.8 

4 5 

of which consumer iion-durable goods 


10.8 

9 3 

53 

5.2 

1.6 

General 



8.4 

12.8 

5.6 

6.6 

3.9 


Source: Government of India, Economic Survey /VAfV-W. p MX). 
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The boom of consumer durable goods 
raised domestic demand for machine tools. 
However, as it induced increase of their 
imports, their domestic production did not 
grow. Domestic demand for machine tools 
shrank after 1996-97. Consequently, net 
value added, net income and profits have 
not changed during the 1980s and 1990s. 

V 

Conclusion 

As far as we can conclude from the ASI 
data, capital has nut shifted from import 
substitution industries to export industries 
after economic refonns. However, since 
the unorgani.sed sector plays an important 
role in exports, this conclusion is .subject 
to some correction. On the other hand, it 
is clear that no new export industries have 
developed in the 1990s except software. 
It seems possible to suggest that the in¬ 
dustries producing for domestic market, 
rather than export industries, contributed 
to increase in industrial production. Value 
added and GFCF of four industry groups, 
apparel, chemical, metal products and trans¬ 
port equipment, have grown steadily in the 
1980s and their growth rates of value 
added and GFCF accelerated in the 1990s. 
Three of these four industries, chemical, 
metal products and transport equipment, 
mainly cuter to the domestic market. 

Apparel industry has developed as a 
main export industry since the 1980s. 
However, its growth was due not only to 
rapid growth of exports but also to expan¬ 
sion of the domestic market. Further, the 
growth in apparel exports has been less 
than its potentials. In spite of depreciation 
of the rupee, India could only gain a small 
market share in the world market. The 
MFA has restricted India’s exports to the 
US and the EU. On the other hand, 
domestic demand is rising because of 
fashion change from traditional dress to 
wcsticmcloth. Although exprrrtsgrew faster 
than domestic consumption during 1980s, 
the latter dominated the former in absolute 
value in 1992. 

Development of consumer durable gmxis 
industries induced imports of sophisti¬ 
cated and expeasive machine tools like 
CNC machines in the first half of the 
1990s. However, as domestic demand for 
CNC machines grew, their dome.stic pro¬ 
duction also increased. Decrea.se of pro¬ 
duction of automatics, lathes, boring 
machines, milling machines has been 
caused by substitution of CNC machines 
rather than theirimports. Finally, the boom 
of consumer durable goods did not lead 
to the continued growth and restructuring 
of the machine tool industry. After the 


onset of recession in 1996-97, domestic 
demand shrank. Consequently, net value 
added, net income and profits have not 
changed during the 1980s and 1990s. 

Notes 

[The author is grateful to Tirthankar Roy and 
Hisaya Oda for their comments. I alone am 
responsible for errors and omissions.] 

1 Exchange rate of rupee against the US dollar 
had been depreciated from Rs 7.91 per US 
dollar in 1980-fll to Rs 17.94 in 1990-91. 

2 They are distillation and brewing of alcoholic 
drinks, cigars and cigarettes of tobacco and 
manufactured tobacco substitutes, electronic 
aerospace and defense equipment, hazardous 
chr inicals and drugs and pharmaceuticals. 

3 They are arms and ammunition and allied 
items of defense equipment, atomic energy, 
minerals specified in the schedule to the Atomic- 
Energy (Control of Production andUsc)Order 
and railway transport. 

4 The purchasing power parity effective rate is 
computed with following formula: 

B = R (l-t-Sp(l./l,^) 

where B s purchasing power parity effective 
exchange rate (rupees per US dollar), R = 
nominal exchange rate (rupees per US dollar), 
Sj s net subsidy rate on the jth category of 
exports or imports, and 1^ = world inflation 
index in dollars in tlw jth category of exports 
or imports, and 1,^ = Indian inflation index in 
rupees in the jth category of exports or imports. 

5 Smaller scale of capacity in Indian manufac¬ 
turers is due to not only the regulation by 
industrial licensing and the MRTP Act but 
also other rea.son. Big houses have chosen 
smaller scale of capacity to avoid risks 
{Chandrashekar 1987: A 67-68. Chandra- 
shekar, C P (1987): 'Investment Behavior, 
Economies of Scale and Efficiency in an 
Import-Substituting Regime: A Study of Two 
Industries', Economic and P<diucal Weekly. 
Annual Number, May. 

6 When large an medium units produce items 
reserved for small-scale industry, they arc 
required to get industrial license and must 
export more than SO per cent of production. 

7 As classification of metal products and parts 
is completely different between ASI and MSFT, 
it is impossible to compare their output value 
with their exports. 

8 According to a sample survey which covered 
fulltime workers and contractors in apparel 
factories of die organised sector, average daily 
earnings of workers in Mahamshira, Delhi, 
Gujarat and Tamil Nadu were Rs 81.48, 
Rs65 25. Rs .S2.62, Rs 30.19 respectively 
[Gol I995-96:35J. 

9 t.abour productivity was calculated dividing 
value ad^ of the apparel industry at 1981-82 
prices by mandays-workers. Growth rates of 
labour p-oductivity was calculated, based on 
semi-logarithmic time trends. Dependant 
vanable is labour productivity. 

Log Y = -0.855 + 0.089 t; 

R' = 0.882, SE = 0.151. 

10 The earnings include basic wages and dearness 
allowance, attendance bonus, production or 
incentive bonus, shift allowance, overtime 
payment and exclude ad hoc payments such 
as profit bonus, ex-gratia payments. Real 
earnings were worked out with teference to 


the consumer price index number for textile 
centre (Gol 1995-96:43]. 
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Foreign-Controned Manufacturing Firms in India 

Long-Term Trends 

Sunia Athrcye 
Suiidi-vp Kapur 

The extent to which foreign-cuntroiled firms dominotc Indian manufacturinii has heen a matter of some 
eontroversy. Existing estimates do not always aaree with each itfher, as they rely on different datasets, 
mclhodolofiies and assumptions. HV present estimates based on a Ke.serve Hank of India study if medium 
and large companies for the period /965-9V. 


niU extern (t) which forcign-coiumllctl 
llinis Joiniiuuc Indian manufacliinng has 
Itcen amaHeri)fsomccomit)Vcrsy.lixislinp 
cstiinalc.s - many oflhese arc surveyed hy 
Knaiar (1994) - do not always agree with 
each other. Thi.s is not surpri.siiig given 
that variety of methods, datasets and 
working assumptions usetl to arrive at 
these estimates. In this note we present 
estimates for 1%.S to 1994 ba.scd on 
Reserve Bank of India surveys of finances 
of medium and large public limiteil 
c impanics We, use a consistent method 
toc.stitnatethoielalivepre.sentciifforeign- 
coiiirolled firmsoverthisiieriod. Wchope. 
tins will help us identify any long-term 
iieiiits in torcign control in Indian 
mriiiifaciuring. 

t'oiiccplually. the exercise involves 
identification of foieign coiiirolled firms, 
anti then measuring their relat i vc presence. 
The profioition o( firms that are Idrcign- 
controlled is a simple measure ol foieigii 
presence, but this dtics not take account 
of the tact that firms differ in si/e 
Measuring lorcign prc.scnce in terms o! 
some si7c-relatcd variable, such as sales 
or assets, is both simple and easy to inter¬ 
pret. In his note we csiimalc the changing 
share ol forcign-eonirollcd firms in 
gross sales in Indian manufacturing. We 
could equally have measured their share 
of net assets, or any other si/e-rclaied 
varitiblc, but the overall pattern that 
emerges is sitnilar to the estimates wc 
mpon here. 

Wc use unpublished data provided to us 
by the Reserve Bank of India (RBI). The 
RBI conducts periodic surveys of public 
limited companies in India. Bor con¬ 
fidentiality of financial data, companies 
are identified by code rather than name. 
.Summary' statistics based on these surveys 
are published in the Reserve Bank of India 
Bulletin as reports on the 11 nances of 
medium and large public limited com¬ 
panies. Others, including Chandra (1977. 
1991). Kumar (1994). and .Siddharthan 
1 1981) have u.sed version.s of this data 
for point estimates of foreign shares. 


Data from a set|ucin.e of such surveys 
allow us to track the finances ol firms 
during 196.‘i-94. fhe coverage, m terms 
of nuinbci of responding firms, is constant 
within each survey Inil changes over the 
surveys. Table I piovides a schematic 
summary. 

Note that the surveys ‘ovcri.ip': some 
years (lor insi.iiicc.)IMIS |97().7I. 19V5- 
7b) are covcied in two adjacenl surveys 
that differ slighiiy in ihcir coverage. 'I his 
is useful inasmuch as it tells us soiiiethiiij’ 
about the surveys themselves, especially 
their relative coverage of domestic and 
foicign-conlrolled tiiiiis. As wc indicate 
bclov.'. the d.ila appear to lelalivcly patchy 
forihc mo^i rciCiii ;,cais, ami possibly fui 
the first survey. 

The identification ol foreign conirol is, 
at least in Ihcoiy, quilc probleniaiic. 
.Managerial contiol of listed companies is 
evcrcised through < iwncrshipof sufficient ly 
large blocks ol voting stock. Clearly, 
majority owncishipenablesconirol in most 
circumstances, but loss than majority 
ovMicrship may olten .sulfice foreneciivc 
control, espettally il residual share 
holdings are dispersed among a laige 
number of .xin.iil shareholders. Kumar 
(1994), for iiisuiiice, treats a fiim as a 
foreign conitol led enterprise if25 pcrccin 
or more ol iis sli.nv aic held .ibroad by 
the parent miiiliiialionul. This threshold, 
arbitrary it may ap|Kar. is consi.sieiit 
W'ilh many othei siiulies. (Note, however, 
that Iiilernatioiiiil Monetary ^'ulul uses a 
lower threshold its fUilancc of Payments 
guidelines treat i firm as a foreign direci 
inve.stiiiciit enierpri.se if 10 per cent ol its 
voting slock is held abioud by a single 
investor.) As the RBI data do not report 
foreign shareholdiiigs. Kumar esiimuted 
fvireign equity ow nersliip by the share of 
dividends remitted abroad; as he himself 
noted, remittance' fluctuate with manage¬ 
ment policy, and :irc sometimes bunched 
over years, soihatihiscstimiitioii procedure 
is not error-free. 

The RBI daia now allow us to identify 
films by the country of controlling interest. 


interpreted in terms of conicinporaiy 
guidelines, for much of the (Hiriod under 
study, goveiiimcni legulntions in India 
treated a Inin as foicign-coiiirollcd il 
|K‘i ceni of the ci|uiiy vv as held by a single 
foieigii investor, or it 40 pei cent of the 
equity was held in any one lou-ivn voiiiiti y 
l•■.ffeclivc 1992. the RBI has adopted llio 
IMP gimieliiic (or identifying toicigndi'\ cl 
investment enierpii.ses, Thus, ovci liiiie. 
changes in the identified counirv of control 
iiiayjusl reflect changes in ihccl.issil icatiim 
luU's lor foreign invcsiiiieiu. t )ut estimates 
lor ivcciil ycais iiiiist be inicrpreleil with 
this cavc.ii III mind. 

Tlic choice ot Ihis RBI dalusel has its 
Imiiiuiions lor oui puiiiose 'I'he il.iia 
excludes public sccior li e. slate-owned) 
eiitei pi isos, private limited ei irnpanies and 
small I onip.imes. These cveliiMoiisclearly 
alTeet the estimation ol loieigii sluues. 'In 
the extent Itie data exclude si.aie owned 
cnicrpiises and siiiall ciilci prises these 
are pivdoniinunllv donieMieallyeoiiliolled 

1 > 1 II esi iini.les | ii < ibably exaggci ale fore ig n 
piesenee The e.vciusioii o( unlisted com 
panics misses out Mariili (idyoj:, owncil 
loiiilly by Sn/.iiki. Japan and the govern¬ 
ment n| India' tills distorts the loieign 
•.tunc, especially in the .luloiiiohilcsector. 
I'lirthcr, il excluded seelors grow faster (or 
slower) ilian the fiims in our dataset, 
changes in lorcign (ircsence ('ver time .lie 
ovei- (or under-)estimaicd. lise ol umie 
coinpreliciisive data, possibly (roin inon 
tliaii one source, would ha veiisadv.iiiiagv's. 
However, the RBI ilata lue die iiieni ol 
being iiiicnially lonsisieni. .> ti'aluie ili.il 
is especially iiseliil m ev.ilii.iii ig long¬ 
term Ireiids. Knm;ii. in n.irni.iilai, suivey. 
earlier csiiin.itcs ol loieigii sh uc., and 
extend.llieniU, l‘/!'(i si I im noiecxlemls 
the.se c.stiniii'e, tiirilie: m die limits of the 
eiirrerit dam U.'v. Oui eslima'inn 

ptocedui c is Cl nsi lent with those used by 
f’liandia ' Id,’/, I‘i9| i and Kumai (1994) 
among 'itht.rs 

f-irnis arc classified by industry (three- 
digit .SK'p cimIos. leased on their primary 
reported .III iv ity. Our analysis conceiili alts 
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IVil.'w I ■ SiiAKi. 01' h)Ri.i(iN Firms Gkov; SALti 



Year 

IVic aic two rstiiualcs lor llic yeais eovcicil h\ overlapping surveys. 

on ihc briKid nKinutucUinn}: sector (SIC ’i'liis rindiny’, flies in llie face ol con- 

cikIc.s 310-590). cxcludin}* plantations, vc'ntioiial wisdom that Foreign Exchange 

tinning and sers ice-related industries Kegulution Act (1973) was particularly 
tlndustrial and medical gases were hostile to Ibivign capital and led to a 

elassilled undei SIC ().30 in (he first live dramatic erosion of foreign share-%. 

surveysaiHlasSIC46yafterihat. VVehave Whatever the effect of F'F.RA on equity- 

reclassified It as SIC -KW lor the entire ownership, its overall effect on foreign 

period.) The changing shares ol loreign- .shaics in sales was, at best, inurginal. It 

controlled linns are re|)orted in Figure I; required dilution ol foreign shareholdings 

note that there are two estimates for the to 40 per cent, which was suflicient to 

yctirs coveretl by overlappittg surveys, rctaittforeign-coittrol. (Ofcourse, foreign 

Tiible2providesdetailsfor.scleetedyears, shaicliolding above 40 |ht cent was also 
clioseti to reflect the fiitige of the surveys jiennittcd in many cases.) Indeed, the 
in the dataset. specified formulae for dilution allowed 

Wc find that the first survey (covering foreign-controlled firtiis to raise new 
l9().5-(>(i to 1970-71) is not quite coin- capital: itie consequent expansion ol then 


Note, however, that he identifies foreign- 
control with majority ownership (i e, for 
him, a firm is foreign-controlled if more 
than 50 per cent of equity is held abroad). 
Among the largest l.CKX) listed firms in 
1995, only 72 arc foreign-controlled by 
this (tighter) criterion, and together control 
only 9 per cent of total sales. Ganesh 
concludes, on this evidence, that foreign 
firms have only a marginal presence in 
India, flis conclusion depends, of course, 
on his choice of a high threshold for 
classifying a firm as foreign. It is probably 
cst^'tally misleading in the Indian ca.se. 


T-mii 1 . 2; Shari or Fori itiN-Co.vmoi i ru Firms 
I.S CiROSS SrVLI.S 


Year 

Films 

Rc|Hir(mg 

Of which. Foreign Share 
Foreign in Sales 

Finns (Pci Cent) 

19f)5-fifi 

l()(>S 

179 

IS 5 

1971-72 

12 (ifi 

281 

11 1 

197(1-77 

1.159 

2X7 

.11.2 

I9S1-.S2 

12‘»7 

272 

11 0 

19X4-S5 

1472 

278 

29.1 

19S7-8S 

1510 

21.5 

27.8 

1989-9(1 

1742 

217 

25.4 

1991-92 

1.199 

111 

19.4 

1994-95 

14.10 

110 

17.3 


iV(i/c: Maiiiitacuiriiig u'lcrs in SIC code t|i) 
.SVO: this excludes pliiiiutions. mining 
und .scrviers. 


run 1 .V Siiuu- IS CiRoss Sm l.sIS 
Mam i.\i ii'risc; in C'V ol (.'oNrUDi 


parable lo the second one. The break in 
data and the large diftcrciiec in estimates 
of loicigii shares lor 1970-71 from fiist 
and second surveys suggests that foreign 
rirm.swereimder-ivpre.seniedaiui/oi under- 
ideiitificd in the first survey. 1.ikewi.se, 
foreign shares appear to have fallen loo 
sluaply alter 1990-91 and are relatively 
small for Ihc most iveent years. Once again, 
it is possible that foieign-conlrollcil firms 
are uiuler-idenlified. 

1 iKiking at the trends iti the surveys that 
do .-n.iipaie well, we find that lor most 
of the peiiod under study, foreign- 
controlled I'll ms were lesponsible for 
hciween.uliiul .inii.ujuartcrufgro.ss sales 
ill In'll.Ill iiiaiv.iiueiui iiig. The loreign share 
rose slightly fioiii 197(uo 197(>, and then 
declined gr.idiially I'V 1991). These 
esii males are broadly eonsi-.ieiit with others 
iliai use ei.rly versions ol' sanw data and 
.malogous methodology isee Kumar's 
(1994) esiitiKiies up to 19S!)X1, for 
iiMaiiee 1 .1 ndeed, as broad ordei s vd iiiagm 
tilde LM, they are also consisicnl vsnli the 
eaily e.sliaiate.s {Kidron I9(»5|. 

(In llie wl’.ole, what is leinarkabk* aboui 
ihese esiim.iies is 'hat tin foreign sliaie 
remained persistently high through 
mosi of this I'crivid. liven as |•eeently• ,is 
1990-91, it was in e.xeoss of 25 per cent. 


capital base allowed them lo grow at 
roughly the same raicasall maiiufaeturirig, 
preserv iiig ihcirovcrall share in sales, liven 
though a few multinationals - notably 
CtR.a-Cola and IBM - left India in the late 
1970s, some olhei'S possibly eoiisolidatcil 
their position in the Indian markets. The 
gradual decline ol loreign share in sales 
is perhaps better explained in terms ol' 
niHMinalion's (19S9) observation that 
loreign firms incrca.singly found them¬ 
selves more eonslraincd by capacity 
icgulalions than similar domestic firms. 

.Some studies report c.siimaics of loreign 
shares that difler greatly from our results, 
fianesh (.l‘W74 claim.s, on the basis of a 
study for itie lill Chamlxtrs of Commerce 


C'ounlry 

1970-71 

l'|(|||-9i 

No of 
I'liins 
keporuiig 

Pei fcni 
Share iii 
Sales 

No of 
Firms 
Rcpoilmg 

Pei Cent 
Share in 
Sales 

India 

98.1 

(i9 : 

1525 

74.4 

t'K 

1.18 

19.1 

107 

15.4 

liS 

()5 

4.7 

51 

1.9 

Cis'i manv 

24 

1.6 

21 

2.1 

Swii/crland 16 

1.9 

II 

1..5 

Sweden 

7 

0.8 

7 

0 6 

Canada 

3 

07 

2 

01 

Japan 

8 

0.2 

• 1 

0.2 

Ku.ssia 

1 

0.4 

1 

0.0 

O 1 I 1 C 1 .S 

21 

1.5 

1 .! 

1.5 

Total 

14.10 

lUO 

213! 

100 


Null-: Mamirucliiriiij' refers le SIC code .110- 
.S90. this excludes plantations, mining 
md services. Data for 1979-71 is laYcn 


in Invlia, that the threat of foreign domin- from ihc s-eeond survey, for 1990-91 from 


ation 

in Indian 

industry 

is e.xaggeratcd. 

the sevemb. 



T.mii. 

r 1: RBI Si’Rvnsoi Miuies: 

SM> I -AkCK Ih;BI.IC t-IMITl IJ 0»MI 


Sin vei 

Year 

Year CihIo 

.Ml Finns 

Foreign Finns 

Dumcsiiv farms 

i 

l‘'(5 (.0 to 

1969-70 

0-5 

1,501 

207 

1294 

> 

l»7(l-7! lo 

1975-76 

5-10 

165(1 

308 

1.142 

? 

1975-76 (0 

1980-81 

10-15 

1720 

309 

1411 

4 

1980 SI 10 

1982 81 

15 17 

1651 

299 

1352 

s 

1981-84 lo 

1985-86 

18-20 

1867 

317 

1550 

(1 

198(v87 lo 

198S-89 

21-21 

1885 

28.1 

1602 

7 

1988-89 to 

1990-91 

21 -.2S 

2132 

2.54 

1877 

H 

19 11.92 to 

,iK);t.94 

26-28 

1700 

156 

1.544 


1992 91 10 

1994-95 

27-29 

1720 

1.53 

1.567 
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Given that FERA forced many firms to 
dilute theirforeign-holdings to40 percent, 
the choice of a 50 per cent threshold is 
likely to exclude many foreign-controlled 
linns. Even though the choice of an appro¬ 
priate threshold is somewhat arbitrary. 50 


per cent is above that used by most .studies, 
and well above the IMF guidelines. IMF 
guidelines classify a firm as an FDI 
enterprise if as little as 10 per cent equity 
is held by a single foreign investor [for 
a discussion of the rcljttive merits of the 


Tabi.l 4: r'ViHi.KiN-CosTROii.Ln t'iKvs AND Tiu ir Shari in Gross Sali.s 

sic Imhislry l»» 7 ()- 7 l I 9 H()-S 1 IWO-'ll 

No of Firms Foicign No of Fin ns rnivi)!ii N o of Finns Foreign 
Foreign Total Sh.in;s Foreign Tol.il .Sli.in.* F'oieign Total .Share 
in Sales 111 Sales in Sales 


.110..332 

Food pnx'essing 

8 

lit) 

11.7 

7 

95 

185 

7 

116 

18.5 

.Ul 

Cigaietles 

3 

6 

79.7 

3 

(1 

■/6 7 

3 

5 

92.8 

342 

Toliacco vilher 

- 

- 

- 

0 

1 

(10 

0 

3 

0.0 

3.‘'l-.t(H) Tcxiiles 

5 

320 

3.8 

7 

2.54 

4.3 

.3 

287 

1.3 

370 

Diewcric.s .iiid distilleries 

0 

11 

O.U 

0 

1'/ 

no 

0 

25 

0 0 

380 

1 x-alhei 

- 

0 


1 

6 

95.7 

1 

12 

76.0 

391' 

Mise m.iniit.icliiring 











ill tiHXl. icxlilc.s 

3 

29 

18.9 

3 

12 

1 8 

1 

16 

0.4 

410 

Iron and .steel 

U 

2 

O.l) 

0 

1 

0.0 

0 

4 

0.0 

•120 

Aluminium 

3 

3 

loot) 

3 

3 

lilt) 0 

2 

7 

81.5 

4.30 

Ollier iioii-feiniiis metals 

.1 

8 

26.9 

4 

7 

-18 U 

1 

7 

.3.1 

441 

Auli'iiiohilcs vehieles 

17 

34 

21.0 

3 

14 

19.9 

3 

21 

14.4 

442 

Aulomohile - coiiipoiieiits 

- 



12 

32 

49.1 

12 

54 

51.2 

443-114 R4ilv\,iy and oilier Iruiisporl 

4 

14 

49,3 

3 

14 

49 ■) 

1 

9 

31 6 

44.S 

Ctihlcs 

- 

- 


.3 

16 

21 4 

1 

■1 S 

15 2 

446 

Dry cells 



- 

3 

8 

8(1 5 

3 

7 

70.1) 

447 

Flecirie lamps 

- 


- 

-> 

7 

3(1 n 

4 

9 

9(1 (I 

.148 

kleLtrieuI iiiuehmery other 4(1 

107 

57 8 

24 

75 

5s 1 

21 

no 

46 5 

149 

Machine tools 


12 

31 8 

2 

11 

34.7 

7 

II 

49.2 

■ISO 

1 exiile machinery 

- 



3 

15 

18.4 

> 

1.3 

10 8 

4.SI 

Noiieleclrical 











niuchmciy oilier 


123 

32 7 

53 

118 

39./ 

41 

123 

37 6 

4 s’ 

■Steel liilies and pi|X's 


- 


4 

i; 

50 1 

2 

20 

I 5 

■1-S.3 

Steel M iic ro|x;s 

- 



2 

16 

:ti.s 

0 

13 

0.0 

4S4 

Sieel forgings 


- 


3 

30 

6 1 

0 

34 


•I.SS 

Foiiiidiies unit cngiiieenng 











w irkshops 

K 

4(i 

1114 

s 

37 

.s 2 

3 

93 

3.1 

456-437 Melal pniduet - olhei 


7.5 

58 5 

It) 

41 

71 2 

Id 

70 

44 .3 

1(11 

Chemiv.il fcniliscrs 


1.5 

•to 5 

2 

1? 

|9K 

1 

23 

1.3.2 

462 

Dyes and dyesliilfs 


I 1 

.36.4 

3 

12 

337 

2 

It) 

29.(> 

463 

Man-made libn-s 

- 


- 

1 

18 

4 I 

0 

19 


164 

1’l.istii law m.ileii4ls 

- 

- 

- 

4 

11 

59,2 

2 

10 

69.9 

465 

Other havie cheniieals 

21 

56 

50,1 

13 

42 

50 6 

l.» 

81 

28.7 

t(i6 

Medicines and 











phaniiaeeiitic.ils 

28 

52 

76,5 

29 

5.5 

/'» 7 

24 

76 

.5.3 0 

467 

I’uims and varnishes 



- 

8 

1.5 

(1.3,7 

7 

15 

.56.8 

468 

Toiletries and other 











chcmieuiN 

2S 

51 

66.3 

33 

65 

6.5 3 

15 

60 

(i0 4 

469 

liidusli'ia: and medical 











gu.scs 




1 

15 

(■.3.9 

1 

15 

69 0 

470 

Matehe.s 


1 

1 («).() 

1 

1 

UKlO 

1 

2 

94 .3 

490 

Misc numiracture 











(metals, chcmicul.s) 


- 

0 0 

1 

5 

41 7 

2 

15 

27.5 

510 

Mineral oils 

2 

3 

loot) 

1 

2 

67 9 

1 

9 

10.2 

521 

Cement 


If 

3.4 

1 

17 

2 5 

1 

40 

26 

522 

Asbestos |7nxiuel.s 

- 

- 


2 

ti 

39..5 

1 

10 

5.3 

531-2 

Ceramic and sirucinral clay 

*> 

19 

8.3 

2 

17 

6.3 

1 

25 

6.7 

541 

Tyres and lulies 

.*» 

19 

63 0 

s 

1(1 

.38 0 

.3 

15 

43.4 

.542 

'Other tublx'r pnxlucts 

- 

- 

- 

2 

12 

12 3 

3 

IK 

38 3 

551 

Paper 

2 

36 

3.7 

2 

34 

3.6 

1 

48 

45 

552-3 

Pnxlucts of pulp, txsird, eic 



- 

2 

ss 

2.4 

1 

.31 

I.I 

561-2 

Glass and gla.ss pnxlucts 

3 

12 

23.0 

3 

14 

25 7 

3 

12 

27.4 

571.3 

Printing, publishing, elc 


24 

2.3 

3 

20 

6.8 

1 

22 

0.9 

580 

Pla.siics 

- 


- 

2 

14 

15 2 

1 

25 

1.0 

590 

Miscellaneous 

16 

50 

25.3 

7 

24 

22.7 

8 

44 

20 2 

310-590 Total manufacturing 283 

1266 

30.8 

272 

1297 

31.1 

217 

1742 

25 6 


S'lUe: Data for 1970-71 is taken from the second survey. t 98 (F 8 I from the loiirlh survey, and IWf! 91 
tiom the seventh survey. Industrial and medical gases were classified under SIC 630 in the first five 
surveys and as SIC 469 alter that. We have reclassified it as SIC 469 for the entiiv pcniHl 


10 per cent threshold, sec Graham am 
Krugman 1995J. 

The KBI data also identify the countr 
of controlling interest for each firm. Thi 
allows us to evaluate the relative share 
of firms by nationality. We tc|7orl thesi 
in Table 3. comparing the year 1970-7 
with 1990-91. We find that lIK’s share it 
sales has shown a mniarkable degree ■> 
resilience. While ihe share of other conn 
tries rose, it remainv'd minu.seiile in com 
purison to that of British firms. Table - 
leports foreign shares disaggregated hj 
tnduMry sectors. In partieiilar. it ie|-K)ri! 
the share ol fvireign-controlled firms it 
gro.ss .sale.s at the three-digit level of SIC 
classification, for 1970 71 anil for 19‘)0-91 

We find that foreign share of sales have 
been high in cigarettes, aluminium, auto 
moiiveeomponeiiis. electricals (e.sp-eially 
dry cells ami electric lamps), plastic raw 
materials, paints, toiletries, pharma- 
eeiilicals. industrial and medical gases, 
lyres and lubes, etc. Note however iliai 
foreign shares are prohably exaggerateil 
in sectors wlure domestic firms are pre¬ 
dominantly in the small .scale sector (eg, 
matches, leather) or in the public secloi 
(feililisers. heavy electricalsi. 

The note aimed lo estimate the relative 
share ol lok-ign-coiilrolled firms in Indian 
mamifaeluring. We find that while the 
foreign share fell slightly in the 1980s and 
199()s, foreign firms are still re.spoiisihle 
lor between a fiClIi and a qiiarter of gross 
sales. We explore the implications of Miis 
foieign presence in a eompuiiioii pa|H:i 
[Athreye and Kapur 1999|. 

|VVi‘ th.iiik till- ( onipaiiv l■lll.lm<- Divimdii uI ilir 
Keserve li.iiik ol Indi.i fur data, and S N .S ‘ly.igi 
lot valu.ihlu giiid.iiiiL' I 
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Modem and Indigenous Perceptions 
in Small Enterprises 

Jan Brouwer 

An iii>pr<Hicl\ to small enterprises in India, and in south Asia generally, should take into aceouni the cultural 
;limen\ion of entrepreneurship and industrial management. Field studies among .small entrepreneurs in the 
jewellery sector of Karnataka, the 'visvakarma.s', yield indigenous economic concepts which .should be 
incorporated in a new development model. 


IM'MA’s new econinnic wave, eoinnunily 
kiiDwii as economic liheralisution and 
elobalisation. hroviglu with it an eniphasis 
on local enterprise development. In the 
MUilh Indian stale of Karnataka, tor 
example, this is visible m the rinal small 
and micro enterprises developmcni 
piograinnie tKS.Mni)l’) eoiuhieted Isy the 
Indo Uiiich project manauement society. 

At another level the. prolonged ‘iiiotle 
ot' production’ debate carried in the 
F.eimomie and Poliiii -al Weekly during the 
late I‘t70s and I^Stts was followed by a 
fresh rellection on Institutions and 
Ft ii/hnn/eI 'liiinge in Soitdi .■\mii |Brouwer 
19%1. And at the French Institute in 
I'ondiclu-rry current reseaieh foeu.ses on 
the 'traditional lineage Finn'.' These and 
siinilai studies on the south Asian economy 
c.ii. be cla.ssiljed under three headings: 
ta'those evolsiug a macro-economic 
development model; (b) those in search 
ot the ‘micro roiindations' of the macm 
economy; and <e) those directed towards 
an undeistanding ot the interface between 
the macro and micro le veb i>f the ecoiumiy. 

Howevei. rarely dolhese studies i|ue.slion 
commonly accepted economic definitions 
or ineoi porate iion-eeonomical factors that 
arii\t economic decisions.' The pre.sent 
shili m emphasis fiom technology to 
organis.uion requiies not only a study of 
Imw macro contexis altect decisions of 
:iClors in a micro cm ironment, but also an 
attempt to grasp die lat'onale behiiul the 
local actors’ economic decisions. 

In this jiliele 1 argue in f.isoui of an 
approach to small enier)iiises and human 
resoiii CCS development which incorpor.ites 
the cultural dimension ofeiiiiepreneui ship 
and industii:il miinageiiieni. Scliolar-. and 
Ollier praciitioners who are inteiesied m 
the problems of small entetprises are. 
stiiely well acquainted with the technic.il 
and .idmmisiralive problems such enter- 
pri.scs laci In this context, it has rightly 
been said that success stories cannot bs 
copied. “Learning rather than copying’’ is 
the advice. 


This learning, then, lakes into account 
the technological and administrative 
factors ignoring the concepts lying behind 
the local .specific decisions. 

In my endeavour to discovci relevant 
lix-al concepts 1 make a distinction between 
enticprencuis aiul nianagemetit on the one 
hand and labour on the other. I his 
disliiictioii is not based on classical tlieories 
.if the nuHle ot produeiion, but ratfier on 
field observations which revealed 
distinctive ways of thinking of the two 
categories. 

In the next section, I shall first discuss 
relev ant aspects of a recently completed 
case study among small cnircpieneurs in 
the jewelleiy sector of Kariiataka. The 
analysis leads to indigenous economic 
concepts which seem to have an all-.south 
Asia validity. In the following section. I 
sluili present a few' representative ripiiiions 
of sm.ill scale industrialists. They ivtlect 
tlicir conscious views on the problems 
faced by their industries Although we 
should lake serious note of these opinions, 
they are only a starting-pciint lot further 
investigation. This section draw's a leW' 
conclusions m .sociological let ms. In the 
last section I propose a new diiection for 
research on small cnterprise.s. 

Finally, a word of caution. The data on 
which this aiiicle is based were collected 
in interior K.irnataka. It is a historical fact 
that the situation and ways of thinking in 
India's interior areas differ significantly 
from those m its coastal areas.’ This is 
piobably also true of oihcr Asian nations 
and I-.urope. The economic development 
of the coa.'.i.il regions of Asia and liurope 
is obviously different from that of the 
interior legior.s. 

l.ix \i Fi.m i nci.ssot-Fkoinx rioN 

Fan small enterprises 1 have studied 
the practices and their underlying 
concepts in the ease of jewellery 
produciion(Biouvvcr 1992; forthcomingj. 
I shall present a topical summary here. 

The ca,.e of the visvakarma goldsmith 
show s that his constrained conneeiion with 
.society, expressed through time, finds its 


origin in his perception of self and society. 
The crux of the visvakarma arti.saii’s 
cultural ideokigy is the view that ultimate 
libemt ion and prosperity should be re.'ichcd 
without any attachment to the world. 
Hence, relationships should he denied (for 
e.xample through intervention of a deity) 
or made incidental (for example through 
the use of money).’’ The artisan finds a 
solution lo his problem m a relationship 
with the goddess who provides him with 
lime.r'incomituntly.thi.se.xplainshisritual 
donations and honoraria ('dakshine') to 
her as the term indicates, a payment in 
exchange for a ritual service. Intciestingly. 
the word for a gilt to the gtiddess is not 
’kanike’, but 'dakshine'. The latter is 
cognate to dakshina which is associated 
with death. Tfie gtdJsmitluind the goddess 
thus evchange life ;inil death. .At the same 
time, the complementary opposition 
contains a contradiction; the mediating 
role of tlie goddess. The visvakaima 
perception of society in terms ot death 
seems not to be an isolated one. F'or Cialey 
demonstrated that tite debts of men 
resemble debt ttiwarils ileath and that the 
world is ordeied by debt. The relationship 
between death, debt and society' seems lo 
beakey |x:rceptioii in the Indian indigenous 
knowledge systems [(laley 1983|. 

riie other important eonncciion is the 
one the goldsmith lias w ith the shroff. I'he 
goldsmith receives principal raw material 
from the shroff, as well as money. He thus 
rcceiv es the gixldess (in her material mani¬ 
festation) and does not letiim toe gesture. 
He cannot and should not present a gift 
to the shroff, as the latter, like all non- 
visvakarmas, belongs to .society (death). 

This observation has two implications: 
the goldsmith returns the gift from the 
goddc.ss as offerings to her temple in the 
direction of ever noweriiig life, while the 
money received from ‘death’ terminates 
the relationship of exchange. 

‘From the shroffs I learned that the 
goldsmiths never actually repay loans that 
they have given lo them. (The average 
outstanding loan i.’> about Rs 30,00U per 
goldsmith per year.) Of course, the 
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goldsmith cannot repay a loan, for this 
would imply a form of reciprocity which 
once received would end the social relation 
attached to it. Should he repay the loan, 
it would mean recognition of the 
relationship. On the other hand, the shroff 
is not keen on repayment of outstanding 
loans, h'or it is through debts that he has 
command over men, and more prcci.sely, 
over ihc best goldsmiths. 

It is also po.ssible to deduce the views 
on profit. 'I’he shroff makes his profit 
('labha') by buying gold at cheaper rates 
than the official one, and by selling 
lewellcry to his customers. He thus makes 
prolii at bt)ih ends of the process The 
margin of his profit links him with .society. 
In the shroff’s view, money creates a 
lelatioiiship; the more he pays the gold¬ 
smith the better and more will h * work; 
the smaller the margin when selling, the 
heller his relationship wiih the customer. 

In contrast to Ihc time of profit-making 
for the shroff, the goldsmith makes his 
profit during the process of manufacturing 
(the wtistagc or ‘lyemana’ and the wages 
or ‘majuri’). Together wastage :ind wages 
are his profit called *labhade\i‘ which 
literalh means 'added by the gotldess’. 
rite tcmpoial prticvss of tianstoi mattoii of 
'uhstance (gvild) into form iproducl) is 
thus the result of a cosmic exchange 
between the male and female coiistmieni 
parts of the universe and not the result ol 
a worldly transaction. 

A closer l«K)k at the dialectic relationship 
lietwecn the ideal visvakarma placed out¬ 
side the world and the visvakarma crafts¬ 
men of the MK'ial world reveals the way 
in which the visvakannas co[>e with the 
fuiulamemal break Ix’twcen the iwooiders. 
The ideal concept of the universe consti¬ 
tuted bs a male and female [lari is mirrored 
in the mule, female and neutral in the 
world, riic place of the ideal visvakarmas 
is, in the world, taken by the crtdtsman 
specialist and generalist. The unavtiidahlc 
use of external agents in the world is then 
either mediated by the gtiddcss or denied 
by making them incidental. 

The visvakarmas conceptualise the self 
(as a group) and society in terms of a 
iransccndentcoinpleicncss. On the bound 
aries of the trunscendent order of the sell 
and mumlane order of society tor which 
they manufacture their products, the god¬ 
dess Kali is drawn to square the circle of 
completeness by her dynamic effective¬ 
ness. 

The nnished products of four crufts arc 
not complete products at the lime of 
delivery.-’ When a product is ready to be 
delivered, the craftsman calls it ’finished’ 
l“l have finished 'mugiside’ it”). This is 


an original Kannatia word from the verb 
‘mugisu’. which means 'to conclude’ or 
‘to finish’ and as such it is used. The 
.semantic value of mugisu dtics not stretch 
to include ‘to complete’. For the verli ‘to 
complete’ and the adverb ’coinpleiencss', 
there is only a Sanskrit loan woid in 
Kannada, which is textual ralhcrcolloquial 
(‘puma’or‘ctimplete’, ’perfect’: ’purana’ 
or ‘completion’;or paripumate' or ‘com 
plclcncss’, ’eniireness’. The participants 
ii.se these terms m the conte.xl of the 
myihtilogical Loid V'isvakarnian. 

The distinction the artisans make 
between (i) llnishiiu; a wi>rk and com¬ 
pleting a work, and tin between the use 
ofthc.se I wo terms m t w t' dil I'crcnt contexts 
(textual versus colloquial> adds to our 
undcrslanditig ol their perceptions and 
actions conLerniiig the delivers' of their 
piXKlucl. The carpeiiici 's bullock cat i does 
not yet cany the liiiul linchpin; the jx'ak 
('kalasa ) for the temple lower docs not 
yet include the iron rod to fix it. the eyes 
of the temple idol f'rnnrti’) still lemain to 
he opened w'illi the black for the pupil, and 
the wedding necklace still lacks the black 
beads Ckariniaiir) The craltsnian luiiuK 
overeach oflhese pnKliicisio the i espectis c 
patron some time betoro die pation is 
going lo use iheiii. I’be nine lag between 
delivery of the (iioiiuct and its fiinciioniiig 
in tlie w'oild ni.iy vary from craft to crali 
and Iroiii patron to patron. Slioilly hciorc 
pressing the pnxluei inio.scrvicc, the patron 
conducts a ceremony during w'hich the 
ciaftsnian actually completes the product 
I putting the linelipin. f'lsing the |>cak, etc). 

Naturally, after having delivered his 
incomplete product, tliccraflsman engages 
himself in a new work 1‘kclasa’). Alter 
some time, while this work is in progress, 
he receives a call Ironi the previous patron 
to attend the ceremony to complete the 
previinis one. The craftsmen eall it a ‘new 

I ^llll • Modi vs asd Immc, 

Modern 

Money licmIl-s a icl.iti>'nshi(). 

A loan is to be icpan' 

Piofit is made wlnlc sellinp a pindiict 

Hye l‘ur detail niut (|u.ility of prcxinct is plated in 
the ivt'rld. 

I’roJueers and coiisunieis lielong lo dil'fciciit 
networks (vcriieui piuduelioii). 
t‘oin[ielitton exists hciween inunulaciuicis 
vii-a vis the market 

Survival siralegy is linked wilh (lie finished 
piodurt. 

Note: In his discussion on the textile industry in 
Braudel observed that “processes which in 
Florenee) v<cre organised |in Indi.t] in 
198t<..5081 


work’. In our words, each work - the old 
one. the new one, and the completion of 
the old one - is considered to Ix' a separate 
assignment. Thus, the manufacturing of a 
product up to its delivery and making the 
product toady for functioning arc viewed 
as two different assignments. 

riiis system of breaking up a single 
production job into two different assign¬ 
ments IS not lesiricted to the members of 
one caste (visvakuima ) or lo so-cullcd 
traditional arti.siuis. In iiuKlemconstim'lion 
work, car|X’iilers, masons, plumlx’rs, elcc- 
liicians. glass setters, painters, polishers 
and sinnlai arii.sans of any ca.sic back- 
giouiul follow the same system. 

In its most simplistic form, the reasoning 
Ix'hind this ‘splitting system' is tiiiis; the 
transcendent ordei is the order of com¬ 
pleteness and perleciion. It is placed vmt- 
sulc the world where human beings like 
you and mcvmly reach on tlicir death. Ihc 
avoidance ol completion and perfection 
is thus an avoulancc of death This is to 
be seen both metaphorically and soeio- 
logieatly. l•ordl"■^^g tlieliiiic lapse lielvvecn 
‘fimshing’ ami ‘completing' a product, 
the at tisans slat I up a new work for another 
pation. The euliiirul ideology is thus in¬ 
separable lioin the mundane survival 
strategy; lieie iwodomainsihat m the west 
and III the moilcni state uie sepaiuted. am 
inlerivvined. 

The jx'rceplioii ol society in terms ol 
intert willed domains follows direclly horn 
the worldview. As the ease of llie visva 
kurnias dcinoiisiiales. the Iransceiulent 
order is the oiilet ol viiiues. compleleness 
and iwiieclion, for vvincli qualities there 
IS no place in the world 

I'l.kfi 1*1 los- Ol l'«oi»i,i .Ms 

An earlier siiivey'’ among earpentcis 
and goldsmiths and inlet views with a 
variety of other small enlre]vrcneurs in 

I Si >1 v } j 1ISOMIC ('l I.St I I'l S 

liuliueiiDiis 

,Muncy Icriiiiiuacs a rclamniship 
A loan need not always lie a'p.iiil 
Piolil IS made during the in.iiinf<uiiiiiii;'pi«< css 
nr .It Ihc lime ol piirehasinj' i.i'v ni.iicii.ils 
F’.yelnr detail andqii.ilily .IS.I'.pcciMil |H-ileclU)n 
arc placed niitsidc Die udiM 
’t here i.i a single nelwnit. nl (iDHlmers and 
consumeis (hnii/iniMl piixliiilinn; 
Oimpclltlnn evivl'. betnei-ii dcaleis vii-ri-eii 
theiiianul.K'Iniei ..niillielweeii wnrkeisimIhc 
sIlnpIliK'r. 

Suivival sti.iievy iv liided with llie unfinisliud 
piniliiil 

India and l'.iirii|x‘ in Ihe I7lh and IKth ccntniics, 
l‘iii(ipe 'Acic \<’rneally linked (as in nth century 
-.epanile tninparlmciits Ihun/nntallyl" {Braudel 
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Karnataka revealed that the small industry 
faces many technical and administrative 
problems. Among ilic most common 
problems mentioned arc; the erratic elec* 
iritity supply which affects production 
and subsequently repayments of loans; 
pollution control measures which arc 
costly, and which if implemented, nega¬ 
tively influence the industries' com|x:titive 
position; lack of capital and sustaining 
Ciipacity in the context of entry of multi¬ 
national companies with huge investments. 
Although in most regions of Karnataka no 
serious lalMiur problem was reported, the 
entrepreneurs take care not to employ a 
person who is not the only breadwinner 
in his hou.sehold. 

Reflecting on the situation of small 
enterprises in Mysore, one successful 
industrialist drew attention to three points; 
the pixiblems of manpower, quality control 
and the measurement of success. In his 
own words: 

1'hc ignorance alMiiil India hits you when 
you travel outside thccmimry. The country 
is painted in .such a way abroad that people 
then.' ask you whether you arc from the 
land of cows and beggers! Even in China, 
a country which has a bigger population 
than ours, I met with this idcntirication. 
The country's progress will definitely lx? 
ictarded until and unless we spend a lot 
of money on research and development 
(K and D). Unfortunately we do not have 
the required manpower for tliis. Another 
lug drawback which the country faces is 
the lack of quality. A woman worker who 
with all the devotion draws a 'rangoli' in 
front of licr house, will not devote the same 
attention for making a product. For 
instance, in u Japanese prmkict, even under 
a microscope. Haws cannot be detected. 
But with nuked eyes we can point 
imuimcrable mistakes in our products. It 
w c have to be successful then tlie only way 
Oft is eye for detail. 

It .siKccssismeastircilincrorcs then I have 
not been successful. Is running an industry 
with a big tum(<vcr considered a success? 
Then wc have to ask a related question. 
Have we been able to achieve anything at 
the personal front. Whui is it that we have 
done for the stKicty'.'^ 

Another inilusiriulist focused on the 
changing scenario and its implications for 
employer-employee relationship thus; 
What is the strategy to face the imiumci able 
problems? Would the problems be sorted 
out if wc ask the big Ixtys (induslnali.sis) 
who arc the achievers? 

I'lieie is a tremendous amount of confusion 
for small scale indu.strinlists.lnuchangmg 
scenario, what we need to remember is to 
forget tile past. During liberalisation wc 
tM^mc complacent. Die-hard habits have 


to die. The scene now has completely 
changed. We have spread a red carpet for 
foreign investments. Duties continue to 
come down. Indian ingenuity of bringing 
gotxis fiom outside also adds to the 
competition. Timely finance continues to 
elude us. The big question is: will the 
multinationals (like the British who came 
in the guise of doing business) rule us? 
We have to go back to the drawing boards. 
Every small issue needs to be addressed. 
Quality has to be looked at on a micro 
level. We have to go back to the customer. 
Not only has the costing to be done 
realistically, but even the employees have 
to be involved in the think lank. 

On the enterprise spirit another 
industrialist said: 

Small scale units (SSI) in Karnataka and 
especially in My.sore have degrees of 
inadequacy. More than referring to them 
as problems, the SSIs should feel that it 
is inadequitcy.'1'hcmental makeupre()uircd 
to start a SSI is to be less cynical and more 
po.sitivc. We have what is called the 
aspiration deficit. We do not aspire and 
hence wc do not succeed. The cutting uige 
in approach to business is enabling people 
and empowering them and only then can 
success be seen. 

The foregoing ob.scrvation.s may be 
brought under two main headings: (i) 
practical problems in the finuncial and 
technical ureas and (ii) conceptual 
problems on the micro level of the 
orgamsiitions. 

In this article, I restrict myself to an 
attempt to throw more light on the 
conceptual problems. 'The noted problems 
such as lack t'f manpower for R and D. 
lack of attention to detail, overall quality 
control of production and the inclusion of 
a ountribuiion to srKicty in the meusure- 
inent of the achievements of an enterprise 
arc problems that relate to the cultural 
dimension of development. 

This led most of the interviewed 
industnali.sts to the conciusio:i that India 
has to evolve its own model of develop¬ 
ment. According to Maiathi Bolar, director 
of the Sri Dhannasthala Manjunathesvara 
College of Management: “When wc talk 
of lihcralisation, we talk of the growth 
mtxlel given to us by the western world. 
What the counlry needs to do is to create 
a modi .1 that bcnefils our own needs." 
Quoting the noted economist M S Swami- 
nathan who .stated that "we are on the 
brink ol sustainable life lines and unac¬ 
ceptable poverty”, she added that a new 
model should measure 'ndustrial success 
al.so in terms of a contribution to the society. 

In other words, a new mrxiel should be 
built on concepts from both the global and 


indigenous knowledge systems. For the 
present model, which originated in Europe, 
apparently does not work satisfactorily in 
all industrial sectors, In this model the 
concept of ‘development’, meaning 
growth, is a purely economic concept. It 
is a monolithic, unidirectional and 
singularly economic concept. By contrast, 
the indigenous concept of ’development' 
is a multidirectional, pluralistic concept 
covering different domains simultancou.siy 
- the economic, the ritual, the political and 
is worded in a religious term, namely, 
'purity' [for an elaboration sec Brouwer 
1992; forthcoming]. 

The two concepts arc thus not only 
contrasted, but the indigenous concept 
encompasses the mrxlem concept at the 
same time. The more comprehensive nature 
of the indigenous concept stands therefore 
open to certain aspects of the modern 
concept. The openness or flexibility of 
indigenous society gives opportunities for 
modem development to find its niche in 
or among the indigenous developments. 

The small entrepreneurs and other 
players in the local markets who head 
manufacturing or trading companies .seem 
tc be well versed in practising the western 
view of tile economic domain as com¬ 
prising the perceptions that (a) production 
and consumption arc different aspects of 
the economic domain; (b) division of 
labour is directed to individual needs in 
objectified terms; (c) cash operates as a 
nexus; (d) profit is made between produc¬ 
tion and consumption; and (e) investment 
decisions arc taken under economic 
abstractions. Subsequently 'development', 
meaning growth, is a purely economic 
concept. 

This view of the economic domain, 
which i.'i prevalent among the industrialists, 
entrepreneurs, and the state, contrasts with 
indigenous perceptions of the various 
factors. The artisans, particularly the 
visvakarmus, perceive (a) production and 
consumption as belonging to a single di.s- 
course; (b) divi.sion of labour as a meta¬ 
physical aspect of the ritual domain; 
(c) cash not as a means of connection, but 
us a means of di.sconncction, thus streng¬ 
thening the ritual domain; (d) profit being 
made during production and thus as a 
leftover of ritual- and (e) investments 
decisions as cultural ideological abstrac¬ 
tions. 

As one of the industrialists said we 
should certainly not ‘‘forget the past”, but 
should know and understand the past while 
designing a new model. What wedo know 
about the present, modem model is that 
money creates a relationship, for example 
between employer and employee. We also 
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know that a salary or wage is paid for the 
work done and that there is a relationship 
(in the sociological sense) between the 
payment from A to B and the work or 
services delivered by B to A. A loan is 
viewed as belonging to a separate logical 
domain of Hnancial reference and equally 
logical it is to be repaid. 

The concept of competition is placed on 
the side of manufacturers. It exists between 
them vis-a-vis the market of consumers. 
Hence, the network of producers and 
consumers are two distinct networks. 
Finally. in the mtxlcm view, profit is made 
at the time of delivery of a prcniuci. i e, 
when it is sold. The profit margin is then 
influenced by the demand for the product. 
Ihe tabic gives a .schematic reprcseniution 
of modern and indigenous economic 
concepts. 

When I suggested that the actors in this 
.sysifin need to learn ‘from the past', at 
least in India, 1 do not mean this strictly 
historically. For the history of India has 
shown more ca.ses of juxtaposition than 
of replacement of systems. Therefore, we 
may look for the past in the present. 

ANM.YSIS 

Unlike most social scicniisis. I have 
iitiemptcd to approach the meaning of 
economic transactions involving local 
artisans. The analysis of their ideal in the 
context of their crafts revealed the concept 
of completeness as a key feature of their 
indigenous knowledge system. It further 
showed that the .social, religious (ritual), 
economical, and political domains arc 
intertwined in this system.*'*-'^ 

I may now schematically summarise a 
few relevant a.spccts of the mental maps 
of the ‘indigenous’ and ‘modem’ entre¬ 
preneur. It has to be borne in mind that 
there is. in India at least, al.so something 
like ‘the modernity of tradition' [Rudolph 
and Rudolph 19671. Traditionally both the 
systems laid out below can be found. 

As 1 sec it, these observations are of 
particular relavencc for the oiganisation 
of .small enterprises and may thus serve 
as one of the inputs for a new development 
model. 

Most small enterprises in Mysore face 
problems that relate to management of 
human resources. In many ca.ses the entre¬ 
preneurs may. in the following scheme, 
be classified under the 'modern', while 
their employees follow ways of thinking 
whichevolvefromthe ‘indigenous’ mode. 

Not long ago the sociologist Maurice 
Bloch and co-author Jonathan Parry, the 
anthropologist, wrote that “anthro¬ 
pologists, historians and sociologists have 
commonly fallen into the trapof attributing 


to money in general what is in fact a 
specific set of meanings which derive from 
our own [European] culture" |Pan-y and 
Bloch 1989:11. And indeed in the western 
cultures as well as in the view of the 
modem state outside Europe, money is 
perceived as a means of exchange. As we 
have seen abtive, this is not the ca.se in 
India. 

F<ik a Nitw Moimj 

Observing ctmtnist. if not conflict, 
between the modern and Indian indigenous 
economic pcicepiions. 1 shall accordingly 
argue for the incoqHiration of relevant 
economic as|)ecis of indigenous know¬ 
ledge sy.slems in a new development model. 

The concept of money: Emphiyees of 
small enterprises in Mysore in general do 
nut link the salary with the work they carry 
out in the factory, but view the salary as 
a payment to cover exi^nditure at home, 
rherefore, it is not surprising that most 
entrepreneurs see lower attendance of 
workers after pay-day and full attendance 
lieforc lestival days. Employees who are 
keen incontinuingcniploymcni takcevery 
op(iortunily to pmsenigiftst mostly sweets) 
iti their managers anil co-workers. On Ihe 
basis of siiuation-specific meanings of 
money, Ihe managements of small 
enterprises need lo design a fine balance 
between payments and gifts. 

The perceptions of loan and debt: 
Between enterprises and the modern 
financial institutions of society there can 
only be modem concepts of loan atid debt. 
But intra enterprises an osmosis between 
the indigenous and mixlcm concepts ol 
loan may be worked out in conjunction 
with the prevailingconcept.s of money and 
gift. 

The concept of profit: The indigenous 
concept ol profit as being made during the 
manufacturing process needs to be studied 
in connection with an enterprise’s specific 
solid waste problem. Depending on Ihe 
type of enterprise, produced waste can be 
recycled and turned into a profit, keeping 
in mind the indigenous perception of 
finished product and subsequent division 
of labour and quality control. 

Thefinished nndthe completed product: 
The Indian perception of the difference 
between a finished and a completed pniduct 
has wide ranging con.scquences for the 
division of labour within a manufacturing 
unit and this implicitly touches upon the 
problem of quality control. 

Quality control: In the Indian context, 
the problem ol quality control requires a 
solution significantly different from 
western solutions such as TQM. The TQM 
is in principle integrated in the entire 


prixluction process. As we have .seen above 
perfection is placed outside the world. 
Hence, it scents more appropriate for Indian 
small entrepreneurs lo organise quality 
contnil di.scoiiiiecicd from the process of 
production ii.self. 

Obviously, the organisation of payments, 
division of labour and quality control are 
ureas that require industry-specific research 
in a defined cultural region prior to 
reorganisation or adjustment lo new 
scenarios. 

Notes 

ft his urtU-lc is an outcome of u rccomly completed 
research project on indiijieiioiiN economic coiiceiMs 
s]H>iisorcd by Ihe Indu-Dulch piograimiie on 
;thrmatiYcsiiidc\elopmcnl(ll)l’Al)). I'heliiigue. 
My grutilude to ihe IDI’AI) iiiui also lo vaiioiis 
iiuliisirinlistsot Mysorctoi lheirkimleo-o|K'ruiion. 

I wish to meniion cs|H-cijlly Alok Ciiipta tor his 
ciicouiageiiicitt and .sliiniilating discussions | 

1 I’ieirc I.achaier's woik tocuscs on the 
eonluinporary Indian ecoiuiiny through ii stiiily 
ot casics (piulicularly iIh* lolianas and sindhis), 
eommiMiilics and tlu* tia/aar. lie is the aulhoi 
of Ihe term ihe ‘traditional lineage firnr 
ll-iichiiicr |iW2; IWh. 1W| 

2 .Ainoii)! ccuiioinic studies in general and those 
iclalcil lo India, lliosc of Amnily,i Sen aie svcll- 
nown exccplions 

.t lleesteiiii!|n was Ihe first to draw attention to 
the historical and coniempoary ditl'eieia'cs 
tielwcen the interior and coastal areas ol India 
lllecsiermaii 19110. I'lSSl 
4 lilscwlieic (Hioiiwei I'Wal I has'C prc.seiitcd 
the vi.svakarma view on self (us a pioup) and 
.society at length. 'Hie most signilicani fnulinp. 
is that the s isvakarmas considei (he self us life 
in contrast lo six'iciy (death). 

Although the carpenters, coppersmiths, 
scut|>tnrs and goldsmiths quote then ikkioiis 
us saying (hat they conduct the 'deliverypiija' 
tin their pios|ivii(y, it is the visvakaiina 
|K'icc]i(inn of his cialt and his |iosition in the 
world which demands this piija and his activity 
ihciein. Notwilhstunding Ihe siinihirity in 
peit'orni.ince of the 'delivcrv pnja' and Ihe 
'.lyndha pnja'. the siriictiiral |ai.sitioii ol Ihe 
ccicinoi.y IS different. Here I observe a 
congruence Ix-lwcen the visvakarma view and 
the gcncr.'d |)crccption prevalent in society 
ivgarding iron prialucts. And of coin sc. ihe 
blacksinith does not need a puj.i, tor Ins 
icintionship with the gixtiless is not one ol the 
worshipof sacrince'. which pii|alilci.dly ineans, 
but one of .sairifice itsell IHronwer l‘W7al 
f) The surveys I'onned pait ol the lljI’All projia;i 
and most data were collected Ix’iween 1991 
and I99f>. 

7 The question "whal is ii iii.il wc have done for 
the sotiety" refers, in .m lological terms, to (lie 
public doiiinin Tins c. Ihe domain ol civil 
sixricly and the stale in conii.isi to the private 
doinuiii ot kinship :iiu! iillinity iclatinnsl.ip as 
well as ill,It ol .1 IS iilc! lacc-to-lacciclaliiinships. 

K l-'ctt aiilliors base noted the inlcrlwiniiing 
doinains as a riindanicntal tealure of Indian 
SIX icty. 'Iliusdalcy forusing on the indigenous 
concept ol debt in northern India concludes 
that iis “economic aspect, explicit and laiiiiliar 
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lu UK, IK however mislcadinj;, for i( i.s 
accompaiiied here hy a (Mililieal tliincnsion, 
.ind al die same time pteMippotes u nioie 
t'lindunicntal moral value 'I'hc ugrccmcnl (hat 
biiid.s debtors and cicdilors concerns less the 
reisayment ol the loan itscll'biit rather defines 
mutii.il iibiift.itions ol a broudei nature” lOaluy 
IVK(-b7| Dstor observes that in eastern India 
"the domains ol kinship and faniily, polilies, 
ceonnmics, a-lijtion, and ideoloity arc culliirally 
and biKiorically constructed forms” |Ostor 
l'IK4;IKb| KollT in Ins study on the Indian 
'military lalHiur inaikcl' stales that "coneepls 
sueh as nummalism, burraiieraey and the labour 
market, lliiiiigh of universal validity, inny have 
:ui imiairlance in the conrii'iinilinn of Indian 
society and rivilisalton which is different troin 
its im|airtance elsewhere, just as the liiikaftes 
Iietweeii the elemcnls of the slnictiire may be 
different in India” (Kollf I'WO; Discussing. 

indipenrHis knowledge on ugncultitre. Ludden 
concludes for southern India that the political, 
nuial and technological domains arc intertwined 
with the indigenous term for ugricnltiiro 
t'vcilanmai') being formative ll.udden I<f9.1|. 

*1 Modern development discourse, whcllier from 
the vantage point of sociology, economics. oi 
political science, ate a.siomatic in the universal 
validity of such categories as 'money', 'profit', 
and 'debt', liy i.solaliiig and prioritising Ihc 
economic domain, which is chaniclcristic of 
the liumpean perception of society, they 
conclude, in so-cullcd objective terms and 
categories, that local economics are 


uiiderdcvcioped and need intervention to bring 
them 111(0 mainstream economy. Whether such 
studies are Weberian or Marxist, they have in 
eominon (he a priori b<}undarie.s and terms of 
comparison. 
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SmaU-Scale Industries in West Bengal, 1971-97 

Data Analysis for Study of Growth 

Kubiii Mukherjec 
Pruiiab Kumar Das 
Uttam Kumar Bhattaciiarya 

This paper is concerned with examininff die di performance of small-scale industries in UV'aV JSeni’al over 
the last 25 years or so. The analysis is based on data published in the Ecot)Oiiuc Review of the ftovernmeni of 
West Bengal. This publication provides information on the number of new registrations and employment in such 
units by districts. Based on these data we first consiriicted time series of number of registered units and employment 
as on March 31. every year, and then calculated die growth rates of the two series, in alternative ways, separately 
for each district. The growth rates are obtained hr rittiiig trend curves as well as by averaging year-to-year growth 
rates. Considerable interdistrict variations in growih rates are observed. Attempts have also been made to examine 
the inter-temporal di.strictwi.se variation in the absolute number of newly registered units and in their employment. 


No clear trend in the inu rdistrict 

1 

Introduction 

FA ER since the inception of plunning for 
economic development in Indin great 
emphasis has been lauloit the development 
of the small-scale iiukisirics (SSI) sector 
(see Suri (lOSS) and Tyabji (1989) foi 
Uitthcr details). In fact, the SSI sector has 
been expected to play a crncial ode in the 
indu.strial development of the country. 
Indeed, the growih of industric.s in this 
sector has been a dominant feature ol our 
economic development since iiuie- 
l>eiidence. It is cstimaled that this .sector 
accounts lor alniut 40 per cent of the total 
industrial output and contributes about 35 
per cent of the total direct exports. So far 
as em])luynient is concerned it comes next 
tinly to agriculture (KBl 1998|.* 

The emphasis placed on the SSI .sector 
in the indu.strial development of the country 
is due to its high employment generating 
capacity and low investment requirement. 
This led to the adoption ol policies for its 
promotion. Such promotional policies 
include, among others, prtxluct reservation, 
infrastructure support, directed and 
concessional credit, tax concessions, 
special assistance in prcKureincntof equip¬ 
ment and material in short supply, quality 
control and market network etc. It now’ 
seems important to examine the extent to 
which the policies, progruinmcs and 
institutions which evolved over the past 
four decades or so for providing govern¬ 
ment support for the promotion of SSI 
have achieved their objectives. It is 
necessary to consider the need for refonns 
in the existing policies, if any, and design 
new policies which will facilitate the 
growth of this sector in the light of 
international experience and the recent 
economic policy reforms. In fact, the 
government of India did set up an Expert 


disparity in this i expect is noticeable. 

Committee on .small enterprises in 
December l‘)<)5 under the chairtiianship 
of Abid Hussain.The committee submitted 
its report in Januarv 1997 and some of its 
recomtnciidailolls have already been 
accepted aiul iiiiplemenlcd.-^ 

The objective of this pajH'i is not to re¬ 
examine, the i.ssiies eonsidcreil by the Abid 
Hti.ssum ('oinniiltcc nor to comment on 
the recent decisions made by the gtivcrn- 
meiit regiirdingtlic SSI sector. Ourobjectivc 
here IS i|iiitc limited and more focu.sctl. Wc 
want to cxaiiiine the growth pcrfoniiance 
of the SSI in West Bengal by districts over 
the htsi I.'S jeais or so. However, gel a 
proper perspective and for a better 
appreciation, wc look at the record of the 
SSI sector at the all-India and state levels 
and then ptiss on to the West Bengal .story 
for the SSI tiitcluding codage industries) 
sector. However, since noti-uvailahiliiy of 
data on a regular basis restricts the scope 
of any kind of study on the village and 
small industries (VSI) or the SSI sector, 
wc describe, in the next section, the 
oiganisational structure and the principal 
souiccs of data on these scctoi's and point 
out the limitations and gaps in such data. 

II 

Organisational Structure 
and Data Source.s 

The orgiinisiitioiial .structure of the 
industrial secioi in indiaisquiledivcrsificd 
and complc.x This sector can broadly be 
divided intotwogroups.‘organised sector’ 
and ‘unorganised sector’. The organiscti 
sector covers industries which are regis¬ 
tered under the Factories ,\ct 1948 and is 
also sometimes called the ‘factory sector’. 
This segment includes factories which em¬ 
ploy 10 or more workers on any day during 
the 12 inontlis preceding registration and 
are using power (registered under section 
2m(i)) and units which employ 20 oi more 


wtirkers on any day not using ptvwcr 
(regi.siercd under .section 2m(ii)). .Such 
factories are further sub di s ided iiilt' what 
is known as ‘census sector’ factories and 
‘sample .sector' factories. Those registered 
factories winch employ 5()t)r more workers 
on iuiy day using power or 1(K) or more 
w'orkeis without power belong tti the ecu ■ 
sus .sector. ' All these are completely enu¬ 
merated. In fact, these factories arc under 
a statutory obligation to submit annual 
retui n tothecomix’ient iiuthority m standard 
profonna giving operulionul details of the 
unit during the previous year. All other 
factories belong to the sample sector and 
forlliisseclorasampteoffactoriesissi'lccled 
every year following some well-defined 
probability scheme,.ind information similar 
to that ohuiiiied lioin the census .sector 
lactories is collected from them. This 
information isthen used toderiveestimulcs 
of iinporlani variables lot the ‘sample 
.sector' as a whole which are then I'HKilcd 
with the census sector aggregates to get 
information for the facl«iry sector. This 
information is published every year in the 
Annual Survey oj liidu.strie.s (ASI) which 
is the principal source of daui lor the 
uigani.scd manufacturing sector m India. 

It must be clear frtJin the iibove tle.scrip- 
tion that the factory scctoi voinpiises the 
large and medium inanulactutitig units 
(defined in terms ol employment) of the 
industrial sector in India. The rest of the 
manufacturing secioi i> consists of a 
number of .subsectors. I his, the un¬ 
organised or the iioii-laclory sector is 
divided into sub gmups: (i) small-scale 
industries (S.SI i; f ii)powerlooni; (iii) khadi 
and village nidusirics; (i v) hundlooms; (v) 
handicralts; (vi) coir; and (vii) sericulture. 

■fhe lelativc importance (in terms of 
employment) of the manulacturing sector 
in Indiacan be gauged from the inforination 
presented in Ttible 1. 
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It is ats(> iin|K>rtant to note that these 
segments thll administratively under the 
put view ofdiffcreni hoards/commissions, 
c g, textile coniniissionert for powerloom), 
Khadi and Village Indusirics Commission 
(for khadi and village industries). The 
Small Industries Development Organi.satiun 
(SlIX)) under developincm commissioner, 
SSIs, is rcs(Min.sible for maintaining the 
database of statistical information 
pertaining to the S,SI units falling in its 
put view and also for devising policies for 
the development of the SSI sector which 
arc i mpicmcntcd by the slate governments. 

Two important (joints to be noted for 
the SSI sector in this context are (i) as 
opposed to the factory .sector, SSI, which 
constitute a very large segment of tlte 
industrial sector in India, arc defined in 
terms of capital invested in plant and 
machinery and not according to employ¬ 
ment size; hence there can be an overlap 
between the factory sector units and the 
SSI units; those registemd factories which 
invest less than the amount specified* for 
a unit to be treated as sinall-.scalc belong 
to iJoih the groups; and (ii) there is no 
system of compulsory registration of the 
units in the SSI sector and the units an; 
not required to supply operational details. 
Ill other words, there is a scheme of 
registration of SSI units with the state 
directorate t»f industries (SDIs) but since 
the registration is vuluMiary, a considerable 
proportion of units do not get themselves 
registered. TTicre is no 11 rm estimate 
regarding the number of SSI units which 
are operating but arc not registered with 
the SUI. One su.s|)cc(s that this inimbcr is 
greater than that on the rolls of the SDI. 

Against (his background, if one looks 
at other sources of data for this sector one 
finds (wo All India censuses of small- 
scale units - the first conducted during 
197.V74 with ld72 as the reference year, 
and the second carried out in 1990 with 
reference year 1987-88. There liave been 
two follow up surveys in 1982-83 and 
1994-95. The main (jroblem with these is 
that they cover only those units wltich arc 
registered (voluntarily) with the SDI. The 
huge number of unregistered units remain 
uncovered by the.se censuses and one docs 
not really know much uIjoui sucit a vital 
part of the industrial .sector of oui country. 
Kven with those two censuses, the gap 
seems to be too long and it is not clear 
how often such censuses will be earned 
out in. There is cuiTcntly talk of carrying 
out the third census in (he very near luturc. 
The piohlem is that unless the unregisieivd 
units c.in somehow he covered, policy 
planning with regard to the small-scale 
sector can hardly be done properly. 

The (irohlem becomes all the more 
complicated when one takes into account 


the high rate of mortality in the SSI sector. 
Anybody who has tried to conduct a survey 
of small-scale industries must have had 
the frustrating experience of finding many 
units eUxsed down or simply untraceabic. 
This feature has been documented in a 
table in the ‘Report on the Second All- 
India Census’ (Table 2). 

Finally, there is another source of data, 
which is the most comprehensive and 


perhaps the most informative compared to 
other sources, and that is the economic 
census. There have so far been three 
economic censuses carried out in 1977, 
1980 and 1990 along with some follow¬ 
up surveys. At present, the fourth census 
is being carried out and the results are 
likely to be available in the near future. 
1 1 shou Id be noted that the economic census 
coven both the registered and unregistered 


Txiii-r 1: b'Mi'i.oYMUNT IN Siib-Skturs oi Manitacivrino SreroR in India, 1992-94 


Sub-Sccior 

nmnlovnieni (In Million) 

Annual Growth Rule 


At 

Bnd 

March 


_(Per Cent) 


1992 

199.3 

1994 

1992-93 

1993-94 

Tolul ina'iuiaamiiiji 

3.1.11 

33.7.3 

.34.46 


1.9 

2.2 

(1) Large and iiicJiiiiii .‘i.82 

.5.81 

5.65 


-0.2 

■2.8 

(2) Ueeeniralisvd 

27.29 

27.29 

28.81 


2.3 

3.2 

(a) Modern 

18.48 

18.91 

l‘J.44 


2.3 

2.8 

(i) Small scale 

12.98 

13.41 

13.3J4 


3.3.3 

4.0 

(ii) Powerlonni 

5.50 

5.50 

5.50 


0.00 

0.00 

(h) Traditional 

8.81 

9.01 

9.37 


2.3 

4.0 

(i) H.indl(Hiiii 

3.5.3 

3..53 

3.67 


0.00 

4 0 

lii) Khadi 

0.47 

0.48 

0 48 


2.1 

O.tM) 

(ill) Village industry 

1.20 

1.22 

1.23 


1.70 

0.80 

(iv) Coir industry 

0.18 

0 18 

0.18 


0.00 

(>.00 

(V) Sericulture 

1.82 

1.8.3 

I..S7 


0.50 

2.20 

(vi) liandicialls 

1.61 

1.77 

l.‘J7 


9.90 

9.60 

.Source: Drujt Miil-Tcnii Aiipuiisul oj tin 

■ kiftlilh Five-) rtti I'Uiit. Iv'l2-‘r7, Planning Coiiiniission. 

1996 
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fl'er ccri) 

Slate 

No of 

Non- 

Non- 

Non- 

Working 

floscil 


SSI Units 

Traceable 

Responding 

SIIX) 



Andhra ITadesh 

54762 (5.55) 

0.66 

0.08 

0.60 

71.60 

27.0.5 

Assam 

8290 (0.84) 

19.15 

1.21 

4.82 

5.3.44 

20.89 

Itiliar 

.53602 (5.43) 

3.78 

0.73 

1.52 

65.98 

27.97 

(iiijarat 

58328 (5.91) 

4.22 

2.47 

0 45 

6().rx) 

32.85 

Haryana 

48493 r(4.91) 

2.76 

1.84 

.3.71 

48.42 

43.27 

lliiiiachiil Prade.sli 

108.36 (t.IOi 

4.82 

0.34 

4 04 

64 44 

26,36 

Jammu and Kashmir 

146.31 (1.48) 

4.57 

3.69 

2.13 

62.06 

27.55 

Karnataka 

59469 (6.03) 

4.21 

1 67 

0.14 

68.14 

24.60 

Kerala 

380.30 (.3.85) 

0.18 

0.06 

1 20 

67 62 

.30.9.3 

Madhya Pradesh 

124553 (12.6) 

7.19 

0 88 

2.27 

61.19 

28.48 

Mahurushtia 

50589 (5.12) 

5.87 

7.24 

6.04 

9.25 

21.60 

Orissa 

1.3892 (1.41) 

12.29 

1.28 

0.51 

59.9.5 

25.96 

Puiijah 

94544 (9.58) 

17.24 

2.91 

0.35 

.54.48 

25 02 

Rajasthan 

.5(XHI1 (5.07) 

2.9SJ 

1.05 

1.13 

58.95 

35.88 

Tamil Nadu 

8.3267 (8.43) 

0.38 

0.45 

0 64 

68.71 

29 81 

Ullar Pradesh 

95285 (9.65) 

4.08 

0.79 

0.00 

56.01 

.39.10 

West Bciigat 

94.362 (9.56) 

7.52 

1.22 

2.12 

49..59 

39.54 

Delhi 

1829.3 (1.85) 

13.0.3 

.3.52 

0.20 

55.69 

27.56 

All India 

986861 (1(X)) 

5 78 

1.62 

1..54 

60.17 

.30.89 

Source: Ke|Hirt on ihc All India Census oi' Small Seale Industrial Unils, Govcniincnl 

of India. 


TaIUI PiRIDRMAM'l OI SSI IS INDIA 


Year 

.No of Unils 
as on Dee .11 
(Lakli.s) 

Fmployrneiil 

(Lakh.s) 

Gulmit (Rs Crorc) 

At Current At 1990-91 

Prices Prices 

Bxpoils 
(Rs Crorc) 

1990-91 

19.5(-) 

I2.5..3(-) 

1.55.34(K-) 

255.340 (-) 

9664 

1991-92 

20.816.9) 

I29.8(3.6| 

178690(15.0) 

160156(5.6) 

13883(4.3.7) 

1992-9.3 

22 5(8.2) 

134.1(3.3) 

209.3(X1(I7.I) 

169125(7.1) 

13883(28.1) 

1993-74 

23.8(5.8) 

1.39,4(4.0) 

241648(15.1) 

1811.3.3(10.3) 

25307(42.3) 

1994-95 

25.7(8.0) 

146.6(5.2) 

29.3900(21.7) 

199427(10 1) 

2<X)68{14.9) 

1995-96 

27,2(5.8) 

152.6(4.1) 

.356213(21.2) 

219968 (10.3) 

36470(25.5) 

1996-97 

28.6(5.2) 

160.0(4.8) 

4126.36(15.8) 

- 

39249(7.6) 


.V III’. Figures in die hiackets inilieulr per ccnl cliange over ihe previous period. 
Stiun-r: Various issues of Et-onomic Siirwy, (ioscriiment of India. 
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units. Therefore, it is possible, in principle, 
to get a frame covering the whole of the 
small-scale sector for use, for example, in 
the third census of the small-scale units. 
Unfortunately, the information presented 
in the published reports of the three 
censuses is not uniform and one cannot 
make comparisons overtime. For tmy good 
comparative study one has to go buck to 
the raw data and work out his requirements. 

The present study concentrates only on 
one state - West Bengal - and tries to look 
at the growth of the SSI in the state in terms 
of both the number of units and employ¬ 
ment. To .start with, we look at the situation 
at the all-India and also at the state level 
in respect of the number of units on the 
basis of the limited data that were available. 

For West Bengal, we have used the tiata 
from the Et-imomic Review published by 
the government of West Ben cal before 
pre.senting 'he annual .state budget. The 
Review gives infonnution on the number 
of units and employment by districts of 
West Bengal. We considered the period 
from F)7]-72 to 199fi-97 for our study, 
although we present here regrassion results 
from 197.5-76 to 1996-97. 

There are a number of problems with 
the data. Firstly, the data presented in the 
Rcoiiomif Review relate to cottage and 
small-scale industries as supplied by the 
directorate of cottage and small-scale 
industries. Secondly, as pointed out earlier 
the infonnution is based on units registering 
voluntarily and, as is well known, there 
is a large proportion of existing units which 
do not get thein.sel ves registered and hence 
arc left out. On the other hand, wc have 
already noted that there is a considerably 
high proportion of registered units which 
close down and should therefore be 
excluded. On the whole, in a series of cumu¬ 
lated figures, the net result of those two 
facts may render the figures less i nacciirale. 
The matter gets further complicated by the 
fact that the employment figures given in 
the Econoin:i. Review relate to those at the 
time of registration. Rut then again it is 
unlikely for these units to grow fast in 
terms of employment, if at all. 

While working with thc.se figures we 
faced another problem. The Economic 
Review publishes information on new 
registration during l!ie year and also the 
cumulated figures as on Match J1 for some 
years. In other words, we get the flow 
information along with the stock figures, 
though not for every year. If one tries to 
cro.s.s-check tlicse figures, i e, tries to build 
up the .scries of stocks by adding or 
subtracting the flows forward or backward 
starting with the stock for some particular 
year, certain inconsistencies arise. What 
wc did, therefore, for this study is to 
construct the series starting with 1972-7.3 


stock figures by adding the successive 
flows over time. In doing this, however, 
we found 1974 to be an abnormal year 
since for every district the number of new 
registrations in that year was very high. 
We carried out the analy.sis for the series 
starting from 1972-73 as well as that for 
1975-76. but report mostly tlte later rcsulks.' 

Ill 

Results 

All-India persinrlive; We start with an 
appraisal of the perl'ormanee of SSI sector 
at the all-India level, on the basis of some 


selected information presented in Table 3 
pertaining primarily to the post-reform 
period. Wc find that the growth in the 
number of units as well a.s in employment 
has not been uniform. I lowc ver, two points 
seem to stand t)ut. Firstly, the grow'th in 
employment has been consistently lower 
titati that in the number of units. Secondly, 
the last two years, particularly 1995-96, 
seem to be bad years. Ltmking at growth 
in output at constant prices, a con¬ 
siderable amount of jump is noticeable 
since 199.3-94. So far as exports are 
concemed. a remarkable feature is the luck 


I'miii 4: tisiiMAim .Simiuhi I-ou.m'ion-kir Ni'MiitK ih' KttiisirMiii.SSIs 
nv Si Alls - l'W2 Til l‘W2-<).^ 


•Sale 

f-'slimalrd Cocflicienls of 

In V - a b 1 _ 

Adj R- 

growth Raid Per C'ciil) 
l-.s|Hincnlial Average 

Trend Year-lo - Year 

Intercept 

.Slope 

Andhia (Vadcsii 

3.42(0.01) 

0.II.3(0.(H)2) 

0.998 

12.19 

12.31 

Assam 

1.37(0.03) 

0.125(0.005) 

0.986 

1.3.31 

1.3.19 

Bihar 

3.33(0.02) 

O.I03(0.(K)3) 

O.W) 

to 85 

10.99 

tiiijarai 

3.50(0 (M)4) 

0 .()%(0.00l) 

0.999 

10 08 

10.21 

Bars .Ilia 

3.39(0.041 

0 096(0 005) 

0.971 

lO.OH 

10.16 

Hiniaehal l’r.ulesli 

l.(>7(0.0.3) 

0.078(().(h14) 

0.976 

8.11 

9181 

Jammu and Kashmir 

2 20(0.0.3) 

0.0SS|0.(K)5) 

0.968 

8 87 

8.87 

Karnalakn 

t.l.S(0 0(1) 

(I I ‘liiiOOU) 

0.9(i0 

14,(8) 

14.47 

Kcr.ila 

2.84(0 1 3) 

II 11 /0l.(i.!0l 

(1.780 

I2.4i 

16.33 

Madhya i’radesh 

4.02(0.03) 

0 118(01818) 

0.9(8) 

12 52 

13.20 

Mahaiashlia 

3.4.3(0.021 

0.076(0 0021 

0.990 

7.90 

7.61 

Orissa 

2.40(0 03) 

0.044(0.18)5) 

0.888 

4..S0 

4.38 

Punjab 

3 8(1(0.01) 

0 097(0.002) 

0.995 

10.19 

10.29 

Kajuslluiii 

3.62(0.03) 

0.055(0(8)5) 

0.').16 

5.65 

5.88 

Tuiniln.idu 

3.57(0.02) 

0.124(0(813) 

0.994 

13.20 

12.91 

IJlIai Pradesh 

3.80(0.03) 

0.l<>l(0.(8)5) 

0 .‘W2 

17.47 

17.57 

West Benpal 

4,69(0 01) 

0.026(0.(8)1) 

0.988 

2.63 

2.-58 

Delhi 

2 81(0.01) 

0.047(().0()2) 

0.982 

4.81 

4.(8) 

All India 

6.91(0.01) 

0.074(0.(8)1) 

0.997 

7.69 

7.80 


Note: higures in hiULkcls arc standard crrois. 
Soiirt e Same .is Tahlc 3. 


Taiili- 5 . E.s'iMAm).Si Mii.<x.'I rlmi Iwiathin rw Niimhi-r oi- SM'SI i.-.ScAit Uniis hv UisiRicrs 
oi Wisi Bi-n(.ai. 197.S-76 ro l'W(».y7 


District 

Hsiimalcd Ctarfficicnls of 

-In y .r .a 4 fc 1_ 

Intetcepi Sloiic 

Adj R- 

(ir(iw(h Rale 
(PcrC’eiU) 

Cakulta 

9.80(0.0.3) 

0.049(0.001) 

0 977 

4.99 

24 Paiganas 

9.(/6(0.04) 

0.095(0 (812) 

0.987 

9.95 

Howrah 

9.0I(0.(M) 

(1.075(0.002) 

0.981 

7.84 

Mtirshidabad 

8.44(0.02) 

0 06.5(0.001) 

0.994 

(«. 74 

Midnapui 

7.96(0.07) 

0.116(0,(8)4) 

0.976 

12.41 

Nadia 

8.00(0 04) 

0.084(0 (8)2) 

0.982 

X 76 

Buidwan 

8.38(0.04) 

0.093(0.00.3) 

0,985 

') 7(1 

Hooghly 

8.03(0.05) 

0.091(0.003) 

0.975 

9..54 

Birhhum 

7.68(0.07) 

0.087(0.(8)4) 

0.953 

9 0(1 

Bankura 

7.87(0.02) 

0,073(0.(8)4) 

0,99.1 

7 57 

Purulia 

7.42(0.07) 

0.092(().(H)<1) 

0.958 

9.74 

Darjeeling 

7.35(0.05) 

0 003(0.00.3) 

0 97.5 

9.71 

C'laichhehar 

7.07(0.0(1) 

0.078(0.004) 

0.9.58 

8 1.3 

Jalpaiguri 

6.95(0.09) 

0.129(0(8)5) 

0 >)65 

13 78 

West Dinajpur 

7.13(0.05) 

0.089(0.(8H) 

f) 9K1 

9.82 

Malda 

6.98(0.11) 

0.107(0.(8)6) 

0 930 

11.30 

West Bengal 

10.9S(0.{M) 

0 08.3(0(8)1) 

0 983 

8.7) 


Notes: (i) Ri-grcssion estimates are based «m series cifrerislered sin.ill-scale units as on March 31 of 
es'eiy year. The scrie.s has been consiiiiiTed by aildiiiy siiccc.ssively the number of newly 
resi'tcred units each year to the sux;k figures fm number ol anils as on March 3i, 1973. 


(ii) l-igutcs m brackets are ihc staiulaid errors 
Source: Various issues of Economic Review, (iovernmeni of West Bengal. 
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of stability in the growth rales over tinui. 
There is a considerable decline in the 
growth rales ftom 1991-92 to 1992*93, 
which then pickerl up in the next year but 
again there was a drastic fall in 1994-95. 
Thereafter, 1996-97 turned out again to 
be a very bad year from the point of view 
of growth in export. On the whole, the 
behaviour of growth rate.s for the SSI 
.sector is iluctuating. 

Slate xcenario: In order to have a better 
appreciation of the situation in Wc.st 
Bengal, we wanted to look at the per¬ 
formance of other states. However, the 
necessary data for carrying out a com- 
p:irati ve analysis were not readi ly available. 
What we could quickly get hold of is the 
number of SSI units and that too for a 
shorter period of time. However, with the 
hope that even this scanty information 
may help, we estimated semilog trend 
equations for the states and calculated the 
(constant) growth rates for each state from 
these. The.sc are pre.sented in Table 4along 
with the arithntelic mean of year to-ycar 
growth rutcs.lt is remarkable to find that 
the compound growth rates aa* very close 
to the arithmetic average of the year-to- 
year growth rates except for Kerala for 
which the semilog lit was relatively poor. 
It is somewhat surprising to find that West 
Bengal registered the lowest growth rate 
of around 2.6 |x;r cent. Somewhat better 
performance is displayed by Orissa and 
Delhi. At the other end, are states like 
Dttar Pradesh, Karnataka, Andhra Prailesh, 
Assam, Tamil Nadu. Madhya Pradesh, 
Kerala, The all-India growth rale was 7.69 
per cent which tallies quite well with the 
rale given in Table 3. 

Wext Iteiigal peifoniuuKe: AsinentioncA 
earlier, we examined the gmwth rales by 
districts and separalely for the number of 
units and etiiploymciit. It may recalled that 
the data for West Bengal used in this study 
relate not merely to the SSI units but also 
include cottage industries coming under 
the pur\ iew of the directorate of cottage 
and small-.scale industries. Hence, from 
this (mint ol view, the picture is not quite 
comparable to that considered earlier. 

The estimated semilog trend equations 
for the number of small-scale units and 
employment in such units are re|H>ried in 
Tables 5 and 6. These equations have been 
fitted separately for each district to the 
.series of data constructed in the manner 
dcscrilied in Section III for 22 years. It may 
Ik noted that for all the cases the fit is very 
good, in some cases exceptionally good. 
We tried out alternative curves like the 
quadratic. In a few cases, the quadratic is 
only marginally better and hence the results 
are not reported here. The more important 
question, liow'cscr, is that of autocor¬ 
relation. In a number of cases, the DW did 


not show good results; in a few cases it 
was poor. We tried out some refinements 
but that exercise is not complete and hence 
those results arc not reported. 


Our next ta.sk was to consider the year- 
to-year growth rates for both the number 
of units and employment districtwisc. The 
arithmetic mean of these gnrwth rates along 


Txbix 6: EsriMATtn Scmii/ig Trsno liouAiios roR Umkujvment in Smau.-Scalc Units by Districts 
op West BcntiM. - 1975-76 to 1996-97 


Di.siricI 

Bslimalcd 

Coefricients of 

Adj R- 

Growth Rate 


In y 

= a -P b 1 


(Per Cent) 


Intcaept 


Sinpc 



Calcutia 

12.0210 02) 

0.0.59(0.001) 

0.987 

4.(8) 

24 Parganus 

11.97(0.tM) 

0.081(0.003) 

0.978 

8.39 

Howiah 

11.8.5(0.02) 

0.040(0.001) 

0.981 

4.03 

Murshidiibad 

10,3.5(0.02) 

0.059(0.(8)1) 

0.991 

6.08 

Midiiapur 

10.08{().07) 

0.103(0.(8)4) 

0.969 

10.80 

.Nadia 

10.4.5(0.03) 

().(8il(0.002) 

0.984 

6.26 

Rnrdwnii 

10,16(0.06) 

t).(W5(0.(KM) 

0.971 

9.<)9 

HiKighly 

10.18(0.06) 

0.090(0.004) 

0.901 

9.39 

Birbhuin 

9.70(0.08) 

0.085(0.005) 

0.935 

8.85 

Baiikura 

9.80(0.08) 

0,()72(().()05) 

0.939 

7.46 

Puriilia 

9.45(0.06) 

().084()).tB)3) 

0.967 

8.80 

Darjeeling 

9..30(0.ll) 

0.093(0.007) 

0.892 

9.74 

Coochbehar 

9.07(0.05) 

0.066(0.(8)3) 

0.958 

6.91 

Jalpaigiiri 

8.77(0.07) 

0.120(0.004) 

0.973 

12.81 

West Dinajpur 

8.40(0.07) 

().1()8(0.(8)4> 

0.968 

11.43 

Malda 

8.55(0.13) 

0.117(0.18)8) 

0.914 

12.38 

We.st Bengal 

13.23(0.04) 

0 06810.002) 

0.979 

7 08 

fifoiex anil Sourre: 

Sanio as Table 5. 





Tmh.i, 7: Yi AK 

-io-Yiar Growth Ksn 

. oi Ni.-mih'r cm Ri.cisii ri n Umi.s and 

f-AirnisMi.sr ir 


Disthrts cm Wi st Binciai. - 1975-76 lo 19<)6 97 


District 

Mean 

,SD 

Miixiiniiiii 

1 Minitniiiii 

CiX-lTicicnl of 






Varialioii 

rniciitia 

5.49 

2.49 

11.2 

2 62 

0.-1.5 


4.25 

1.61 

8 93 

1 91 

0.38 

24 Parganas 

4.49 

.5.57 

l().I5 

.<.69 

0.18 


7.60 

5.60 

1(1.47 

1 .<)() 

0.48 

Howr,ih 

7.56 

2.88 

12.75 

3.14 

0.38 


4.10 

1.89 

8.98 

1.05 

0.-16 

Mursliidabad 

6.55 

2.18 

9.84 

2..56 

0.33 


5,63 

2.70 

12.88 

1.75 

0.48 

Midnupur 

11.09 

5.01 

18.57 

3,57 

0.54 


9.74 

4.96 

18.80 

2.82 

0 51 

Nadia 

8.14 

3.81 

15.80 

2.56 

0.47 


5.83 

2..5() 

10.54 

1.74 

0.43 

Biirdwan 

8.57 

4.46 

17.72 

1.27 

0.52 


8.85 

5.55 

24.75 

0.86 

0.63 

liooghly 

8.42 

4.29 

17.07 

2.37 

0.51 


8.31 

4..16 

1.5.42 

2.01 

0..53 

Biibhuni 

8..56 

4 4.5 

17.86 

1.61 

0.52 


8.64 

4 .84 

17.(>4 

1.55 

0.56 

Bankiira 

7.04 

'>..47 

13 87 

3.01 

0.35 


7.04 

4.57 

24.53 

2 95 

0.65 

Purulia 

9.97 

4 04 

20.99 

1.75 

0.51 


8.52 

4.07 

16 03 

1.17 

0.48 

Darjeeling 

9.08 

5 23 

21..57 

I..56 

0.58 


9.91 

10.34 

37.43 

1.39 

1.04 

CtMKhbchar 

8.(>0 

6.09 

28.71 

1.37 

0.71 


6.86 

4.56 

21..5() 

0.96 

0.67 

Jalpaiguri 

I2..57 

7.04 

25.79 

3.08 

0.56 


11.22 

.5.91 

20.20 

3.27 

0.5.5 

West Diiiajpui 

9.47 

4.97 

23.95 

2.18 

0..5.5 


11.18 

5 73 

24.29 

2.13 

0.51 

Malda 

11.87 

7.64 

26.06 

1.73 

0.64 


12.85 

8.89 

31.23 

1.40 

0.61 

West Beng.d 

8.30 

2 91 

12 25 

3.07 

0.35 


6.69 

2.45 

10.85 

2.47 

0.37 

S’otr: For each district Ihc first and the second rows refer lo the growth rate of the number of 


regi.stercd units and that of cmplnynicnt. respectively. 
Snarer: Same as Tabic 5. 
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with some other summary Figures are 
presentedinTable?. Theimportantquestion 
here was the fluctuation in the year-to-year 
growth rates. To get an idea about such 
fluctuations we have presented here the 
maximum, the minimum and die coefficient 
of variation (CV). The range, i e, the diffe¬ 
rence between die maximum and the mini¬ 
mum. are rather low in absolute terms in 
almost all the cases. Also, the CVs arc 
around 0..'i for both the number of units 
andemployment foralmost all the districts. 
It seems, therefore, that the year-to-year 
growth rates do not imply stability in the 
scries of gnnvth rates. Wedid alsocxaminc 
the skewednessof the distribution of year- 
to-year growth rates. In most cases, the 
distribution is close to being symmetrical; 
only in a few cases have we found it to K' 
slightly positively or negatively skewed. 
This indicates that the ariihmeiic mean is 
a giKKi measure of central tendency for 
these rates. 

We next summarise growth performance 
foi the number of .SSI units and employ¬ 
ment in Table 8. Wc have presented alter¬ 
native measures of the growth rate by 
districts. Apart fromlhc(consiant)cxponenlial 
trend gnnvth rates as obtained from the 
fitted .semilog trend curves, we have 
calculated the year-to-year grow’th rates and 
considerad the arithmetic mean, geometric 
mean and median of the year-to-year rates. 
It IS important to note that the rates obtained 
in different ways arc very close to each 
other, excepting one or two ca.ses. This 
finding enhances confidence in the growth 
calculations. It may be noted that there 
exist considerable differences among the 
districts in respect of growth rates. For the 
number of units, wc find that Midnapur, 
Jalpaiguri, Malda and 24 Parganas are 
among the high growth districts. On the 
other hand, Calcutta and Murshidabad 
display the opposite phenomenon. In terms 
ofemploymcntagainJaIpaiguri.Malda.We.st 
Oinajpurand Midnapurhave registemd high 
growth rate.'.. However. Calcutta, Howrah, 
Murshidabad and Nadia arc among the 
relatively poor performers. 

Finally, wc considered the series of newly 
registered units in each year along with 
the corresponding figures of employment 
and investigated twoquestions. First, how 
do these figures change over time for any 
district.'^ In other words, we asked the 
question: is there a large intertemporal 
variation in the new registrations for the 
districts considered separately? To get an 
answer to this question we have compiled 
in Table 9 the relevant figures. One can 
see from this table that while the range 
values are quite high in ab.solute terms, the 
CVs arc very low for all the districts. We 
may therefore conclude that the 
intertemporal variations are rather low. 


The other question relates to interdistrict 
variations. To examine this point wc have 
compiled in T.ible 10 the mean, standard 
deviation and CV for the number of new 
registrations and for employment across 
the districts for all the years. Here again 
the CVs arc low for both the variables 
signifying not much variation across 
districts. In order to sec if the interdisirict 
disparity is chuiiging over lime, wc tilled 
the trend curve ol the yearly (.'Vs over 
time, 'fhe estmiaied trend equations are: 
for number of units 

CV, = !..%- 0.08 It + 0.0()3t- 
(O.fWj t0.()15) ((UMM).*:) 

adj R* = 0..S4.S. D W = 2.20 
and for eni[)loymenl 
CV, = l..Vf - ' tl.Obl t + 0.(K)2t‘ 
(0.111 (0.018) l0.(X)07) 

adj - 0.17.1. nW =1.18 

Clearly, the adjusted R~ in both the 
case.s, particularly for employment, are 
rather low wiihiieg.iliveslo|icetwfficieiits 
indicating a noi-very-good lit of the CVs 


over lime. The lineiu fit was even worse. 
Hence, it is difficult to conclude that the 
interdistrict differences in this regard are 
increasing if anything they arc decreasing. 

IV 

Concluding Observations 

An attempt has Ixicn made in this paper 
to examine ihe growth profile of S.SIs in 
West Bengal by districts. For this puri)ose. 
alternative growth rales were culciilaicd 
for the number of .SSI units us well as for 
employment for each ilistrict. Broadly 
speaking, the alienialive measures of 
growili rale piesent the same picture. 
However, there exist considerable 
dift'eieiiee.s in the rates across districts 
both for the number of units as well as 
for employment, (')n the other hand, the 
year-to-year growth rales do not lliietuuic 
much over lime for any one di.strici. So 
far a.s the llovv of new ix'gislralions is 
coiieeriied, interteiii|X)ial variations ;ire not 
large. Also disparities in Iliesc Hows seem 
It) be decreasing over time. 


■/aIHJ K. CoMl-tKI'J'NOI- Al.irR.SAUM (iKDWIII R Ml.t IIV DtSIVIflSfll Wl.Sr Itl'JIlvl - l')7.s ,'(l III IWt')? 

Il’er <fiit) 


DiMricI 

Ye.ir- 

lO-VCill Cin»vv!h KjiIo 


I'xixmenlial Trend 


Anlhinelic Mean 

Cieoniflrif .Me.in 

Mfth.in 

(iiowlh Kale 

.\ Nuiiibvr iiF.SSI I’liils 

Calciilla .S.49 

4.% 

4 46 

4.99 

24 l’iii!>,inas 

9.49 

8 78 

8 88 

9.95 

Howrah 

7..S(> 

7 12 

6.70 

7 84 

Miiishiil.ih.itl 

fi.SS 

6 25 

7.19 

6.74 

.Mittnapur 

11 09 

10.64 

II l.l 

12.41 

.N.ulia 

8.14 

7.67 

6 80 

8.76 

Biiiilwan 

8 .17 

8 19 

9 03 

9.7!; 

liooghty 

8.42 

8.08 

8.75 

9 54 

Itirhhuin 

8.S6 

7 94 

9 00 

9.06 

Bankura 

7.04 

7.17 

7 08 

7.57 

Puiuliu 

9.97 

9.29 

9 80 

9.74 

Darjeclinf 

9.08 

8.KII 

9 91 

9 71 

Coochhi-h.ii 

8.M) 

8.17 

7 8J 

8.1.1 

Jalpaigiiii 

12.57 

11.94 

11 49 

13.79 

West Diiiaipiir 

9.47 

9.12 

9 24 

9.28 

.Vfalda 

11.87 

11.07 

10.20 

11.30 

Wert Bciig.il 

8.30 

7 81 

9.05 

8.71 

B F.m|tluyinviit 
Calcutta 

4.25 

3.83 

4.21 

4 no 

24 Parganas 

7.60 

7 08 

7.60 

S Vi 

Btiwrah 

4 10 

3.79 

3.5.5 

■i III 

Mursliidahail 

.5.63 

5..50 

5 84 

(I 08 

Midnapur 

9.74 

9.J0 

10.21 

Ifi.sd 

Nadia 

5.83 

5 54 

6 06 

6 26 

Biirdwan 

8.85 

8.52 

8 32 

9 99 

Huoghly 

8.31 

8.00 

S fi/ 

9.39 

Biibhum 

8.64 

8.05 


8.85 

Bankura 

7.04 

7 38 

h :.h 

7.46 

Purulia 

8.52 ’ 

8 19 

/8 

8.80 

Darjeeling 

9.91 

9.40 

7 IX 

9.74 

CiMivhhchar 

8 86 

6.56 

0 14 

6.91 

Jalpaiguri 

11 22 

10.82 

16 92 

12.81 

West Dii.ajpnr 

11.18 

10 85 

11.21 

II 43 

Malda 

12.85 

11 97 

9 33 

12.30 

West Bengal 

6.69 

6 29 

7.38 

7.08 


Sourer: .Same a.' Table 5. 
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Tabu 9'Nl-miii H oi Nrwn RktiisiiHco SSI Units and EMPLfirMfcKr by 
O isikii'is fiF West Bcndai. - 1975-76 to 1996-97 


District 

.Mean l\-i 

.SD(<r() 

Maximum {X,„,„) 

Minimum (X,„|„) Coefficient of Variation 

ralculla 

20(16.1 

7(6.5 

4831.0 

1.340,0 

0.47 


16)20 1 

7093.6 

44445.0 

9495.0 

0.44 

24 Faig.iiias 


1779.4 

6759.0 

6.33.0 

0.55 


2.(622.6 

121.55.6 

48.305.0 

.30.56.0 

0.52 

Howrah 

1808 0 

905 6 

4(109.0 

549.0 

0.50 


11601.7 

8317.1 

49316.0 

1803.0 

0.72 

MuishidabuJ 

942.6 

922.1 

4891.0 

97.0 

0.47 


5611.3 

6.541.7 

.3.5188.0 

72X0 

1.27 

.Midii.ipiir 

1731.6 

1 IU7.9 

3765.0 

.32.1 0 

O.M 


9964.5 

5811 2 

213.39.0 

1817.0 

0.58 

Nadia 

875.2 

7.36.5 

212.3.0 

304.0 

0.58 


54(3.5 

.(0i:..3 

144.30.0 

166.0 

0.56 

Burdwan 

1616.6 

1065.3 

4765.0 

96.0 

0.66 


9596.0 

4897.4 

18107.0 

((i5.0 

0.51 

iliKighly 

1010 7 

7.32.6 

.3038.0 

I(i2 

0.7.3 


81.54 3 

5306.4 

22177 

|5:( 

0.65 

Uirblium 

606.1 

.304 3 

1216 

1.59 

.0.50 


4271.7 

1907.3 

7782 

1129 

0.45 

Baiikiira 

595.7 

363.0 

1680 

127 

0.61 


.3187.5 

175(1.1 

7233 

866 

0.55 

Piirulia 

.558,5 

269.0 

1072 

124 

0.48 


3353 5 

1619 6 

(l.■’97 

844 

(J.48 

DurjecUiig 

5164 

.(-l-I.X 

14.55 

70 

0.67 


3284 4 

2294 6 


244 

0.70 

CtKichbeliar 

269 1 

12.3 0 

504 

7.3 

0.46 


1433.1 

678 9 

2338 

375 

l>47 

Jalpaiguri 

K0()() 

578.7 

2253 

77 

0.72 


4204 X 

2960.4 

losia 

574 

0.70 

West Dinajpui 

(95.5 

202.7 

869 

57 

0.51 


221 ( 1 

1240.9 

5649 

2.34 

()..S6 

Malda 

469.6 

248.1 

9.37 

71 

0.53 


2742.0 

1633.1 

6606 

.501 

0.()(> 

West Bengal 

17447.8 

810(1.9 

.33819 

•!9(.0 

0.47 


114549.2 

4594.3.9 

2.3.3485 

42751 

0.40 


Nule: I'orcaLli liiNtricilho lirsluiiii llii'scccmcl rowMcl'ci imho iiuinhcr ol newly regi'.lcroJ sm.ill- 
soiilc imils .iiid then omployinoni. lospoolivciy 
.ViiwFi o; Same ns T.ihle 5. 


TaIHK UI. AviRAI.L, SlANT'AldJ Ol MMIDN ASM' ft)' I lUTI M 'i| V'lKUllDN OF Nl-.WLV Kl.(ilMI RI P 

S\iM.i,-Si'Ai.i Uniisanp r'.Mi'mYMi.Ni Disirh'i.s of Wi-.sr BisiiAI, - 1971-72 lo l9%-97 


Yeai 

Averaite 

Stundaid Deviation 

Coeflicicnt of Variation 

Units 

[-.m|ili>ymetil 

Units 

Hmploy nienl 

Units 

Fiiipkiymi-nt 

1971-72 

310.0 

3128 1 

-(.54.0 

3(112.9 

1.14 

1.16 

1972-73 

745.4 

7403.8 

1181.8 

*'2.(4.1 

1..59 

1.25 

1973 74 

7*79.0 

66IS.I 

921.2 

9285 9 

1.15 

1.40 

1974 75 

2113.7 

14592.8 

171.5.4 

158*1*7.9 

1.81 

1.09 

1975 36 

48 ( 6 

3580 6 

,585.8 

54*)(i 5 

1.21 

1..54 

1U76-77 

545 5 

.3801.0 

47f>.K 


0.87 

1.21 

1977 78 

561 1 

2671.9 

.50(1.8 

27.(7 9 

0.90 

1.0.3 

1978-7U 


5(H)8.<I 

64.3.9 

4446 5 

0.94 

0 89 

1979-80 

848.n 

()45.K 

598.6 

4.347.8 

0 70 

Uhl 

1980-81 

798.4 

6(15.1 

.523.3 

424.1 .8 

0.66 

0.(>7 

1981-82 

76(>.0 

s7:5 1 

.521.0 

4626.1 

0.68 

('81 

1682-83 

763 .( 

6122 6 

.5.50.2 

5122.2 

0.72 

0.84 

1981-84 

8.35,8 

6725 5 

638.2 

5832.6 

0.76 

0.86 

1984-85 

1167.0 

8081 2 

858.9 

8560.( 

0.74 

1.06 

1985-86 

14.34.9 

4iill 18.4 

11.14.2 

112(i0.6 

0.7*7 

l.ll 

1986-87 

1425.1 

3(125.2 

1055 7 

75(.*),3 

0.73 

0.83 

I9X7-.SK 

1915.6 

10762.6 

1.532 1 

‘).((l.8 

0.80 

0.87 

1988 8‘l 

ns.!,.-! 

10987.8 

1287 7 

8618.7 

0.77 

0 78 

19.3*1-90 

1852.3 

10442.9 

1.1.S4 8 

8618.7 

0 72 

0.78 

19*10 *l| 

1802.9 

10196.8 

1425 2 

8831 7 

0.79 

0.87 

l<)91-''2 

1714 6 

9426.8 

1559 6 

9371.7 

0.91 

0.*79 

1992-9'- 

*(.32.4 

5241.9 

749. J 

4820 3 

0.80 

0 92 

1*>9.1-6.| 

826.1 

4752.2 

702.0 

45(1.9 

0.85 

0.96 

1994-95 

934 1 

.5087.8 

965.1 

.5.177 4 

0.30 

1.08 

l*)95-96 

1077.9 

6395.8 

938.6 

5806.0 

0,87 

0.91 

l*J*)6-97 

1204 8 

731.(6 

8.55.1 

56*)3.6 

0.71 

0.78 


Sourrr; Same us Table 5. 


Notes 

I An earlier draft of the present paper was presented 
at the ‘National Conference on Vision 2(100: 
Small Scale Sector', held at the Department of 
Business Management, Calcutta University on 
February 5,1999. We are obliged to the panicipants 
for giving us their expcit views. We are also 
thankful to the Indian Statistical Institute. Calcutta, 
iuid CcnU'c fur Studies in Social Sciences, Calcutta, 
for the institutional .support in preparation of the 
picsent study.] 

1 According to an estimate by the Reserve Bank 
cil India (RBI), during 1996-97 there were in 
total 2X.S7 lakh SSI units, which gave 
cinpluymcnl to 160 lakh perrons and those 
iinils contributed Ks 4.12 lakh crore as the total 
turnover and Rs 0.40 lakh crore as the total 
exports from India. Around SO per cent of the 
total nionutacturing employment wem from 
the SSI units IKBI 1998]. 

2 The SSIs associations often complained about 
(he inadequacies of such measure [Singhania 
1998|. 

^ Since 1987 -88, the census sector is deftned to 
include factories having l(K) or more workers 
on any day. 

4 The limit on the amount of investment tn plant 
uiid inacliinery for Iniing treated us an SSI unit 
lor an ancillary) has been changed several 
times since 19.50. It is not clear if tltis is done 
merely to t<ike care of price escalation. Hence, 
one might question the comparability of data 
for (his sector over time. In the initial phase 
of Indian planning, i e, during 1951, die 
maximum investincnt limit tn plant and 
machinery lor S.SI units was Ks 5 lakh. In the 
subsequent periods the limit was increased In 
Rs 7.5 lakh in 1966, Ks 10 l.ikh in 1975, R.t 20 
lakh in 1980. Rs .t5 lakh in 1985 and KsM) 
l.ikh ill 1991 (Ministry of Industiy 1997: .t], 
Ihc iiisesttneiil liinil was raised lo Ks ^ croic 
III Deceuibei 1997. Howovei, subsequently it 
w ,is uimounced III May 1998 that the investmciit 
liinit would Ik- Ks I ciore But in tlio absence 
of lottnal notinc.i(ions, many state governments 
including the govornincnl of West Bengal 
were giving provisional regislraliuas for new 
timts m the SSI category whcncvei investment 
in plant and machinery was within Rs .) ciore 
lUovcrniiienl of Wc.si Bengal 1998-99). 

5 We have already noted that the year 1973-74 
seems to be Pii abnonnal year for almost all 
(he districts us we find a sudden jump in (his 
particular year. 
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Labour Market under 'Ande Liberalisation in India 

Sonie Issues Concerning Reallocation 

Dcepita Chakravarty 

This paper examines the specific role that the changing trade policy regime might have played in the 
recent changes in the allocation of labour across sectors. This regime is a major component under structural 
adjustment policies followed in India since IWI. The paper examines labour force reallocation economic- 
wide and in import- and export-intensive sectors, it u.ses a narrative style supplemented with quantitative 
data. 


CHANGES in macm-ecoiiomic policicb 
influence markets for various goixJs and 
services, and the utilisation of resources 
such as land, labour, and capital. The 
success orfailure of such policies depends 
on how markets respond to policifIn this 
overall context a study of the responsive¬ 
ness of the labour market to changes in 
the trade policy regime assumes impor¬ 
tance. A liberalised trade regime, let us 
remember, is a major component of the 
stnictural adju.stmcnt programme in India 
sjicc IWl, 

It has been said that the changes in the 
macro-economic pttlicies esiwcially the 
stabilisation programmes, reduce employ¬ 
ment opportunities and lead to an increase 
in poverty (Mundle 1W2; Hhattacharya 
and Mitra 1993; .Sen 1996). While 
analysing the nature and trends of cmpl< >y 
ment under the changing |H)licy regime, 
.studies have also suggesteda higher labour 
absorption by the unorganised .segment of 
the economy Il’apola 1994; Deshpande 
and Deshpande 199S]. recent study, in 
this area (Gangopadhyaya and Wadwa 
1998), has examined issues related to 
indu.sirial labour productivity and labour 
costs tn the context of ‘sweeping economic 
reforms* since 1991. This study attempted 
to identify technological changes that may 
lead to higher levels of output and employ¬ 
ment. The present study attempts to 
examine, in-stead, within a macro-economic 
framework, the specific role that the 
changing trade policy regime might have 
played in the recent changes in the 
allocation of labour acioss sectors. 

A shift from the inpon substituting 
policy regime to an export jjromoting one 
involves a corresponding shift in factors 
of production towards certain sectors. 
Distributional outcomes are likely to be 
shaped by the nature and extent of 
reallocations between and within different 
labour markets - skilled or unskilled, 
organised or unorgani.scd. 

A careful look at different trade policy 
measures of the government and the data 
on employment in the period under study 


points at the difficulties involved in a 
straightforward application of stanilard 
quantitative techniques. Wc follow, there¬ 
fore, a narrative style which is supple¬ 
mented by quantitative information as and 
when required. Ourapproach is pragmatic; 
it tries nevertheless to connect cenain 
theoretical frameworks to empirical 
features of the Indian economy. 

I hc paper is organised as follows. In 
.section I wc look at the ihcoictical franie- 
w'ork of the study .Sections II and HI deal 
with empirical matters. Section II tries to 
document overalll.'ibourlorcc reallocation. 
Section HI is devoted to an analysis ot 
certain sectors identifled as import- or 
expoit-inlensive .Section IV concludes. 

I 

Thoorcllcal Framework 

Tnc theoretical literature on trade 
liltcralisation does not adequately address 
the question of employment. (There arc 
however, a few e.Nceptions. Krueger (1983) 
discusses the empirical relationship 
between trade oi ientation and employment 
in developing country context) However, 
a modified vcision of the Ricardo-Viner 
model with real wage rigidity provides the 
simplest framework illustrating the 
possible short run employment effect of 
a tariff refoiin llidwards and Edwaids 
1994). The model divides the economy 
into three broad macro-economic sectors; 
importables, exportables and non- 
tradables. It is assumed that the import 
substitutable sector is covered by a 
minimum wage. A reduction in impor 
tariff causes a reduction in the domestic 
price of impart substitutabics. This, in 
turn, generates a production crunch in this 
sector, and given downward wage rigidity 
and unemployment as well. On the basis 
of the assumption that the three ty|)cs of 
goods are go iss substitutes in consumption, 
and that the income effect docs not exceed 
the substitution effect, it may be inferred 
that the price of non-tradables will fall (as 
a result of tariff refonn) relative to that 
of exportables. The newly unemployed 


workers in the importable .sector will 
nuttirally find their way to the uncovered 
sectors and drive the wage r.'ite lower. 
With thiMcduced wage rate, thccxixirtable 
sector will increase production and 
consequently employment. The outcome 
in the non-tradable .sectot will depend on 
the relative fall m the wage vis-a-vis the 
price of output in that sector, ’[bus, in this 
intKlel, labour force will be reallocated 
from the covered to the uncovered .sectors, 
csix'dally to the exporlable.s. 

Tiadc policy relorm in India initiated in 
198.S <-overcd relative prices such as ex¬ 
change rate and tariffs. Eacts suggest that 
the laixrur in the production of major import 
substitutalrles, in the capital gotHls manu¬ 
facturing sector, aie highly organised and 
protected. A tariff reiiuclion can be ex¬ 
pected to result in a decrease in production 
in this sector. Given the nature of the 
institutional rigidities in the organised 
sector in India, it is impos.siblc to cut 
wages or retrench |XTnuincnt workers in 
this sector. Therefore, casual workers and 
the new entrants who are yet to be cun 
firmed arc likely to suffer from wage cuts 
and retrenchment. It is also expected that 
there will be no cmjrloymcni generation 
in this sector. This cmployiuent shock 
would lead to a considerable number of 
unemployed, possibly with better skills 
and experience. Ilicy would now be forced 
to enter the unorganised sector labour 
maikel. making the competition qiialit 
ativcly different. 

In India, and in many oilici developing 
countries, the sectors of non iratlablcs and 
exportables are main ly unorganised, except 
for public sector servK'cs ill nor. tradables. 
Let us start with the probable impact of 
tariff lilx-ralisanon on the non-tradable 
sector. In a liberal trade regime, the import 
ofcoiisuincr goods isex[)ccted (oincrcase. 
These goods aie more or less substitutes 
foi the indigenously produced consumer 
goods. Therefore, trade liberalisation will 
create a production and employment 
crunch in this sector too. As a result of 
the unemploymcnicreatcd in tlic organised 
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und the consumer gruKis sectors, the wage 
rate in the unorganised sector will decline. 
It can therefore be expected that, with this 
reduced wage cll^^, export sector pro¬ 
duction andc'on,sct|uentiy ciiipU>y ment will 
nicrease. \Vc can alsi' c.xpect a laliour 
loKc icallocatton fioin the organised to 
the iinorganisetl sector, predominantly 
among malc.s. Organised sector employ- 
inent is dnniinalcd by male workers, 
Therclorej since workers in the organised 
.sector aie generally skilled, it is likely that 
the impact wi II tic more severe on unskilled 
labour. Within the imorgani.scd sceior. 
there may he a reallocation of labour force 
from the non-farm to the fann sector in 
general. This may happen due to the fact 
that the general increase in cmployrnciu 
or underemployment will lake place in the 
unorganised sector (ns discus.sed above) 
and this.sceior isdisproportioiuilcly domin¬ 
ated by agriculture. In the next section, we 
verify this proposition empirically. 

With a reduced wage rate, pri'dueiion 
in the capital giKids .seeloi of the non- 
tradables, and eonsoi|iiently employineiil 
opportunity for the jobless, may also 
iiiereasc. It may so bap|)en that with ibis 
reduced wage rale, very few of the un- 
Oinploycd will actually be absorbed 
lK'eause,evcii in thocase of the uuoi gaiii.sed 
seeior, the money wage cannot fal I beyond 
a limit. F.ven with a moderately flexible 
wage rate full eiuployiueiil in the economy 
may remain an impossihiliiy. This is 
delinilely contradictory to the standard 
neoclassical argument. Besides the Key¬ 
nesian type of macro-eeonomie explana¬ 
tion for this downwaid rigidity ot wago.s. 
there are mien* economic explanations 
within the iieiK’la.ssieal paradigm it.sclf 
ILibenslcin ly^S; l.itulbeck and Smnver 
fltSS: Solow 

Usually, in developing eounlrics. 
unskilled female labourers dominate the 
eonsuiupiioii eoods branch of the non 
tradable secti.i. Tliereforo, the unomploy- 
menl gcnoiaicd in ihe- sector will affect 
female labouiers dispropoilionalcly. 
Because of the entry ol oiganised sceioi 
employees, eompeiiiion in the uiiorgani.si-d 
sceior will itiercase und the chances ol 
gelling a job fora woman will he weaker, 
simply because she is less adv.uuagcd in 
a competitive labour market Ihiequai 
initial conditions such .'isdifferem iai access 
I'l education, to information and to cicdii 
prevciu women fioin taking advanitige ol 
new (ipporiunities [('oilier 1994]. .\gaiii. 
froimtibcrdevelopingcouiurycxix'rici'ccs. 
il may I'e expected that the reircnelied 
female lubourcrs may gel employment in 
the newly emerging sectors ofexpoi tables, 
but only at a lower wage laic than the 


going one in that .sector [Standing 1989], 
Relatively greater casiialisation of female 
labourers in recent years, as reported in 
Kundu (1997), may be an indirect proof 
of this prixtcss. 

Due to the lack of appropriate data in 
the Indian context, it is not possible to 
directly verify these propositions em¬ 
pirically. So we make two compromi.ses. 
First, we consider the reallocation process 
involving the organised and the un¬ 
organised .sectors and then try to relate it 
to changes in the trade policy regime, ll 
is worth mentioning here that anothci kind 
of movement has recently attracted 
attention, i e, beiw’ccn farm and non-farm 
sectors. However, given the nature of 
imcrseciion among these different seg- 
inenis, we make our discussion broad 
enough to cover more than one kind of 
sectoral tlassilication. As India's trade 
.sector is .•>lill insignilicant compared to the 
si/.eofihenaliond!economy,cstablishmeni 
of adTectrclationshipbct ween trade policy 
reform and laliour force reallocation in 
terms of an eeonomywidc analysis may 
not he (Hissiblc. 'Iltus, wc concentrate on 
certain sectors identified as itnpiirt- and 
export-intensive within the organised 
sector, (jiven the data scarcity lorunorgan 
ised cmployineiU in India, wc could not 
(leal with the export inlciisive activities in 
this sector even though it would have been 
miieli more appropriate. 

One impoi itim issue that has cropped up 
in the discussion is that the process and 
extent of leallocation of the labour force 
will depend on the fluidity of different 
labour niarkeis. And this fluidity, in turn, 
depends on labour market insliiuiions. 
Because the aim of the study is not only 
to doeumeni the reallocalioii process but 
alsotoiiiuieisiand it, analysis of the nature 
and imiiiieuilons of various in.stitutiuns 
becomes unavoiilable. The institutional 
rigidii ics memioned above car. be cla.ssi lied 
into the new institutions of organised 
labour or trade union practices and the old 
institutions of segmentation of labour 
market by skill.ind gender fKaniuin 19^41. 
It is impossible to dojuslicc to insliiuiional 
behav iour by looking only ul macro data, 
and il bceoincs even more complicated 
when we eonsiJer the institutions that 
especially refer to .scgiiK'nt.ilion by gender. 
This study, 'herefore refers to the 
insiitution.d l>elnviour of trade unions 
w hich is relaii' el\ easierto.'iddrcss, tlKiugh 
m il vers limited in.'uincr. Moreover, trade 
union practice in the developing eounlrics 
IS regarded as an institutional rigidity by 
the World Bank, one which hinders the 
cffi'.i lit oiiteomc of the trade policy 
rclorm 


In terms of the neoclassical argument, 
the existence of collective bargaining 
emanating due to trade union practices 
does lead to an economically inefficient 
outcome [Rees 1963J. However, recently, 
it has been argued that the collective 
bargaining process may lead loan efficient 
situation if wc consider the firm as a 
coalition of different interest groups which 
have a common interest in trying to obtain 
as large a share of the pic as possible [Dutt 
and Sen 1997|. In later sections we take 
up this question empirically while dis¬ 
cussing the reallocation process. 

Il 

Labour Market Rcailocation 

The {K'riod of study is from 1980-81 to 
199.3-94. On the basis of major shifts in 
the trade policy regime, wc have divided 
the reference period into three sub-periods. 
The first jicriod (Period I) spans the years 
1980-81 to 1984-85. Wecancall it (he pre¬ 
liberalisation period. Next comes the first 
phase of liberalisation covering the years 
from 1985-H6 to 1990-91 (Period It), and 
finallv. the second phase of liberalisation 
from'1991-92 to 1993-94 (Period III). 
Organised sector eiiiploymeiu data arc 
available from the Labour Bureau Pub¬ 
lications, Mitii.stry of Labour. For the un- 
organisctl sector wc have used NS.SOdatii 
which are available only for four different 
time points. So. for this sector, we follow 
a slightly tliffercni periodisation. On the 
basis of the quinquennial .surveys of the 
NSSO,^ for the unorganised sector the 
l>criodisation is as follows: 1977-78 lo 
198.3 (Period I), 1983 to 1987-88 (Period 11) 
and finally, 1987-88 lo 1993-94 
(Period 111). 

Let us begin our discussion with the 
organised labour market in India. It is well 
known that organised sector workers in 


Tmii.i I: H.Minn.MiNr ta„«rneiTv Oi<u\.vist,ii 
ANU liNI>I(GAS’I.SFll .SrCIORS 


'1 line I’eriiid 

Organised 

Unoraani.sed 


Sector 

Sector 

Period 1 

0.22 

O.JI 

Period II 

0.18 

1.34 

Period III 

0.08 

0.47 


Simrcr: Fur (he organised sector, calculated fmm 
various issues of Labour Bureau Public- 
alions and vaiious Issues of National 
Accounts Statistics. For the unorganised 
sector oalcukstcd fiom various issues of 
Sarvclshana. N.SSO Reports and 
National At counts Statistics. 

Note; F.laslieiiics are Cidculsicd as the ratio of 
the annual average growth rules .of 
employment and output. As data for the 
unorganised sector jic available only for 
four different time points, fonhis sector, 
compound growth rate has been used. 
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India enjoy securrd employment, relatively 
higher wage rates and better work con¬ 
ditions. This is even true to a large extent 
of the female workers in this sector. Un¬ 
fortunately, the share of organised sector 
employment in India is quite low. It was 
around 8 per cent up to 1987-88 but it 
decreased to around 7 per cent by 1993- 
94. Moreover, the labour absorptive 
capacity in this sector is not only much 
below unity but also has declined over the 
successive periods (Table 1). This implies 
that the rate of growth of employment is 
much lower than the rate of growth of 
output in this sector. The possibility of 
new employment generation in this sector 
is therefore dim. 

At a more di.saggrcgatcd level, the major 
industry groups in the organised sector 
show similar trends (Table 2). The employ¬ 
ment elasticities in all these sectors indi¬ 
vidually are not only much lower than 
unity but they also show a decline over 
time. Among these sectors, electricity and 
services sectors show generally higher 
absoiptive capacity than the organised 
sector as a whole. Manufacturing, the most 
important one within the nrgani.scd sector 
shows the lowest elasticity among all. But 
the more interc.sting point to note here is 
the negative employment elasticity in the 
manufacturing sector in the latest period 
of 1991-92 to 1993-94. In fact, the rate 
of growth of employment in the manu¬ 
facturing sector in the last period is 
negative. Retirement alone cannot explain 
the decrease in the absolute figures to this 
extent. The figures suggest some amount 
of retrenchment in the highly organised 
sector of manufacturing. 

It is widely believed that labour market 
rigidity (arising from unionisation) leads 
to large-scale substitution of capital for 
labour and low and declining labour 
absorptivecapacity of the organised sector. 
The World Bank (1989), while claiming 
that the real wage rate has increased by 
7.2 per cent per annum in the first half 
of the I98()s, argues “...employers 
responded [to the increase in wage rate] 
by virtually stopping new hiring and 
retrenching existing workers to the extent 
possible” [The World Bank 1989:109- 
10]. Visaria and Minhas (1991) argued 
that, as a result of theexce.ssively protective 
labour legislation, organised private sector 
strongly prefers maximum use of capital 
in place of labour. 

)Kniile the rising trend in the real wages 
of the registered manufacturing sector was 
still present in the late 1980s as well as 
in the early 1990$, the wage share in the 
net value added was declining for the 
factory sector of manufacturing from mid- 


1980s on wards. The frequent fluctuation 
in the number of workers in this sector 
(reported in AS!), docs not permit any 
conclusion about a steady relationship 
between total wage and the total workforce. 
Thus in the face of a rising real wage rate, 
the decline in the ratio of wages to net 
value added implies that the rate of growth 
of net value added is higher than the rate 
of growth of wages. On the other hand, 
if we look at the labour productivity figures 
(output/labour) for this sector we find a 
continuous incrca.se. If the trade unions in 
the organised manufacturing really make 
the market a.s rigid as they are claimed to 
do, why do they let this situation (of dis¬ 
proportionate growth in wages when labour 
productivity is rising) persist? 

Besides this indirect macro evidence, 
there are some cu.se studies which directly 
contradict the notion of alleged rigidity in 
the organised labour market in India. 
Roychoudhury (1996a), i n a detailed case 
study on Ahmedabad textile mills, reported 
that around .S0,()(M) textile mill workers 
were retrenched in the Ahmedabad city 
during 1984-94 due to widespread closure 
of mills. The evidence suggests that in 
almost all the cases retrenchment com¬ 
pensations werecithcrnegligibicorabsciit. 
In a separate .study, Roychoudhuri (1996b) 
documents that during 1987-90, over 
45iO(X) organised jute mill workers in West 
Bengal faced retrenchment as a result of 
lockouts. Even aftcrscvcral strikes, a sire- 
able portion of the workers hud to accept 
lower wages. 

Turning to the overall employment 
situation, it has been argued that the ‘usual 
status' workforce participation rate (wpr) 
has gone down during 1977 to 1993 for 
the adult age group. It was also argued that 
the wpr by ‘current weekly status' for 
adult females has i ncrcased and the ‘current 
daily status' employment for all the 
categories has increa.sed [Kundu 1997]. 
We have seen earlier that the organised 
sector is not only incapable of generating 
employment but has also retrenched 
workers. From these pieces of evidence 
it may be concluded that the volume of 
employment has increased in the economy, 
but the additional employment is probably 
of the short-term and casual type, and this, 
in turn, suggests that, employment ha.s 
been generated in the unorganised sector. 

Emplovment elasticities in the unorgan- 
i.sed sector have some interesting features 
(Table 1). It is quite evident that the elasti¬ 
cities are clearly much higher than those 
of the organised sector in each of the 
concerned periods. In fact, this piece of 
evidence can surely confirm that employ¬ 
ment is being generated mainly in the 


unorganised sector, and perhaps suggests 
that new employment prospects altso lie 
in this .sector alone. These findings confirm 
Visariaand Minhas (1991) and particularly 
Papola's (1994) ptr^liction that most of 
the new employment will be generated in 
the unorganis^ sector of the economy 
characterised by ca.sual work. Tite.se studies 
have nut explicitly dealt with any kind ol 
realktcation of labour force f^rom the 
organi.scd to die unorgani.sed sector. It 
contrast, the prc.sent study suggests no 
only that the new entrants will find jobs 
in the unorganised segment but also tha 
a considerable number of retrenchee 
organised sector labourers (who art 
expected to be better equipped) will cm 
up in the unorganised segment, thus mtikini 
the competition qualitatively different. 

The employment elasticity for lh< 
unorganised sector is significantly highc 
than that for the organised one. Hut botl 
in the first and the third periods it is mud 
less than unity. Only for the .second periot 
is it greater than unity. This is the periot 
when .social sector expenditure by th< 
goveniment reached its peak. In the yea 
1987-88 around 60 per cent of the tota 
increase in the rural non-farm employmen 
was created by the government which let 
to almost 8() per cent of the increincnti 
in such regular jobs during the dccadt 
covered [Sen 1996]. Therefore it may b< 
argued that even in the unorganised sector 
the scope for expansion of employmen 
is limited in normal situations. Even thougl 
populist government policies of the 1980. 
managed to increase labour absorption 
they could not achieve a sustained im 
provement in the ab.sorptive capacity o 
the rural non-farm sector. 

The percentage .share of agriculture it 
total employment is clearly declining ove 
the period up to 1987-88. This trend ha; 
been pointed out from mid- 197()s onwards 
On the contrary, not only is the pcrcentagi 
share of services increasing, but al.so thi 
sectors of trade and construction hav< 
come up in a major way [Kundu 1997] 
More importantly, the percentage share o: 
agriculture has remained constant in thr 
lime period from 1987-88 to 1993-94 
However, it will be to<» hasty t«i conclude 
that the prtK’css of the structural shift froir 
agriculture to mjii-agricullurc has beer 

Tabu- 2: fX«:A.Nisii> ."icior lynpi ovmi-jut 
EiasIKIII (iNIHJXncYWISt) 


Time 

Peril kI 

Miinu 

laeluntip 

lilce- 

tricily 

.Services 

Trans¬ 

port 

Period t 

" o”()5 

0.36 

0..36 

0.31 

Periotl 11 

0.03 

0.26 

0.29 

0.11 

PeriiHi III 

-0.05 

0.13 

0.28 

0.04 


Source: Same as for Tabic 1. 
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stalled. The reason for this constancy 
probably lies in the fact that the year 1987- 
88 was a severe drought year. 

The major .sectoral divisions under the 
unorganised sector, otlierthan agriculture, 
show high elasticities in the second period 
us expected. In the case of agriculture, the 
rate of growth of output was negative 
during 1983-1988. The .sharp rise in the 
elasticity fur the construction sector is 
worth noting. In fact, during 1983-88, the 
number of rural workers engaged in con¬ 
struction increased by 74 and 292 per cent 
among males and females respectively 
fVissiria and Minhas 1991 ]. This is under¬ 
standable as there was a massive expansion 
in government sponsored con.struction 
activities in thedrought affected rural areas 
of the country in 1987-88. In this period, 
new employment was generated through 
special employment prognimmes and by 
creating more self-employment oppor¬ 
tunities by extending the rural credit base 
[Sen I996|. Thc.se factors could explain 
the increu.se in employment elasticities in 
the sectors of trade, manufacturing and 
even in the case of .services. 

It may be seen that in the two major 
sectors of manufacturing and trade 
employment ela.sticity declined in the last 
pcriixl not only from the second period but 
also from the first. The sectors of 
construction and services have also shown 
a sharp decline in the latest period com¬ 
pared to the .second period. 

Interestingly, while all the sectors show 
declining elasticities in the latest period, 
when there was a drastic cut in the social 
sector expenditure, agriculture shows an 
increase. The employment elasticity in 
agriculture in the latest {leriod is, in fact, 
significantly higher than even that in the 
first period. If thc.se trends of various 
elasticities persist, a reverse trend of 
workers moving back to agriculture may 
be seen. But to reach a definite conclusion 
regarding this, turthcranalysis is required. 
However, if the trade policy measures 
within the reform packages can promote 
exports of labour intensive manufactured 
goods, then we can expect a more sustain¬ 
able shift of labour force from agriculture 
to non-agriculture. 

m 

Trade and Labour Market 

III this overall context of labour force 
reallocation from the organised to ihe 
unorganised sector, we now concentrate 
on some specific sectors under manu¬ 
facturing which primarily produce im|iort 
substitutes and the sectors for which the 
export content in total .sales is considerable. 
Since these manufacturing activities 


primarily come under the factory sector, 
we use the Annual Survey of Industries 
(ASl) data set for the employment and 
output figures. 

llie phenomenon of increase in capital 
deepening in the production process is 
almost a general characteristic for all 
industrial categories under manufacturing 
irrespective of size of unit [Garg 19%; 
Gangopiidhyay I998|. As a consequence 
of this, one would expect an increase in 
the demand for capital goods. This can be 
either catered to by the domestic capital 
goods industries or through import of 
capital goods. If domestic capital gocxls 
industries play the major role in catering 
to the increased demand, the effect on 
domestic economy in terms of output is 
most likely to be positive. And in terms 
of employment, though dependent on the 
production proccs.s, theeffects are unlikely 
to be negative. On the contrary, if the 
domestic capital goods industries have to 
compete with thechcaperimported capital 
goods because of import liberalisation, 
domestic production is quite likely to be 
affected adversely. 

Table 4 depicts output and employment 
figures of capital go^s industries in the 
reference period. We haveconsideredonly 
non-clecirical machinery, electrical 
machinery and transport equipments as 
the capital gtmds sector. Machine tools are 
a sub-group under manufacturing of non¬ 
electrical machinery. In each of the 
industrial categories, the rate of growth of 
net value added has declined from the first 
to the third period. While for non-electrical 
machinery, the rate of growth has the 
lowest value in the second period, for the 
transport equipment industry the period 
shows the highest value. The other two 


categories show continuous declines ova* 
the periods. Moreover, in machine tools 
industry there is an absolute decline in net 
value added in the last two periods. From 
these pieces of evidence, it may be 
concluded that domestic capital goods 
sector has probably not played a big part 
in catering to the increase in demand. 

These arc industries which are con¬ 
sidered to be the traditional import sub¬ 
stitutes in the country. To understand how 
far the incapability of the domestic capital 
goods industries to respond in the changed 
scenario is due to the increased competition 
with liberalised imports, we have to have 
an idea of the extent of the capital goods 
liberalisation process in India. 

A general move towards liberalisation 
of imports, especially of capital goods and 
raw materi als, and the emphasis on exports 
were the main policy changes relating to 
trade in the mid-1980.s. Consequently, the 
open general licence (OGL) list for imports 
has been expanded both by inclusion of 
new items and by transfers from the 
licensed list. The long-term export import 
(LTMX) policy measures suggested 
liberalised import of capital goods and 
raw materials through shifting these to the 
OGL list and via tariff reductions. Both 
the increase in the number under the OGL 
list and increase in the share capital goods 
to 74 per cent show the extent of liberal¬ 
isation of imports of capital goods [Sen 
and Das 1992J. Consequently, imported 
capital goods have become relatively 
cheaper. 

To understand how far imported capital 
goods actually entered into domestic 
production, we have to consider the import 
intensity of the production process. To 
calculate import intensity of capital goods. 


TahlI! 3: Emhovmi nt Ei.xsnci'n': UNORGANUEn Seenw (iNDuiSTRYwisF.) 


Time Period 

Agriculture Manufacturing Construction 

Trade 

Transport 

Services 

Period I 

0.08 

0.46 

negative 

0.60 

2.23 

0.44 

Period II 

ncgalivc 

0.92 

3.48 

1.25 

0.59 

2.03 

Period III 

0.48 

0.23 

0.06 

0.51 

0.50 

1.05 

Source: Same as those listed for the unorganised sector in Table 1. 



Tabi,e 4: OROW7H Rates Of Net Value Aunco and Employment in Capital Goods Industries 

Industries 



Period I 

Period II 

Period III 

Net value oMed 






Non-eIeclric->l machinery 



8.9 

3.2 

6.3 

Machine tools 



II 

(-)4 

(-)5.7 

Electrical machinery 



15.8 

12.1 

1.2 

Transport equipment 



9.2 

10.4 

8.2 

Employment 







Non-electrical machinery 



1.6 

(-)0.4 

1.1 

Machine tools 


(-)l.7 

(-)6.2 

(-)4.7 

Electrical machinery 



2.8 

2.2 

0.7 

Transport equipment 



1.6 

(-)0.2 

1.3 


Note: I'he growth rates are annual averages fur the three periods, pea-enlage per annum, 

Source; Calculated from several ASh (Summary Results for the Factory Sector). 
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we have taken the ratio of total capital 
goods imported to total net value added 
for the specific industry groups. 
Unfortunately, ASI data source does not 
provide import and export figures for the 
factory sector of manufacturing. The only 
source which gives data on imports and 
exports for selected industry/industry 
groups is the Company Finance Studies 
of RBI. They also give corresponding data 
for net value added and net sales. However, 
this data source has cert.Hin problems. First, 
It docs not cover all the industries by even 
the two-digit level classification under 
manufacturing. Secondly, this is ba.scd on 
a sample of companies of non-govem- 
mental and non-ftnancial nature. Finally, 
the number of companies covered under 
each study varies, resulting in the problem 
of comparability. Therefore, wc have not 
tried to calculate any aggregate figure. We 
have instead attempted to bring out some 
broad trends from the ratios. To make the 
scries comparable, we have calculated per 
firm figures in each year (i e, wc have 
divided the value figures by the number 
of sample companies). 

Tliere is a clear indication of increase 
in the imported capital goods from the first 
period to the third in almost all the industry 
groups (Table S). Interestingly, the capital 
goods industries, especially non-electrical 
and electrical machinery, exhibit only 
marginal increases in the import intensity 
in the third period compared to the first. 

Two conclusions can be drawn from the 
above discu.ssion. First, import intensity, 
in almo.st all the industrial categories of 
manufacturing (at the two-digit level) has 
increased from the first to the third period 
along with a decrease in the rate of growth 
of domc.stic capital goods production. 
Secondly, the portion of the domestic 
demand for capital goods met by imported 
capital goods has increased from the first 
to the third period. However, due to lack 
of appropriate data, it is not possible to 
say anything definite regarding the causal 
relationship between the two phenomena. 
But the facts of rising demand for capital 
goods coming from the increasing u.se of 
capital goods in the domestic industries 
and several shifts in the trade pol icy regime 
towards increasingly liberalised imports 
especially' of capital goods, lead to a 
tentative conclusion that even cheaper 
imported capital goods slowly capture the 
domestic market replacing capital goods 
produced in the country. 

In 1994-9S, the capital goods sector 
performed remarkably well and the trend 
persists in 1995-96 as well. There is an 
argument that after the initial three years 
of recession, domestic capital goods 


industries are becoming competitive in the 
process of liberalisation. As my reference 
periodendswith l99.1-94,lamnotentering 
into this debate. 

These capital goods industries arc the 
most capital intensive industries. Thus, it 
may be argued that labour force in these 
.sectors is already ‘rationalised’ and there 
will not be much impact on employment, 
first, because of the decrease in the rate 
of growth, and second, due to the absolute 
decline in the net value added in the case 
of machine Uxil industry. But, interestingly. 
Table 4 suggests a different fact. Not only 
has the rate of growth of employment 
decreased in all the categories, but also, 
in some cases (non-electrical, machine 
tools, transport equipment), the rate is 
even negative implying an absolute 
dccrca.se in the workforce. This, again 
might be an evidence of retrenchment in 
the organised manufacturing sector, 
mentioned in the last section. 

The.se industries face severe competition 
from imported capital gtxxis leading to a 
production crunch in these sectors. Con- 
.sequently, to compete in this changed 
regime, they go in foracapital augmenting 
technical change. Thus, labourisdisplaced 
in these industries due to the change in 
both volume and process of production, 
and naturally the process becomes quite 
sharp. 

The export .sector in India is largely 
unorganised. But, at the same time, some 
amount of manufacturing exports have 
been taking place from small as well as 
large manufacturing units in the organised 
factory sector. As wc arc interested in 
examining the impact of exports on output 
and employment ot a sector, it will not be 
sufficient to chixi.se sectors only on the 
basis of the share of exports by that sector 
to total export of that commodity. The 
selection has to also depend on the pro¬ 
portion of exports in the net sales of that 
specific sector. Thus we concentrate on 
three sectors, processed tobacco, chemical 
products andcotton/hicnded textiles which 
satisfy both the criteria [Garg 19961. 

Technically, increase in the demand for 
exports leads to an increa.se in rate of 
growth of output, if dome.stic conditions 
remain the .same. Table 7 gives employment 
and output riguresforihe.se export intensive 
indu.strial categories. The main component 
of-cotton/ blended textiles, in terms of 
exports, is readymade garments. So.we 
consider the output and employment 
figures for the readymade garment sector 
instead of considering textiles in general. 
Again,A5/does net givedatafor processed 
tobacco at the two-digit classification, so 
we have considered bcverages/tobacco 


instead of processed tobacco, while con¬ 
sidering employment and output figures. 

The rate of growth of net value added 
has gone down drastically for processed 
tobacco in the second period in the context 
of a more or less high export intensity 
(Table 6). Even in the third period, the 
declining trend of rate of growth persists, 
when export intensity has reached around 
18 per cent on an average. The behaviour 
of the employment figures is also erratic. 
There is apparently no explanation for the 
sharp increase in the rate of growth of 
employment in the second period when 
there is a sharp decline in the net value 
added. For chemical products, a clear 
relationship can be discerned between the 
rate of growth of net value and the rate 
of growth of employment. But for this 
sector generally, the low cxiKirt intensity 

Taiili'S: Imixirt lNii.N.sirv or Capipai Ciixxis 


Indiisiiics 

PeritKl I 

Pciiod II 

Period III 

Tea 

0..t2 

0.1.S 

1.09 

Tobacco 


1.48 

3.42 

Colton textile 

.‘>..‘14 

11.54 

11.39 

.Silk 

4,43 

7.52 

12.9 

Tnuisporl equipment 

.•i.lS 

5.37 

6.67 

Rlccii iciil machinrty 

3.01 

3.69 

3.6li 

Other machinery 

5..‘i9 

3.98 

6.IK 

I'harinacculiculs, 

1.03 

2.23 

2.62 

Biisir, imlustrial 
chcinicals 

6.‘>4 

7.42 

8.72 

Foundries 

6,.3.'S 

4.67 

7.61 

Ferrous and non- 
ferrous mciiils 

3.94 

4.9 

9 47 

Cement 

.‘i.13 

4.42 

I..t7 

Rubber 

2 38 

2.85 

12.83 

Paper 

4.88 

4.914 

4.29 


Sourrf. C'ufciihilci] truni .icvcral K81 I)uUclin.s. 


'I'Aiiir 0 : lixisjRT iNnvNsirv 01- .Srucni) 

InIIUSTRY CiWIIIPS 


Year 

Chemical 

Products 

PnKcssed 

Tobacco 

C'ollon/BIciKled 

Textiles 

1987-88 

3.83 

16.84 

7.07 

1988-89 

4 48 

14.19 

6.56 

1989-90 

5 61 

17.76 

8.60 

1990-91 

6.07 

14 60 

9.32 

1991-92 

6.11 

20.40 

12.19 

1992 93 

6.27 

20.87 

12.82 


Source: .Same as for Table 


fAHi.i-,7: RAn ofGrowiiioi Nii Vaiui- Aium-m 

AND EmMjOYMKNI IN .SllI/' II D 
MANin-At-|(/KINr> SlC-IOR.S 


l\;n(xji IVnrdll l^liixllll 


Ne! value aihletl 
Bcvcragcs/lobatco 

20.9 

8 

6.1 

Keadym.'ide garments 

15.5 

31,5 

5.53 

Chemicals 

lO.S 

II 

25.8 

Employ men! 
Bcvciapes/uibatto 

(-)2.5 

7.5 

(-)0.8 

Keadyniadc garments 

5.4 

12.7 

29.8 

Oannicals 

0.9 

0.4 

4.7 


Source: Same as for Table 4. 
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suggests that the cause behind the growth 
of net value added may not be export 
growth. 

The rate of growth of net value added 
is phenomenal in the readymade garment 
manufacturing sector. The increased share 
of exports most probably played an 
important role here [Chatterjeeand Mohan 
1993; Ramaswami andGereffi 1998]. The 
export intensity is probably much higher 
than Table 6 indicates (where the reference 
is to textiles as a whole). Though, the rate 
of growth of employment has gone up 
front the first to the third period with a 
sharp increa.se in the .second period, it is 
by no means comparable to the rate of 
growth of net value added. 

The readymade garment sector is 
suppo.scd to be a labour intensive sector. 
But even in this case, ASI data show that 
the capital-labour ratio has gone up over 
the years. This may have happened partly 
because of the under-reporting of number 
of workers. Due to their labour intensive 
nature, the large units find it more profitable 
to go for subcontracting, which necessari ly 
lessens the labour cost. Quite a number 
of these unit.s are outside the purview of 
the factory sector as these subcontracting 
units often work in the households 
(Chatterjee and Mohan 1993]. Lower 
labour cost in these subcontracting units 
arise in part from the fact that wages and 
other benefits in these sectors arc much 
lower than in the factory sector. This leads 
to the conclusion that, in this ca.se, increases 
in exports lead to increases in production 
which will in turn, create employment, but 
mostly in the unorganised sector. 

IV 

Conclusion 

The study clearly suggests a labour force 
reallocation from the organised to the 
unorganised sector. As India’s trade sector 
is still insignificant compared to the size 
of the national economy, establishment of 
a direct rclatior«>hip between changing 
trade regimes and thiscconomy wide labour 
force reallocation has not been possible. 
However, a probable rclation.ship between 
import liberali.sation of capital goods and 
the performance of their domestic sub¬ 
stitutes may be discerned. We cun say that, 
at least apart of unemployment generated 
in the organi.sed sector may be due to the 
changes in the trade policy from the mid- 
1980s. Within the unorganised sector, 
empirical findings give hint of a reverse 
shift of labour force from non-agriculture 
to agriculture with the decrease in the 
.social .sector expenditure by the govern¬ 
ment in the recent past. This, in turn, leads 
us to question how far the shift from 


agriculture to non-agriculture (a pheno¬ 
menon started in 1970s) was due to any 
structural change in the economy. 

A major theme that unites the present 
study with some of the very recent studies 
of some other developing countries on the 
.same i.ssuc is that, in spite of the presence 
of stringent labour legislation, labour 
markets in these countries are fluid enough 
to adjust to trade shocks. In this context, 
it may be worthwhile to inquire into the 
actual role played by the labour market 
institutions, such as the trade unions, in 
determining the impact of recent policies 
on employment and wages. Again, how 
labour market regulations directed at the 
formal sector affect the informal sector 
may also be an issue to be probed. 

fl'his paper is based on the auUior’s M Phil 
di.sscrtalion, '[.abour Market Reallocation in the 
Hra of 7'radc Litteralisation: The Indian Context' 
submitted to the Juwaharlal Nehru University in 
I The author is grateful to Achin Chakraburty 
and N Krishnaji for their help.) 
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Management Education 

A Critical Appraisal 

Bernard D’Nfello 

A continuous, systematic and indiscriminate transplantation of Anglo-American management education - 
its concepts, choice of issues, theoretical frameworks, content, pedagogy, underlying ideological orientation 
- in Indian management schools has led to certain structural maladies and dysfunctional outcomes. In order 
to re-orient the curricula of Indian management studies, there is a need to break away from the neo-colonial 
mindset that chooses .subjects in conformity with what is going on in the US, while simultaneously avoiding 
the brahmanical framework of indigenous variety of management studies that seems to he gaining ground 
in some of the management institutes in India. 


I 

Introduction 

MANAGEMENT education in India to¬ 
day has acquired the characteristics of a 
commodity, to be bought and sold in 
markets like other commodities, but with 
professorial dream merchants, piggyback¬ 
ing on the mythical Walrasian auction¬ 
eers, spinning the dream of getting rich 
at 40! Along with this, the acculturation 
view - that Wall Street-centred Anglo- 
American diffusion of knowledge and 
skills, values and attitudes, organisation 
and management, technology and capital, 
including finance capital, into under¬ 
developed countries would rapidly trans¬ 
form the latter into wealthy and prosper¬ 
ous variants of the Atlantic community - 
has acquired a curious legitimacy in India 
today. The corporate elite in India has 
perhaps always fancied such a view, never 
mind the theoretical inadequacies and 
empirical invalidity of the models' on 
which it was originally ba.sed. From the 
1950s itself, its impact has been particu¬ 
larly strong in the field of education in 
management (M-) schools. Each cultural 
and ideological transplant however tends 
to be re-shaped by its new soil. 

In this essay, we argue that the trans¬ 
plantation of Anglo-American manage¬ 
ment education - a continuous, systematic 
and indiscriminate adoption of concepts, 
choice of issues, theoretical frameworks, 
content and pedagogy, and their under¬ 
lying ideological orientation - in Indian 
M-schoots has led to certain structural 
maladies and dysfunctional outcomes. The 
nature and contents of these are analysed 
herein.^ In Section II, we briefly examine 
the US experience in management studies. 
We see that at the core of the problem in 
the US is finding the right dynamic 
balance between academic rigour and 
practical application. The search for the 
root causes of this problem leads us to 
hypothesise about how knowledge has 


developed in the field of nanagement 
studies in Section III. We basically posit 
modes of development of management 
studies - the art-craft mode, the academic- 
scientific mode, followed by the ‘engi¬ 
neering' mode, the latter a heady-mix of 
the art-craft and academic-science mixles. 
The three mrxies can co-exist at a point 
in time, one of them dominant in a par¬ 
ticular phase. We apply this framework 
to the intellectual biographies of F W 
Taylor, Elton Mayo and W Edward 
Dcining to highlight the roots of their 
contributions to management studies. Our 
analysis leads us to uncover the basically 
ideological nature of this field of study. 
In Section IV, the terrain shifts to the 
Indian scene where managementconcepLs, 
issues, frameworks, ideological orienta¬ 
tion, techniques and content have been 
continuously, systcniatically, and indis¬ 
criminately transplanted from the US. 
We argue that this is a direct outcome of 
the implicit acceptance of the accultura¬ 
tion view in the field of management 
education. We contend that the almost 
blind copying of the model of Anglo- 
American M-education has led to the 
following: 

(1) an incapability in dealing with the 
problem of arriving at the ‘right’ 
dynamic balance between practical 
application and theoretical rigour; 

(2) a total neglect of epistemological is¬ 
sues; 

(3) an inappropriate choice of the issues 
and problems for investigation, in¬ 
adequate and superficial concepts and 
theoretical frameworks, and empty 
formalism, all borrowed from the US, 
but inadequately and uncritically 
absorbed; 

(4) alienation from academic values, re¬ 
sulting in some academically degrad¬ 
ing practices; and 

(5) a conservative reaction or counter- 
trends towards, what we term. 
‘Bharatiya’ management studies. 


Our suggested alternative follows from 
this diagnosis. In Section V we put toge¬ 
ther the various strands of our argument. 

II 

Management Education in the US 

In the US, the growth of management 
education has slowed considerably in the 
1990s and a prucc.ss of con.solidation is 
underway.’ TTie fii.st M-school came up 
on the campus of the University of Penn¬ 
sylvania in 1881. A wealthy hu.sinc.ss- 
person, Jo.seph Wharton, offered a giant 
of $1,00,000 m develop a “school of 
finance and commerce’' (emphasis ours). 
Despite initial opposition from the exist¬ 
ing faculties at the university to teaching 
business in a university setting, the 
Wharton School is uxlay perceived to be 
one of the top M-.schools in the US. Today 
there are more than 700 graduate schools 
of business in the US, which are attached 
to universities and coliegc.s. It is claimed 
that successful leaders of bu.sincsses (in¬ 
cluding many of the icons of profe.ssional 
management) have played a significant 
role in determining the focus, the empha¬ 
sis and the curricula of some of these 
schools. They have an external board of 
advisors from the business sector and are 
supposed to be academically centred on 
re.sponsivc deans. 

T^e US M-schools have been through 
phases of trouble in the course of their 
development. The problem has mostly been 
one of maintaining a correct balance 
between meeting the practical needs of 
busines.s while simultancou.sly attaining 
the standards of academic rigour in re¬ 
search to satisfy the academic community. 
From the early 20th century to the 1950s, 
M-schools were oriented largely towards 
practice, teaching their students how to 
successfully run and operate a business. 
The application of theory from the social 
sciences to make sense of business prac¬ 
tices was underdeveloped. The economics 
and other research-oriented faculties on 
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campus did not have much academic 
respect for such work and this leads to a 
credibility crisis. 

Increasing concern about the quality of 
education being delivered by M-schooIs 
led to the commissioning of two studies, 
one by (he Ford Foundation and the other 
by the Carnegie Corporation. These stud¬ 
ies examined the status of management 
studies and recommended reforms. The 
‘Foundation Reports’, Higher Education 
for Business and The Education of Ameri¬ 
can Businessmen, published in 1959, found 
that the overall quality of management 
education was low. These reports went on 
to advocate the following: (1) strengthen 
admission standards; (2) a doctoral degree 
should be a mu.st for mo.st faculty appoint¬ 
ments; (3) thccurricula and courses .should 
emphasi.sc rigoa>us analysis and should 
be pruned of excessively vocational 
courses; (4) faculty .should be engaged in 
fundamental and analytical research; and 
(S) the foundations of business education 
should be built on a base comprising of 
some of the relevant social and mathe¬ 
matical sciences. 

The Ford Foundation went on to partly 
fund the implementation of reforms that 
were based on its reptnl. Many M-schools 
began hiring new faculty in the social and 
mathematical sciences and obliged exist¬ 
ing non-doctoral faculty to do a PhD. 
Minimum scores were required on the 
graduate management admissions test 
(GMAT), along with certain minimum 
undergraduate grade point averages. The 
content of core courses was made more 
rigorous and analytical. More specialised 
elective courses were introduced, drop¬ 
ping the V(x;ationul, descriptive ones. M- 
schools also tried to upgrade the quality 
of faculty research to gain respect and 
status in the academic community. The 
accreditation body, the American Assem¬ 
bly of Collegiate Schools of Business 
(AACSB), founded in 1916, strengthened 
its standards for obtaining accreditation 
in the 1960s and thereby increa.scd its 
influence with the adoption of the new 
standards. 

Growth in the masters programmes in 
management was rapid through the 1960s 
and 1970s and until the late 19S0s. Schools 
emphasised both the functional areas of 
management like finance and accounting, 
inarketing. etc, as well as economics and 
the decision sciences (included operations 
research). They also allocated resources 
quite generously to funding faculty re- 
.scarch. 

During the 1980s, in the midst of 
America’s alleged productivity slowdown, 
well known executives began to voice 
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complaints about the MBAs that they were 
hiring. The business press also struck a 
critical chord, calling for changes in 
management education. Perhaps the first 
shot was Fred in a Harvard Business 
Review article.'* M-schools had presum¬ 
ably taken the Carnegie and Ford Foun¬ 
dation recommendations to an extreme in 
their implementation. Consequently, they 
became too far removed from practic^ 
application and direct interaction with the 
busine.ss sector. A report was commis¬ 
sioned by the AACSB, conducted by 
L W Porter and L E McKibbon, and pub¬ 
lished in 1988, which recommended that 
M-schools get back to teaching the actual 
ways of doing business and put less 
emphasis on the mathematical sciences. 
The 1980s and the 1990s have witnessed 
M-schools moving in the direction of 
practical application. Thus, the question 
of finding the 'right' balances between 
theoretical orientation and practical appli¬ 
cation has once again shifted in the latter 
direction. 

A thought-provoking article by Earl F 
Cheit* deals with this problem of “main¬ 
taining balance - the appropriate balance 
between competing academic and profes- 
.sional interests”. Cheit posits that there 
can be many variations on two basic rntnlcls 
-the academic model and the professional 
model. 

Ill 

Towards an Epistemology of 
Management Studic,s 

The US experience has prompted us to 
think of modes of development of the 
body of knowledge that constitutes man¬ 
agement studies.*’ At one end, describing 
and documenting the art-craft of m.inagc- 
ment at a professional-vocal iunul level 
constitutes an initial mode of develop¬ 
ment of management studies. Here, cumu¬ 
lative practice is given precedence over 
theory. However, and this mu.st be stressed, 
theory certainly structures the underlying 
basis, since the realm of facts cannot be 
independent of it. But, in this mode, (he 
application of theory to making .sen.se of 
the reality of business is underdeveloped. 
Learning is thercfoic largely through 
observation, experience and experiment¬ 
ing on-tf.'-job. ,Scarch (rc.scarch) aims at 
arriving at best practices. This phase 
eventually reaches its limits where further 
deepening of the knowledge base makes 
it imperative to draw on theory from the 
social and mathematical sciences in a more 
sophisticated and systematic way. Aca¬ 
demic practitioners from these .sciences 
then come to the forefront. The acadcmic- 
scientific mode of development of man¬ 


agement studies comes into its own. 

While theoretical frameworks come to 
the fore, even the academic practitioner 
often ignores or remains almost unaware 
of the underlying assumptions. Thus, the 
root assumptions remain unexamined and 
there is an uncritical acceptance of ready¬ 
made notions from the social sciences. 
Unlike the largely inductive reasoning of 
the first type, reasoning in the academic- 
scientific pha.<ie is largely deductive and 
may, in certain cases, involve formalisation 
in terms of a set of axioms. The pedagogi¬ 
cal process moves from imparting lessons 
learned from practices on-the-job to lec¬ 
turing in an analytical mould, with know¬ 
ledge largely derived from the .social and 
mathematical sciences. Research in the 
first mode would be jointly conducted 
with industry managers in understanding 
and solving their problems, while in the 
process gaining insights. The audiences 
to whom research results arc addressed are 
practitioners in industry and commerce. 
In contrast, in the academic-scientific 
mode, research would be oriented towards 
publishing in acadcmic-.scicnce journals 
and .satisfying academic peers and editors. 

It seems, .and we hypothesise that in the 
first phase of development of manage¬ 
ment studies in the US, beginning in the 
early 20th century, the art-craft mode at 
a professional-vocational level was domi¬ 
nant and continued to be so up to the end 
of the 1940s. Tlie second phase, following 
upon the first, can be hypothetically 
characteriiied largely as an attempt to infuse 
management studies with theoretical-sci¬ 
entific constructs and models. The third 
phase can be conjectured as akin to that 
of an attempt to fuse *art-craft’ and ‘sci¬ 
ence’ to produce ‘engineering’. While 
methods continue to be borrowed from the 
social and mathematical .sciences, reason¬ 
ing is neither almost wholly inductive nor 
almost entirely deductive but a heady mix 
of the two. Modelling is ad hoc and 
generalisations arrived at are the result of 
half-baked meta-analysis. At the root of 
these inadequacies is perhaps the failure 
to understand what is theoretically .signifi¬ 
cant and what is not. Generally, the choice 
of a given range of concepts to investigate 
a particular chosen field of investigation 
is not justified or defended by the re¬ 
searcher. Further, the range of concepts 
used often cannot uncover the deceptive 
obviousness of lay observations and com¬ 
mon sen.se. The concepts may akso be 
inadequate and superficial. Indeed, the 
inadequacies of the ‘engineering’ mode 
may be due to the academic practitioner's 
false notion (hat research in management 
studies can be conducted on the basis of 
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a prior development of concepts and theo¬ 
ries. 

The pedagogical process in the ‘engi¬ 
neering’ mode is based neither on presen¬ 
tations of learning from the art-craft of 
management nor on lecturing in an ana¬ 
lytical-scientific mode, but through case 
studies and the like. Research is aimed not 
so much at academic peers and editors but 
at clients who are potential cu.stomers or 
practitioners. The objective is largely 
pecuniary so that results or outcomes 
should have the potential to improve the 
bottomline of business, if appli«l. 

Let us trace the intellectual roots of the 
contribution to management .studies by 
Taylor, Mayo and Deming to illustrate the 
process of development of management 
studies in the different phases/modes 
outlined above. 

F W Taylor (1856-1915): F W Taylor 
(1856-1915) was a practitioner who de¬ 
veloped and innovated on the art-craft of 
capitalist management.^ Taylor took an 
extraordinary step to do a craft apprentice¬ 
ship, being the scion of a well-to-do 
Philadelphia family. He then worked at 
Midvale Steel Company in that capacity. 
He however went on to earn a Master’s 
degree in mechanical engineering, begin¬ 
ning his engineering studies at evening 
classes (‘night school'). This background 
perfectly qualified him to analyse tasks on 
the shop floor in their minute detai Is, assess 
the skills of workers, and get tliem to 
follow a re-dcsigned job suited to these 
skills, thereby achieving greaterefficiency. 
It must be stressed that the objective was 
not merely the pursuit of greaterefficiency 
but also that of securing strict manage¬ 
ment control. For by specifying what is 
CO be done on the shop floor in the minutest 
of detail and how this is to be done, man¬ 
agement can potentially establish its al- 
mo.st total control of operations. 

In 1895, after a decade or more expe¬ 
rience with practising work study and 
piece-rate incentive .systems at Midvale 
Steel, Taylor presented his results to the 
American Society of Mechanical Engi¬ 
neers. He went on to become a consultant 
at Bcthelem Steel. Five years later his 
Shop Management (1903) was published 
and he became president of the American 
Society ofMechanical Engineers. He went 
on to publish his Principles of Scientific 
Management in 1911. Around this time 
the newly formed Harvard Business School 
. invited him to be a visiting lecturer, where 
he continued to teach once a year until his 
death in 1915. 

F W Taylor’s contribution to manage¬ 
ment studies clearly came from practice 
of the art-craft of management at the 


professional-vocational level. He docu¬ 
mented his cumulative experience and ex¬ 
perimental results with work study and 
incentive systems mainly for practitio¬ 
ners. His audience was a professional one 
and his insights were from practice on-the- 
job. If the goal of the capitalist enterprise 
is the maximisation of profits and the 
accumulation of capital, and these are 
reflected in size, rate of growth, stock 
market price and creditworthiness, then 
the iesource.s at its command must be 
organi.scd most efficiently, above all the 
labour power it purchases. Given this, it 
was only a matter of time that academic 
recognition would follow. It must how¬ 
ever be remembered that Taylor’s contri¬ 
bution was the culmination of a pre-ex¬ 
isting trend. He synthesised and presented 
ideas that had gathered force in Britain and 
the US in the 19th century. Systematising 
these ideas and applying them in 
rationalising the production process be¬ 
came economically viable when the ten¬ 
dency to increasing firm size had pro¬ 
gressed considerably. Taylor's obsessive- 
compulsive personality and his conserva¬ 
tive ideological outkxik may to an extent 
have influenced the knowledge and tech¬ 
niques he shaped and sharpened. Perhaps 
Taylor’s personality traits “fitted him 
perfectly for his role as the prophet of 
modem capitalist management, since that 
which is neurotic in the individual is, in 
capitalism, normal and socially de.sirahle 
for the functioning of society” (emphasis 
ours).* After all. Taylorism was intended 
to be “a science of the management of 
odicrs’ work underc.ipitalist conditions”.^ 
Elton Mayo (1880-1949): Personnel 
(now degraded to ‘human resource’) 
management departments and the disci¬ 
plines of industrial psychology and socio¬ 
logy shape the tasks ofsclectton, training, 
manipulation, paciilcation, and adjustment 
of employees to suit the processes of work 
designed and organised by engineering 
and work design specialists. Elton Mayo 
(1880-1949), who specialised in indus¬ 
trial psychology .and psychiatry, made a 
significant intellectual contribution to this 
functional area of management. He took 
up a research position at the Harvard 
Business School."^ He and his academic 
colleagues sought to understand the ad¬ 
justment of employees to the organisation 
of work. In this they used the findings of 
the famous Hawthorne experiments, con¬ 
ducted at Western Electric factory, then 
the main manufacturing works for the Bell 
Telephone system. Mayo’s work sugge.sted 
that management must .systematically but 
unobtrusively intervene in social relations 
in the workplace and not simply be ob¬ 


sessed widi work-studies to arrive at the 
best way of technically organising the 
labour process. This meant an elite group 
of managers attempting to gain hegemony 
over the workers through establishing 
relations that promote workers’ collabo¬ 
ration with management. This ’human 
relations schixil' saw a possible solution 
to the industrial relations problem for 
management through communication and 
leadership rather than through compro¬ 
mise of conflicting interests. 

It is important to note that Mayo could 
convince Western Electric to allow long¬ 
term research in their factory without any 
immediate benefits for the bottom line. 
His was a contribution to management 
studies emanating from theories devel¬ 
oped within the ixKial sciences. It was 
theory that gave meaning to the facts. In 
other words, the .set of what became the 
significant facts was not independent of 
the theory. Much of the later research 
outputs based on the Hawthorne studies 
of Mayo and his Harvard colleagues were 
addressed to academic peers rather than 
to practitioners. The resulting contribu¬ 
tion to management studies can be traced 
to the acadumic-.scientific mode. 

W Edward Deming (1900-93): The 
intellectual rotils of W Edward Ucming’s 
(1900-93) contribution to management 
studies come from the philosophy under¬ 
lying the mathematical- stati.stical .sciences. 
Taylorism, and the ’human relations' 
school, and Japanese management prac¬ 
tices." The Japanese manufacturing suc¬ 
cess was coincident in time with the dif¬ 
fusion of total quality management (TQM) 
in Japanese enterprises, but the latter 
perhaps contributed only in a minor way 
to the Japanese economic .success of the 
post-second world war period up to the 
end of the 1980.S. Ideological construc¬ 
tions of team-building, decision-making 
'by consensus’, employee participation, 
managers establishing close paternalistic 
relations with employees, emphasi.s on 
customer satisfaction (including iiilcrnal 
customer in the quality chain), cic, have 
had a field day. Perhaps the hundreds (if 
;.ot thousands) of ’scholarly’ and popular 
articles since the 1980.S in the media and 
journals can be an adequate testimony to 
go by. Interestingly, in proci.scly the same 
period when these and other ’progressive’ 
HRD and operations management (OM) 
intcrventioiiscallcd ‘lean production’ were 
adopted in the Ul> (and celebrated by the 
M-schools, most prominently, the MIT’s 
association with the International Motor 
Vehicle Programme, funded by the auto 
companies), real wages of US workers 
declined, job insecurity was at a peak. 
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unionisation and the power of unions fell 
precipitously, and the inequalities of in¬ 
come and wealth increased significantly. 

Doming obtained a dix;toratc in math¬ 
ematical physics from Yale University in 
1928 but made his initial career in .statis¬ 
tical methods.'^ He went to Japan under 
General Mac Arthur after the war to advi.se 
on the Japanese census. Later, he got 
involved in applying .statistical methods 
in Japane.se industry, beginning with an 
invitation of the Union of Japanc.se Sci¬ 
entists and Rngineers (JUSE). Ocming 
was the carlie.st U S recipient of the Second 
Order Medal of the Sacred Treasure be¬ 
stowed by the Japanese emperor in 1960. 
Perhaps his ideological predilection 
meshed well with Japanese personnel and 
industrial relations practices, organi¬ 
sational culture and traditions. Initially, 
Dcming propagated statistical quality 
control, quality circles, and the like. His 
famous ‘fourteen points’ to implemcntthe 
'total transformation' of management 
styles were first formulated in the i97()s. 

Total quality management (TQM) seems 
to be a clever means of seeking to extend 
total management control (TMC) over 
workers. Deming's emphasis on eliminat¬ 
ing waste has entailed eliminating human 
‘waste’ in an effort to derive bottom line 
advantage from each human-second of the 
worker’s time (man-hour in the earlier 
phase of the 19.108). If variability in the 
process of production is to be closely 
monitored and controlled, then the 
performance of each worker and tracing 
anomalies to individual workers find a 
prominent place in the tracking systems 
of TQM. It seems that intensification of 
the labour process and surveillance of 
workforce behaviour has made a come¬ 
back under the guise of the ideology of 
humanism that TQM espouses. The au¬ 
thoritarian work regimes of the Japanese 
were first emulated in the ‘flying geese 
model' of development of east Asian 
capitalism. These management techniques 
came home to rtmst in the U.S in a new 
incarnation from that of the 1930s under 
so-called Fordism. This was in the context 
of the so-called ‘crisis of competitiveness’ 
of US manufacturing industry in the 198()s. 

Deming’s understanding of the cumu¬ 
lative Japanese art-craft of management 
and communicating this effectively to US 
managers in the 1980s (when the latter 
eagerly looked forward to this manage¬ 
ment philosophy and its body of practices 
to cure their ailing manufacturing sector 
operations) be.stowed on him the status of 
a ‘management guru’. His contribution is 
in the ‘engineering’ mode of development 
of management studies. Management 


.science from Taylor to the ‘human rela¬ 
tions school’ is mixed with ‘art-craft’ 
derived from Japanese experience, and 
adapted to late 20th century US cultural 
specificity, ail this, through half-baked 
meta'ana{y.sis and ad hoc modelling. 

Eminent management intellectuals like 
Taylor and Deming can perhaps be viewed 
as basically proselytising and propagan¬ 
dist in orientation, therefore tending to 
stress ‘voluntarism’ (i e, the vision, vo¬ 
lition, drive, determination, etc, of the 
leader) in the process of ‘transformation’ 
that they exhorted their ’congregations’ to 
bring about. Taylor referred derisively to 
the forms of management existing prior 
to his contribution (‘scientific manage¬ 
ment’) as “ordinary management”. In a 
similar vein, in his .seminars in the US in 
the 1980s, Dcming gave a clarion call for 
the “total transformation of Western Style 
of Management”. Of course, this could 
only be achieved through the implemen¬ 
tation of his famous ‘14 points’! 

It seems that all the three major man¬ 
agement intellectuals discussed - Taylor, 
Mayo and Dcming - were conservative 
ideologi.sts. They have contributed im¬ 
mensely to the need of 20th century capi¬ 
talism to spin an essentially protective 
cocoon of beliefs around itself and its 
arena of control and influence. This is not 
surprising since the essence of manage¬ 
ment is control over others’ work and 
therefore ideology precedes scientific 
realism. All the three modes of develop¬ 
ment of management studies seem to be 
heavily impregnated with ideological 
constructions of reality. 

IV 

Management Education and 
M-schools in India 

With the above perspective drawn from 
our hypotheses almut the development of 
management .studies and education in the 
US, we move on to the Indian context and 
situation.'^ Right from their origins In¬ 
dian M-schools have sought to emulate, 
and continuously, systematically and in¬ 
discriminately draw from the US model 
of development of manaeement studies 
and education. Hence the relevance of the 
perspective developed so far. This was the 
consequenr.*. of acceptance of the accul¬ 
turation view of development in manage¬ 
ment circles. To reiterate, this view holds 
that diffusion of Anglo-American know¬ 
ledge and .skills, values and attitudes, 
organisation and management, technol¬ 
ogy and capital, including finance capital, 
to India would rapidly transform Indian 
society, culture and personnel into vari¬ 
ants of the Atlantic community, wealthy 


and prosperous. That it has proved not 
only empirically invalid but also theoreti¬ 
cally inadequate is another matter. We 
will find that this continuous and indis¬ 
criminate cultural transplant of manage¬ 
ment education of the US variety was 
continuously reshaped in its new soil. 

The early 1960s witnessed the setting 
up of the IIMs at Calcutta (1961) and 
Ahmedabad (1962) by the government 
with the help of the Ford Foundation. 
IlMC initially received intellectual assist¬ 
ance from the Sloan School of Manage¬ 
ment at MIT while IIMA was set up with 
asiiistance from the Harvard Business 
School (HBS). They gave two different 
directions to management education.nMA 
was fortunate to have established good 
contacts with the business community, 
something that is a pre-requisite when one 
position one's school closer to the HBS 
model. On the lines of HBS, it went on 
to develop a number of cases in the 196(}s 
and the 197()b that dealt with Indian 
management situations and contexts. The. 
momentum of ca.se writing however re¬ 
portedly declined in the 1980s and 
beyond.*^ 

Awearance and REAi-rrY 

M-schools face the crucial reality of the 
imperative to sell their services. For this 
the faculty and supporting staff have to 
adapt their personalities, their knowledge 
and skills, etc, to cater to market demand. 
For instance, when considering a candi¬ 
date for a position on the faculty a dean 
has to find out: “What does she/he have 
that can sell? What more will she/he have 
available to sell one or two years from 
now?” ’Htere may be no buyers for what 
one may have to sell. All this of course 
haunts all working people under capital¬ 
ism. What is unique to a dependent capi¬ 
talist economy like India’s is the nature 
and content of what is demanded. Ir such 
an economy, in the absence of the avail¬ 
ability of, or the willingness and ability 
to pay for the ‘original’ M-school educa¬ 
tional service, offered say by a HBS, there 
is a market for me-too services offered by 
copy-cat Indian M-schools. An M-school 
not only has to cater to market demand, 
but the specific nature of that demand 
means that mostly me-too educational 
services of the copy-cat variety sell, there¬ 
fore get developed and are produced. What 
cannot sell will not be allowed to develop 
and will not appear at ail, except if some 
passionately dedicated (read non-market 
oriented) scholars develop it against all 
odds. In all probability Ais output will 
gather dust in their filing cabinets, and 
they will be driven to despair, or to join 
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the mainstream. Development by maHcet 
forces is, in this sense, forced develop¬ 
ment, not free. All the more, outward 
appearances and the essence of phenom¬ 
ena will seldom coincide. 

Going by mere appearances, what sells 
IS deemed to be a success, and w hat docs 
not find buyers, a failure. However, the 
employers of M-school graduates con¬ 
stantly complain that education in the M- 
schools is not sufficiently applicaiion- 
nriented and is not in tunc with the reality 
of business. But the M-schooIs, even the 
most highly rated of them, have never 
seemed to make adequate amends to meet 
this requirement, whether in India or even 
in the US. Why? This is a difficult ques¬ 
tion to answer. We can only suggest tliice 
possible reasons:*-'’ 

(1) Tipistemulogical issues do not rci civc 
adequate attention in the field of 
management studies (which indis¬ 
criminately and uncritically draws 
from the .social sciences) in even the 
best of the world’s M-schools. The 
result is une.\amincd assumptions and 
uncritical acceptance of readymade 
notions from the mainstream of the 
social .sciences. This can only lead tt< 
the application of in.-idcquaic and 
superficial concepts that retartl pro]X'r 
analysis. 

(2) I'undamentally, the division of lahoui 
IxJtween the various social sciences, 
from which management studies 
draws, 'parcels up any investigation 
in a way that the underlying determi 
nants do not come into full view 

(3) The academic elite of Indian M -.schools 
have a colonial mindset that chooses 
the isstie.s for investigation, the theo¬ 
retical frameworks and orientation of 
the subject in conformity with what 
is going on in the US, partly in ordcr 
to get Anglo-American recognition 
and rewards. 

Hence, while US M-schoois are groping 
in .semi-darkness (without an adequate 
understanding of the epistemological is¬ 
sues), in trying to intelligently respond to 
the criticisms of peers and their business 
clients, wc are blindly following them, not 
adequately heeding peer criticisms and 
our own business client feedback.’*^ Wc 
must howeveracknowlcdge that M-schools 
like IIMA and IIMC did, to a certain 
extent, absorb, adapt and modify the 
imported variants of the model tif US 
management education. This is because 
they had and continue to have a number 
of scholars in the functional areas of 
management and in the .social and mathe¬ 
matical sciences who sought an under¬ 
standing of the reality of business in India. 


They therefore felt the need to do relevant 
re.search in tunc with the structure and 
institutions of the Indian economy. 

In India's M-schools and coqwratc 
businesses, like in the US. marketing and 
finance arc disproportionately highly 
valued. North .American finance is of 
course yet to be absorbed, given that most 
‘finance’ professors have the miiid.set of 
the accountant Operations and produc¬ 
tion iiiaiiagcriienl. which wore valued 
during the pmcc.ss of'late industrialisation’ 
ill the US, are highly undervalued in India 
at a pha.se when huilding manulacturiiig 
maiiagcnieiu competence is dcs|n;ratcly 
required. The pull and push of the labour 
market for managers can explain much of 
this, svhcrc supjilv and demand, technol¬ 
ogy and coiporate strategies in the aggre¬ 
gate, have placcil a higher value on 
marketing anil advertising, or fiiianec and 
accounting. The phenomenon of techno¬ 
logical dependence of the corivirale sec¬ 
tor. a .strtn.tur.il propensity for a coiitinii- 
oiis and systematie /clianec on imported 
production and (iigaiiisational technology, 
with hardly any self-generalioti, leads to 
a situation of iiiutei-valuation of services 
iclaicd to management ol technology, and 
indced.o|ier.itions maiiagcinentusa whole. 
Also, generally speaking, giadiuites with 
engineering degrees and manageiiicni 
diplomas avoid die shop floor in India, 
pcrh.ips, because this is an environment 
cliaracieriscd by deep ine(|iiality and ihcie- 
fore inherent conflict. Aversion to manual 
labour inculcated by the caste system has 
also played a part. 

M-schools can and do easily get alien¬ 
ated from academic values.*' .Activities 
such as consultancy, in-company training, 
extension programmes and mantigoment 
development programmes (Ml)i^i) have 
been infused with mercenary values and 
even have the scope to become rackets. 
A faculty member’s ‘cntrcprcncuriar 
ability in attracting clients for these ac¬ 
tivities comes to be valued more than her/ 
his academic conirihiitions. The public 
sector enlcrpri.scs, including public ad¬ 
ministration. with huge training and de¬ 
velopment budgets, and firms in the pri¬ 
vate eoqxiratc sector, are much sought 
after. ,A lot of canvassing with enterprise 
bo.ssc s .Hid departmental heads is required 
U) get these contracts Worst .still, the faculty 
may not care much to acquire the neces¬ 
sary knowledge and expertise in the areas 
concerned. The participants/clients arc 
generally complacent, their demands 
mostly relate to their physical comforts 
and leisure requirements. The bosses, the 
directors of a company’s HRD function 
or general managers of training and 


development, are not exacting enough. 
Nor do they seem to have the ability to 
assess critically what is being offered. 

The pressure to generate funds through 
consultancy, in companx training, MDPs. 
and extension programmes is greater to¬ 
day than in die 196()s and the 1970.s. In 
this context, for the management of thc.se 
institules/schools, a faculty member’s 
posi(ion has come to tic|)ciKl even more 
on his/her willingness lo tlirt with the fund 
generating activities rather than (caching 
III the MBA programme, guiding doctoral 
students, developing doctoral level 
courses, and vloing iiulependent research. 
It must he clarified that we are not criticising 
the raising of fiiiids/»<'/-.vi'. This is in itself 
quite legitimate. Jtilin Maynard Keynes 
wiis a very successful fund anti treasury 
maiiiigci of King's <?ollcge iiml this helped 
reduce the college’s finance constraint 
during the worst of times. Whtii wc arc 
criticising is the disloried incentive siruc 
lure, wherein if purticipalioii in fund 
generating activity is rewarded disprc)|x>r- 
liotialely. this has the potential fordegen 
eration as a facility, flivi'n the fact that 
clients arc usually not exacting enough, 
or that they do not have the iiecessaiy 
background to evaluate intiinsic quality, 
activities like' consiiliaiicy and training 
have provided iverths lo academic charla¬ 
tans and dileitanics 

M-schools genet ally accept consultancy 
and training pn^grammes in alinosl any 
iircj that comes their way piovidcd there 
are sutTicieiii iiionelary returns. With 
minimal preparation, and with whatever 
literature is available fiom Anglo-Ameri¬ 
can .sources, and with disregard of die 
differing contexts, faculty offers pro 
grammes or docs cimsiiltunt a.ssignmcnts 
even in areas where no in-house expertise 
exi.sis. ill quite a few instances, the tech¬ 
nical literature available is not immedi¬ 
ately within their abstuptivc ciipucity but 
yet overnight they pose as experts. The 
principle seems to be U) “grab what you 
can for yourself from whiclievei source 
it eomes". 

Meanwhile, the erosion o( iicadeinie 
values has led to an eclipse of a serious 
scholarly environment. Jargon niongeriiig 
and cookbfiok reci|)es are widespread in 
teaching and consulting. Iixplanalory 
fraineworks are given slioii shiilt in (lie 
.search for quick piesiiiplions, forgetting 
that propel tliagiiosis preeetles prescrip¬ 
tion. A de.iii ol a well known M-schtxil 
where we vvorkeil ensures the eommcrciai 
success ;mfl prestige of the school, among 
othci tilings, by being the first to peddle 
the latest case material from the HBS in 
client (in-company) training programmes 
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for .senior managers. At least two deans 
have openly adniittcd to u.s that the big 
secret of success in consultant a.ssign- 
ments is recommending what the powers- 
ihat-lw in ihc client organisation want."* 

We do not intend to throw u blanket of 
despair over well-meaning efforts, but the 
culture of capital in India is deeply im¬ 
pregnated in neo-colonial values and 
brahnnnicalculture. Due to the latter, blind 
obedience and deference to the power 
structure in organisations is very deep. 
The existing power structure values per¬ 
sonal feudal loyalty above all else. The 
neo colonial mindset of management 
profes.sors is an imponant dctcrininani in 
the choice of the issues and orientation of 
the subject matter, which istictermined by 
what is going i>n in the US. There is 
nothing peculiar in this to managetnenl 
studies alone. This seems to be the ca.se, 
for instance, in economics and in sociol¬ 
ogy. We seem to take up issues for re 
search, orient our theoretical frameworks 
of analysis, and tidapt our ideological pre¬ 
dilections in a manner that is geared to 
attract the attention of scholars in the 
prestigious Anglo-American academic 
institutions. The point is that, in a nelil 
of study like management, which calls for 
a practical orientation, and has to be rel¬ 
evant to the Indian business reality, the 
price we p.iy is eertainly heavy and oner 
ous. Appearances thus seem to hide the 
reality ot intellectual bankruptcy qutle well. 

Utl.SK.MlYA M.\NA(!r.M|-NT .STi:t)tl..S 

The art-craft of management of a num¬ 
ber of Indian business groups seem to be 
infused with a heady mix of indigenous 
and Anglo-Americaii managetnent tech¬ 
niques and ideologies. The need to for¬ 
mulate and articulate a coherent ideology 
of Bharatiya business has given an imjje- 
tus to what may be called Bharatiya 
tnanagemcnt studies. Appeal is made, to 
‘our .'l(MK)ycai-old civili.salion tradition', 
with Its ‘knowledge-rich' brahminical 
philosophy, epics, poetry, etc, and, the 
‘superior' practices ol the ‘traditional' 
Hindu business classes. As far as its 
application to the problems of Indian 
bu.sine.ss is concerned, a few profes.sors 
seem to have assumed to themselves the 
role of repository and disseminator of this 
‘wisdom'. The drive of the market to 
accumulate capital is not contradictory to 
the four permissible goals of the ‘good 
life'. Indeed, dharina and artita (the desire 
to accumulate material wealth) arc par¬ 
ticularly stressed in Bharatiya manage¬ 
ment education. We do not doubt that 
Indian capital too needs to spin a protec¬ 
tive cocoon of beliefs around itself and its 


arena of control and influence. And, it is 
this essential need that partly, at least, 
explains the importance accorded to 
Bharatiya management studies by some 
sections of Ihc top management of some 
firms in India's private corporate sector. 

Some M-school professors who preach 
Bharatiya management arc essentially the 
junior counterparts of the preachers, pro¬ 
pagandists and prosclyti.scrs that we found 
in a Taylor and in a Doming in the US. 
Exaggeration.sirnplificationandschemati- 
sation are part oftheirmethod. Legitimacy 
is gained not merely by reference to ‘our 
ancient wisdom', but also by simulta¬ 
neously invoking the fads of the current 
‘gurus' of western origin, like TQM, 
benchmarking, downsizing and business 
process re-engineering. 

A serious academic effort to develop the 
ethical component of Bharatiya manage¬ 
ment is being conducted at the llMC's 
management center for human values 
(MCHV), headed by ,S K Chakraboriy. 
Chakraborty Iuls been teaching an elective 
course on ‘Management Effectiveness and 
Human Values' since 1983, where, among 
other elements, students engage in 'mind- 
stilling' e.\crcises to develop rhitiasudhi^ 
claiming to purify the conscience, the 
intellectual roots of which arc supjHiscd 
to be found in ancient Indian tradition. 
Chakraboily has founded and edits the 
Journal of Human Values (published by 
Sage). He has a national and an inter¬ 
national tollowing and clientele in the 
‘value-system'workshops "^conducted by 
him. It is a heady brew of impaning ‘problem- 
preventing values’, ‘richness of spirit', 
and ‘serene perfection’, and developing 
‘emotional quotient', ‘spiritual anarchism' 
and ‘the spiritual leader'. Indeed, tlie.se 
workshops arc the IIMC’s ‘best sellers’. 
The local intellectual core claims to be in 
the ideas of Sri Ramakrishna (1834-86). 
Swami Vivekananda (1863-1902), and 
Aurhindo Ciho.se (1872-19.50), with a 
degree of tolerance of different brabminical 
sects and schimls of thought. Capital, 
including its Indian variant, as part of its 
normal set of transactions, which are widely 
regarded as morally wrong and not a part 
of human tradition, engages in a wide 
range of repugnant practices that arc 
hannful to human beings and other forms 
of life (the natural environment itself). 
Capital therefore needs to supply a set of 
'principles' and ‘values' to counteract the 
‘moral economy of the crowd’. The aca¬ 
demic output of the MCHV at the IIMC 
perhaps contributed towards meeting this 
need of certain .sections of Indian capital. 

The academic tradition of Bharatiya 
management studies at the IIMC s MCHV 


may perhaps be viewed as a conservative 
academic reaction to failures of the accul¬ 
turation model in management education. 
If one were to conduct a critique of 
Bharatiya management, it has to be 
located as a part of a much larger critique 
of hindutva-brahminism, for caste and 
upper ca.ste-cla.ss dominance is fundamen- 
tally integral to the culture of capital in 
India, in which the former is embedded. 
Bharatiya management in the firm and in 
the academy has a hindutvadi structure of 
authority, accountability, decorum, and 
the wholcmyri ad ofits norms. Brahminical 
systems and assumptions of knowledge 
are at the core. In other words, this is part 
and parcel of a saffron-tilak culture that 
dalits/bahujans (the former in Ambedkar's 
usage and the latter in the Buddha’s and in 
Phulc’susagc of thetcrmslilnd oppressive. 

The practices of Bharatiya management 
arc quite widespread, even in the manage¬ 
ment of M-schools. Here, the leader (the 
director of the M-school) arrogates to 
himself the role of ‘supreme commander’. 
This patriarch appoints his ‘management 
team’, naturally, his 'chosen ones' among 
the faculty and the officers. It is a very 
convenient arrangement for the director, 
for it is his nominees w'ho are his ‘court¬ 
iers’, ap(K)inted to sing his tune. How 
some diieclors have been appointed, in¬ 
cluding a recent appointment in an IIM, 
quite widely believed to be influenced by 
a.staunch hindutvadi union lIRD mirii.stcr, 
can be quite instructive. Hiiidutvadis may 
now assess the standards of academic 
ro.'idworlhiness. It is such directorial 
nominees, unless resisted by the faculty, 
that can and do convert public manage¬ 
ment institutes into private ficfdonis. In 
today's academic world, individual aca¬ 
demic progress is increasingly identined 
with 'managing' a birth on a number of 
governing boards and selection commit¬ 
tees, and managing to create nefdoms of 
subservient academics who do exactly the 
boss' bidding. 

Fundamentally, to thrive in artha, In¬ 
dian capital and their Bharatiya profcs.so- 
rial representatives need docile Saraswatis 
and Sitas in a majority; they would natu¬ 
rally like todispense with any dalit-bahujan 
Fochammas if they happen to be anmnd. 
And, Anglo-American management edu¬ 
cation, in the process of its transplanta¬ 
tion, has been modified in such a specific 
soil of Bharatiya and hindutwadi culture. 

Toward a Rht,EVANT M-set toot. 

The lIMs and some of the university 
departments of business studies are for¬ 
tunate to have a few committed scholars 
and teachers who work in the academic- 
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scientific mode. Through their teaching 
they help students develop an analytical 
ability to analyse frciih and unknown 
problems that may crop up in the course 
of theirprofes.sional work. It is these faculty 
members who orient doctoral level (Fel¬ 
low programme) courses towards research, 
for they are productive in research, have 
publications of academic standard and 
command respect in their discipline. It is 
to be hoped that the number of such facu Ity 
becomes .significant (a ‘critical ma.ss’ de¬ 
velops) enough to exert strong peer pre.s- 
sure to change the prevail ing state of alTatrs. 
Indian management education and busi¬ 
ness studies may then find an independent 
and robust place for itself in the academic 
and business world. In fact, a small group 
of faculty has begun to seek practical 
relevance with existing theoretical rigour. 
They are participating in joint research on 
applied problems of curront or evolving 
concern to busine.ss. This will certainly 
yield useful results. When faculty who 
have gained prestige in their academic 
disciplines begin to take the lead in MDPs 
and consultant projects, their research will 
also begin to translate into papers to suit 
journals of intercst to practitioners. Tlic 
art-craft and ucadcmic-scicntific niodcs/>f 
development of business studies may then 
acquire a symbiotic relationship, some¬ 
thing desperately needed in the present. 

Based on our analysis so far, the ques¬ 
tion naturally arises as to what should be 
the main characteristics of a relevant M- 
school in India Uxluy, what should he tlie 
attributes that a M-schoul should strive 
towards? First, such a school should have 
a research-oriented faculty (who does not 
havea nco-colonial mindset), with signifi¬ 
cant expertise in the core functional areas 
of management and the relevant social and 
mathematical sciences. Second, the 
schools' activity mix should take account 
of the diverse stniclural and in.stitutional 
base of the Indian economy. This would 
mean, for example, eschewing an exclu¬ 
sive emphasis on the private corporate 
sector, which contributes only a small part 
of India's GDP. Third, the school should 
be in a position to adapt and modify 
imported intellectual capital to the local 
context and conditions. After all, the flow 
of knowledge in the area of management 
studies seems to be a one way stream from 
North America and Western Europe to 
India. Self-generation of knowledge should 
have made some headway. A prerequisite 
for this is that the bu.siness reality in India 
should be well understood and given 
emphasis in the outlines of the courses 
offered. Fourth, the indiscriminate use of 
intellectual properly in the form of 


courseware, CD-ROMS, copyrighted vid¬ 
eos and web sites from the US (i e. the 
indiscriminate import of intellectual capi¬ 
tal) that may lead to redundancy of indig¬ 
enous, selfgeneration efforts can be 
avoided. The former (the import of intel¬ 
lectual capital) should be made to comple¬ 
ment and not supplement the latter (indig¬ 
enous, .self-generation efforts). Fifth, 
epistemological issues and the history of 
development of management ideas should 
receive adequate attention, at least at the 
doctoral level. Sixth, the programmes 
conducted by the .school, like the I*GDM/ 
MBA, the doctoral (Fellow) programme, 
or the management development 
programmes (MDPs> should be highly 
rated by the discerning .section of clients 
or the more conscious .section of students. 
Seventh, the school should have a focus 
or niche within these highly rated 
programmes. Eighth, the schot)! should 
have meaningful contacts with a cross 
section of the business world and should 
have an adequate placement service that 
caters to potential demand beyond the 
corporate sector ulone. Ninth, the scIukiI 
shouUI have adetjuate funding from will¬ 
ing external sources. Tenth, the techno¬ 
logical infrastructure should be reason¬ 
ably adequate to meet student and faculty 
needs. Eleventh, a plea for dcnuK’ralic 
functioning, including a tolerance of in¬ 
tellectual anarchism, should be heeded. 

Most importantly, allowing ‘invisible 
hand' to determine outcomes in a depen¬ 
dent capitalist economy like India, will 
only lead to producing 'me-too' educa¬ 
tional services. Hence, prior complemen¬ 
tary national-level economic strategics ~ 
programmingof development at the macro- 
level in such a way that demand for the 
services of lelcvanl M-schools are cre¬ 
ated. where the potential supply exists - 
need to be in place. 

V 

Conclusion 

We now put together the various strands 
in our argument; 

(1) Our historical outline of management 
education in the U.S in Section II showed 
that the main problem has been that of 
finding the ‘right’ balance between prac¬ 
tical relevance and theoretical rigour. Wc 
found, in Section IV, that this is also the 
casein Indian M-sch(x>ls, albeit, with cer¬ 
tain specificity. After all, each cultural 
transplant docs get modified in its new soil. 

(2) Our cpi.stcmological note on the de¬ 
velopment of management studies (albeit, 
this admittedly requires a lot more effort 
and critical thought), seems to suggest that 
the subject matter, infused as it is by 


conservative ideology, is theoretically 
inadequate and superficial. This may be 
the main stumbling block in understand¬ 
ing nution'.spticific realities of business in 
the US or in India and may explain the 
reu.son for the continuous cxi.stencc of the 
problem mentioned in (1) above. 

(.1) There has been a continuous, .system¬ 
atic and indiscriminate copying of the 
concepts. i.ssucs, frameworks, orientations, 
techniques and content of management 
studies in India's M-scliools from Anglo- 
American sources in the last four decades. 
Tlicre is u tendency on the part of the 
academic elite in Indian M-schools to 
l)clic\'c that the only woithwhilc rc.search 
in management studies happens in die US. 
This smacks of a colonial miiid.set, which 
together wiUi the acculturation process, a 
stumbling block in any attempt to addross 
the problems stated in (I) and.(2) above. 

(4) There is a deep alienation from aca¬ 
demic values in Indian M-schools, which 
gets manifested in a number of acadcini- 
cally degrading outcomes. 

(5) i'hc growth of Bharatiya management 
studies, more .specifically at the IlMC’s 
MCHV, may be viewed as a conservative 
reaction to the failures of the acculturation 
model. However, it is the practices of 
Bharatiya maxugctnciil in the firm and in 
M-schools that is leading to destruction 
and si|uundcring of human ethical and 
scientific {Kiicntiul in Indian organisations. 

(6) Our critique of the acculturation model 
in the ilcld of munagemciit education and 
studies, and the model's deleterious ef¬ 
fects suggesisan alternative agenda, which 
is briclly staled at the end of .Section IV, 
captioned ‘toward a relevant M-schuol'. 
This cun however lie brought about if and 
only if the prior programming of devcl- 
opmcni, at least at (he national level, is 
complementary to creating a vigorous 
demand for the potential outputs. 

(7) Our expectation aside, the reality of 
the new world economic order of intei - 
iialional finance capital makes the age.iila 
for change that wc have suggeslcd ex¬ 
tremely difficult to implement in present 
circumstances. Aftei ail, the services of 
the top-20 students of the IIMA and IIMC 
arc demanded by and supplied to Wall 
Street and transnational linaiiee firms and 
international management consultant 
firm.s. the latter presenily involved largely 
in financially restiueUiring corporations 
as desired by Wall .Sircei, ‘ihc Treasury’ 
and the Washmglon Consensus. This 
.seem!: a source of satisfaction, compla¬ 
cency, and a ‘contingent’ myth among 
Lirge sections of the faculty that “we too 
arc among the chosen ones in this new 
‘border-less’ world economic order"! And. 
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the rest of India’s M-school.s arc aspiring 
to the same status. 

Notes 
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1 I lie .iccnltuiation view is based on oilhodox 
miidcis III the sociology of development, 
wliteli weie fashionable in the l‘)5l)s and 
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I 'ritics ( iiIiIdhihi Mandftrmcnl Kfvu’w, Vol 
27, No t. spline I9.SS, pp 4.1-62. 

6 In this endeavoi. we h.ive lieiieliled froiii an 
iiiler|>rel.'.lion ol Clieil tibid) in AI mi liiilie/. 
'M.iii.iccmcnt of M:in.i>.’emcnt Research’ in 
Warner (edi, op eit. T.ible I, p 1l)l)4 

7 Wedi.iw on insiphts Irom Harry fiiavs'rman, 
l.nhonr iiiiil Moiinjuilv Ctipilal: The 
l>egrmliiliiiii of It'oet i/i the I'weiilielh 
Ceiiiiirv. Msinlhly Review I’ivss. New York. 
19/4. chapter 4 on •Scicntillc .Maiiugcment'. 
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Kiopiaphic.il d.it.i and ihe conclusions ot an 
analysis ol T.iyUii's iieisonality are drawn 
from Sudbil Kakiu'. h'reJerU k Taylor: A Stml\ 
III I'eixoimhiv aiiJ liimmiiiim, MIT tVess 
t'anibinhv. .Mass, 1970. 
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9 Iti.ivcim.Mi. ibid, p 90 
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14 l.shwar Dtiyal. Ke-iippraisiii); Maiiaiit’"ieiii 
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16 The negative outcomes in Indian M-schools, 
that wc will now highlight, are however not 
of their own making. Nor have these M- 
schixils chosen the circumstances that they 
encounter or have encountered in the past. 
These ciieumslancc.s have mostly been given 
and trunsiiiilled lo them by histoiy. In othei 
words, the siiuctures, tendencies and 
conirudictioiisofslcpendenl capitalism in India 
have largely deici mined all that wc have done 
or will l.irgcly determine what we will do in 
India's M-sche.t>ls. The crilicism.s that wc 
make may he viewed in that pers|vctive. 
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Biswas, 'Rescaich in Management Science 
in Theory and Piacticc'. EfPW, Review of 
M.inagcmcnl. Febnuuy 1979, pp M-37 lo M-.19 

IX Tlie .stylised f.icls have been distilled fioni 
a lew ol the M-schools that are ratcil among 
the lop-1 1 ) schi K ils 1 n B«.i inesx liulUi (Febi iiai y 
9 22. 1998) and an M-scIkhiI .i: one ot the 
Indian Insutules of Technology. It inu-.! he 
made clcai that there arc very .signiricnitt 
dispirilics among and between Indian M- 
.schools. A wold or two on surveys conducted 
by m.iii,igcmcn; consultants. .All science would 
Ik- supcrlluoiis it the outward -appoarunce of 
p' ciiomeiion coincided with its essence. 
Mimagcmciii coiisullanis who carry out 
siiivcys I elated to M -schiKils in order lo nile 
them, employ liiml i nvcstigalors oi journal isis 
who may l>c asked to tour these .M-schiK<ls. 
collect data given by the institutes themselves 
(presumably audited) to i|uunlity Ihe chosen 
attributes, .ind conduct interviews lor 
surveying opinions, giving the oulwaid 
apjicaranie of being scientilie. For whatever 
this is worth, we use Ihe results ol a icceiit 
.survey by a management consultant fiim. 
Cosinodc {/liiMiiex.s TnJiiw May 7, 199X) that 
ranks M s. hools based on iiuilli-dimensioiial 
criteria. IIMA lops with an ovetall .score ol 
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rank with a score of729.47 falling in-between. 
The ratio of ilMA's score to the lOth ranked 
M-schixil's score (here NMIMS'.s score) is 
1.67. However, The ratio of IlMA’s score to 
that of the department of management studies. 
University of Goa, which has been ranked 
50th in the Cosmode survey, is 4.27. This 
.seems lo suggest what may indeed be glaring 
disparities even among the belter-endowed 
M-schools Further, one can imagine the 
di.sparity between IIMA and ihe487th ranked- 
sehooL if a Cosmude-like survey were to 
coverall the M-schools offering post-graduate 
programmes in managemciii, which have been 
recognised by the All-India Council of 
Technical Hducaliun (AICTB). It may be noted 
that there is a methodological eiror in the ratio 
measure of disparity that we have used, which 
we have ignored. 

It IS not suipiisiiig that the AICT’E recog¬ 
nition commands scant respect. This 
accreditation body does not follow its own 
guidelines, set in 1990, which stipulate the 
iniiiiiiiuin faculty rcijuircmeiiis, computer and 
lil>i,iry lacilitie.s fur certification of a PGDM 
coiirso. .Most of these schools reportedly 
depend mainly on tuition fees for financial 
sustenance and increa.se these fees and the 
stiideni intake to continue in business. Many 
operate with three or fuiii faculty members 
and a skeletal oincc stafi, suhcontrueling- 
rnosi of the leaching to numniighling 
piofessors ol piililicly suppoilcd insliliitcs. 
rticy may Ire located in scIukiI buildings and 
so ..'liisscs can licgin only in the iiflcmiHin, 
alter the scIkmiIs close foi itic day. These M- 
scbtKils cater lo market demand, concentrate I 
us they aic in stales w here industrial investment 
has been relatively more buoyant, like in 
Mah.unshtra, Tuinil Nadu. Andhia Pradesll 
and Delhi. 

19 Foi a disciple's view, see I’radcep niiulta- 
chui ya, 'In-1 .mik as a Cuiiiilerpoiiil tnOullixik; 
Relleelions on valiics-System Workshops’ in 
S K Chakraboily (cd). Human Values in 
Moilein Afaiiajieiiieiit. Wheeler, New Delhi, 
IW8. pp 111-29. 
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SPECIAL ARTICLES 


Comparing Political Regimes across Indian States 

A Preliminary Essay 

John Harrlss 

This article makes a strong case for differentuiting the political sy.stetns of different states in India on 
the basis of the balance of caste/class power and the nature of party organisation within those states. Such 
differences can then he .shown to influence the policy formulation and performances of these states, e.specially 
with regard to decentralisation of power to lower caste/class groups and alleviation of poverty. 


IT has been suggested - Tor example, by 
Aiul Kohli (1987) - that India constitutes 
a ‘laboratory’ lor comparative politictil 
analysis. The fact that the country has a 
numberof states with quite diverse politics, 
but within the framework of Indian 
federalism, creates conditions for ‘ctai- 
trolled cxiierimcnts'. But these apparent 
opportunities have not been taken up very 
much. There aie important btKiics of work 
by individual scholars on the politics <9' 
particular .states - one thinks ot the 
sustained research by Zoya Hasan and 
Paul Brass on Uttar Pradesh, that of James 
Manor on Karnataka, of Jayant l.ele and 
latterly, of Thomas Biom Hansen on 
Mahaiashtra. and of Ghan.shyam Shah on 
Gujarat, ft is al.so striking that some states 
have nut been the subjects of such ertn- 
si.steiit research. And exercises in com¬ 
parative politics have been rather thin on 
the ground. Hflorts were made in eollabo- 
raiive exercises on the politics of various 
slates orchestrated hy Myron Weiner 
(1968), by Iqbal Narain (1967 and 1976) 
and then by John Wood (1984). The latter 
includes an interesting comparative essay 
by Roderick Church which is referred to 
later in this article. Tlien Kohli published 
the results of his research on the effec¬ 
tiveness of different party regimes in 
Karnataka (that of the C'ongress under 
Devaraj Urs), in UP (the Janata coalition) 
and in West Bengal (the Left Front), in 
relation to poverty reduction, in his bonk 
The State and Poverty in India (1987). But 
the most ambitious comparative project so 
far has been that of Francir.e Frankcl and 
MSA Rao, who brought together work 
by a groupof scholars within a framework 
which focused on the probictnulic of ‘the 
decline of dominance' (1989, 1990). The 
exercise which 1 have undertaken draws 
heavily upon, and aims to extend the work 
of Frankcl and Rao. 

Kohli concluded from his comparative 
study that differences between the |X)litical 
regimes of different states do make a 
significant difference, specifically to the 
adoption of pro-poor policies in the Indian 


context. Oihcis have disagreed. V S Vyas 
and P Bhargava. Im example, summing 
up the findings of comparative studies of 
public intervention and rural poverty 
alleviation in nine slates, say emphatically 
that “success in poverty allevialion efilirt.s 
was not sipnilieanily affected ... |ai least) 
by the professed political ideology of the 
ruling panics in ilicdiffeix'nt slates" (199.S: 
2572). The debate which is inhercnl in 
ilie.se dificreni siaieiiients is more signi 
ficani than it oikc was because of the 
increased salience of state-level poliiics in 
the context of India's economic leforms. 
The greater finaneial autonomy of the states 
v^llich these email “is likely to combine 
with increased legulafory autonomy ... 
making the stale level a more important 
political arena, and therefore, more in need 
of study" I Jenkins 1996; 198). 1 he effoit 
of developing a comparaiivc analysis of 
state politics .seems worlhw hile, therefore. 

Dl l•IM■S(l Kl l.lMi; IJlI I-ElUiNCI S 

The term ‘legiinc' is used widely but 
quite loosely in political science. It is quite 
often applied to a particular govcriimetil, 
as in ‘the Tciiigu Desam regime in Andhra 
Pradesh'; but as frequently it is applied 
to such broad distinctions as that between 
democratic and authoritarian forms of rule. 
Clearly, in a discussion of Indian stales, 
operating within the framework of federal 
democracy laid down in the Constitution 
of India, the latter distinction docs not 
apply. We may bo concerned, however, 
with differences in the democratic 
functioning of di ffercnt states, and describe 
these in tcniis of ‘regime tyjics'. 

'Democracy' is taken to mean; ‘govern¬ 
ment by the people; the form of government 
in which sovereign power resides in the 
people and is exercised either directly by 
them [participatory democracy] or by 
officers elected by them frepre.sentativc 
dcmtxiracy]'. Clearly, this is a statement 
of an ideal, for it evades the real problems 
of collective action, which arise fmm the 
fact that the goals held by individuals (‘the 
people') rarely coincide absolutely. 


Approaching the iileal of democracy, 
thereloie, depends upon the differentiation 
of the ivalmol politics fmm overall sy.stems 
of iiiequiility in a society solhat collective 
decisions are not made by particular 
individuals i.it groups of lU'ople liccausc 
of the power derived from then economic 
or .social ..talus [Kucsclimuycr ct al 1992; 
41 IT). In practice democratic lorins of 
gosernment. involving the accountability 
of the executive to an a.vscinbly oi repre¬ 
sentatives elected through free, open 
elections, in the context of freedom of 
ex|)iession and association, can never 
eliminate altogether the significance of 
differences of<wealih. jHJW'cr and status in 
society. I lencc. the Marxists have generally 
rejected such representative democracy as 
a sham, concealing the exercise of {lower 
by the dominant cla.ss.'fhc view expressed 
by Rueschmayer and his co authors is that 
the ideal of democracy is approached more 
or le.ss closely according to the balance of 
class {lower in a siK-iety. and the nature 
of the state .system. The development of 
cu{silalism is, in some ways, actually con¬ 
ducive to ap{irouchiiig the demiKTatic ideal 
because it weakens the power of landlords 
and strengthens subordinate classes, 
shifliiig theiii from the lelalivciy un¬ 
favourable environment of {icasant agri¬ 
culture in which, as Marx argued in The 
Eighteenth Urumaire, they are ‘l.'ke 
potatoes in a sack' - divided from each 
other, lacking a sense of a collective 
interest, and given their identity bv the 
more self-conscious classes which make 
up the rest of sticicty. The democratic ideal 
IS approached more closely, too. if the 
state-system (the organisation of the state) 
is relatively autonomous in relation to 
society. But there is narrow gap between 
the .Scy lla, of a stale system dominated by 
particular interests within society, such as 
tho.se of landlords, or of industrial capital, 
or of finance ca{>ital, and the Charybdis, 
ol a state-system which is absolutely 
autonomous and able to exercise dic¬ 
tatorship over society, over-riding the 
interests and aspirations of ‘the people’. 
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This is where 'civil s-xicty’ enters the 
ei|u<ili<iii: the more developed is the sphere 
ol private, vtilnriiary assoeiiUion, of civil 
society, the wider is the yap between the 
•Sevlla .ind ilic Charybdis, ami the greater 
the space tor democracy, lor it implies that 
dilleieiii interests are organised within 
sosiety. ami able (at least to a sigmlicant 
degree I to hold the organi.salions in the 
state-system aeeoimtable |detived from 
Ktiesclmiiiyer et ul 1992|. 

In the light of this diseussion it would 
.seem perfectly sensible to compare Indian 
states .:s democralic regimes. Although 
the majoiily of the luhoui force across the 
soimiry lemains agriciiltuial. there tire 
important regional diflcrcnccs and 
ililTcrenecs hetween slates in terms of the 
oiganisalion of agrieullure, the level of 
development ol capitalism, and ofagrarian 
class structures. There au‘ differences 
between stales in terms of the extent ol 
iii(lti>lriiil development, ami hence in the 
ilcveUipmenl of both the industrial 
hoiirgcoisic and the working class These 
ililfeieiiecs may then be lelleeteil. in turn, 
m vMiiations m the nature tind the cMcnl 
ol poliiii-al mobili'.ation, and of 
organis.ition m civil society, both of which 
tire likely to be very significantly 
mtiueneed, m the Indian context, by caste 
ami e.thei ethnic identities. These polilietil 
dilTereiicc'' may exeieise a sig.iiifitant 
mnuence on the funetioning ol the vat ions 
(stale level I ‘sitile systems'. This is one 
level ol eomptnison, iherel'ore. 'vhieh we 
might desstilv as ■stnieiiirar. .'\noiher is 
Ihiil ol ■iegiine’ in the sen.se. railiei, t'f 
‘goveriinu'iii'. This istlu' .sense employed 
by AtuI Kohli when he writes; 
Variations m legiontil disirihiilive 
iiiiteoiiies .. .lie a funelioii of the regime 
Loiiiiolhiig [Hililieal ivovver. Kegiinc type, 
m liiin - til least in the ease .jf India - 
eitisiK f'lleets the luiluiv ol the nilmg 
polilUMi paiK.The iiieology, organisation 
and ehiss .iliiaiiees iinderlyiiig a parly- 
dt)ininaiei.lieginie.iieiheMofeonsideiiible 
eoiisciiiieiiee l.'i the leslistrihulive 
perlormanee ol tli.si legiuie (lUt(7' 10) 

III lii.s book, of course, he goes on to 
evnnpare the performance >n' dilfeivni 
parly dominated rcgmic.s m ilnec Indian 
states. 

I'or the piirposc.s of this ptipei. wc may 
seek ti> disiingui.sli regime dilTeroiices 
across .states at both the siruciiii.il level 
iindiluiiof ■p.iity-dominiitciigoveniniein'. 
searehmg in the fir.si place for evirleiKc 
on the naiine and e.xtent of pi'litieal 
mobilisation and of orgtunsalion in both 
civil and political society. In the light of 
the preceding shorl discussion of ilcmo- 
cratic political systems critical questuins 




are these; are there appreciabicdiffercnccs 
between states in terms of tlic balance of 
class power, and tlic extent of political 
panieipation of histotically subordinated, 
lower cla.sse.s'’ What is the nature of this 
‘pat ticipulion'. ideologically and organis- 
iilionally, and what are the relationships 
of the lower classes with other classes'.’ 
Note that it has often been argued that 
Indian polities arc characterised by 
'political accominodationism’, referring 
to the way m which dominant clitc.s build 
coalitions of political support amongst 
sections ol tlcpeiidcnt groups by means of 
a strategy of selective inclusion.' 

Tackling these qiicsiions in the Indian 
c.ise leqtiiivs study of evidence on class 
stnictiiresandtheirrclationships with caste/ 
ethnicity ami historical structures of 
dominance (delined. following I’rankcl 
and Kao as; the exercise of authority in 
•snoieiy by groups who achieved socio¬ 
economic .superiority and claimed 
legitimacy for theircoinmands in terms of 
superior ritual status’).* ‘Class formation’ 
IS always and cveiywherc a problematic 
concept. Ihc relationships bciwccri 
‘objei iivc’ ilifferenccs between groups of 
people, m terinsof thcirrolesand relations 
within priuluciivc systems, and the 
subjeeiive categories in terms of which 
people experience and understand these 
roles and lelations - between 'class-in- 
ilseir and ‘class-for-itscif’ - have always 
to be treated eontextiially and historically. 
In the Imimn ease this moans studying the 
relation .inps between class ami caste. We 
know iliai iliere is no neat map)>ing lietvveen 
‘clas:.’ and 'easle', but there .ire strong 
blond coriespondences. lor example 
betw een Itiiid owiicr.ship and caste position. 
We .ilso know that in many instances class 
relitiionships are experienced as lehitions 
bet ween c.tstes (sec Harri.ss 1 W4|. .Some- 
limes poieMtj:il or actual class political 
mobilisation iscro.ss-cut by easle relations, 
and vice-versa - and sometimes not. In 
practiee we have to study the chi.is/eastc 
bases of different regimes in ortlcr to 
atklress the critical question of ‘the btilancc 
of class powet'. 

Further analysis entails examining 
political organisation, including the 
formation ofdifferenl types of as.soeialion 
anil the id-'ology, organisation itnd class 
allianees underlying different party- 
dominated regimcj^govcmmcnts.W'hat arc 
the st.ited objectives of different regimes? 
How ill) they seek to win support, 
ideologically and organisationally? What 
are the alliances on which they depend? 
What ate the relationships hctW'ccn 'local 
(low or’ and state-level politics? Questions 
concerning leadership and organisational 


and ideological coherence - which Kohli 
also highlighted - enter in here. 

‘Measuring’ regime differences is 
obviously difficult, both conceptually and 
practically (given whal is in some instances, 
in regard to India, the paucity of data, and 
in others data inconsistencies). We can 
obtain some qualitative information on 
the chamcteristics of di iTerent state regimes 
from the political science literature and 
from political commentaries (forexample. 
Manor’s commentary on the new support 
base built by Devaraj IJrs between 1972 
and 1980 in Karnataka).^ It is also of value 
to tRicc changes in the composition of 
state legislatures and of state governments 
(and the backgrounds of chief ministers, 
too) in terms of caste and occupation (not 
of course that these translate at all directly 
into policy and policy practice, but still, 
shifts like that which look place in the 
l‘)7('s when agriculturalists started to be 
represented much more strongly, are 
signitieaiitl. It is possible to take quite 
systematic account of the frequency o.f 
changes of government tmil lodcrivc from 
this indicators of regime stability, which 
can be supplementi-d fmm the descriptive 
literature, tjcnerally my approach has been 
to try to develop a framework worked out 
by Roderick Church in a eompanitivc 
discussion of state politics (in HP. Bihar, 
West Bengal. Kerala. Knrnulnkn, 
Maharashtra and Gujarat) written in 1984. 

At this time, Church argued, there was 
a ‘crisis of pnnicip.'ition' amongst lower 
castes/classes. This was in the context of 
u lourfold distinction l>etwcen caste 
categories; 

The '((p/Ji'/ 'ciwfiw.ihc ‘highcastes' orlhc 
'twice-born' arc the brahmans, kshatriyas 
:ind hunias. They have long doiiiinateil 
society and polities as landlords in the 
countryside and as businessmen and 
professionals in the city. [Note the 
connection that is made throughout the 
discussion between caste status and class 
positions.! 

The 'middle’ eaxtes arc the principal 
fanning castes (jals, yadavs and kunnis in 
the north, for example; Marathas in 
Maharashtra, and .so on). According to 
caste tradition they arc Siidras, the term 
for all those below the twicc-bom ami 
above the untouchables, but they have a 
special status and importance because of 
their numbers and land. Typically they are 
kis,ms (farmers or [rich|/midd1e peasants. 
[It is usually the case that the kx;ally 
'dominant castes’ - dominant by virtue of 
their control over land and labour, which 
arc still commonly the basis of local 
political power - arc from these ‘middle’ 
castes]. 

At the bottom of the traditional status 
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hierarchy are the ‘scheduled’ castes, the 
ex-untouchabics, who now have special 
constitutional protection and privileges. 
They are primarily agricultural labourers. 
The ‘lower’ castes form an economic and 
social stratum which is sandwiched 
between the middle ca.stcs above them and 
the SchcduledCastcs below. It iscomposed 
of marginal farmers, sharecroppers and 
landless labourers from low status 
agricultural castes together with traditional 
service and artisan castes -• barbers, 
boatmen, blacksmiths, carpenters, grain- 
parchers. oil-prcsscrs, and so on. The 
proportion of |)eople in this .straimn varies 
from region to region, but it is usually 
about a third of the population.'* Because 
individual castes arc usually small and 
widely dispersed, as well as poor, the 
lower ca.stcs find it difficult to develop a 
common sense of identity or to assert 
much political poweron theirown. (These) 
lower castes are the last stratum to be 
brought into politics ... IChurch 1984: 
2.M)-31:cmphasi.s mine). 

Church went on to argue that by the 
1960s "the only people systematically 
excluded from a share of political 
representation and policy benefits were 
the castes below the middle castes and 
above the Scheduled Castes” and that as 
people from these gnuips sought a larger 
share in state power, they encountered 
resistance or attempts at co-optation on 
the part of dominant gioups (from the 
upper and middle ca.stes); “This is evident 
in new levels of violence and corruption, 
in populi.st appeals to the poor’, in calls 
for law and order, in the emergence of 
regionalism, in struggles overrc.servations 
for the ‘backward classes’, and in the 
efforts of political parlies to recruit 
representatives from lower castes” [this 
and the previous quotation. Church 1984: 
2311. This powerful statement has proven 
remarkably accurate, and it applies to 
Indian politics in the 199()s, as well as to 
the 198()s. 

The lower castes have mobilised, or 
have been mobilised politically in several 
different ways: (i) as ’poor people’, held 
to have intere.sts in common with scheduled 
castes and tribes; (ii) thnrugh status apircals, 
when a hard-pre.ssed upper caste group 
seeks to recruit their support (as happened 
in the kshatriya movement in Gujarat, when 
rajput kshatriya were prepared to concede 
’kshatriya’ status to hitherto low-ranking 
kolis in order to increase their political 
clout), or when it is sought to c.stablish 
links between middle and lower castes as 
fellow members of the ‘backwardclasses’;^ 
(iii) by emphasising the regional 
community (through appeals, for example, 
to ‘WeTclugus’ or ‘We Bengalis’). Such 


Toiu l. TvirM.oov <«■ fVa.mrAi Rii.imi.ms DirikKiNi Staii-x H^mi.y 1980.S 
Categorj- Characteristics States 


A 

B 

C 

1 ) 


t'ppcr easte/class-duminatcd 
Conjsiess leeinics 

Lowet e.isteCelasses recruited intn 
Congress legimcs 

Lowei eastes/classes strongl) icpiesented 
in non C'«>ngrcss regimes 

Compeiilion hctwecii Coiigie.ss .ind .i 
'middle' c.isie regionul paity (eseliidine. 
Uivvci i.isies/elas!.es'.’) 


Bihar, liiiai Priidesh 

-t [.Matllisa l’i.ivlesh. Oiis.sa, Rajusthun] 

tiiiiaiat. Karniitakii. Mahar.Khtru 
+ t.Andlii.i Pradesh'’! 

Kei 111.1. West HeiijMl 
+ I I'aiiiil Nadiil 

Piiiii.ih 


Notes. 

1 The csideiii'e supimiinig Cliureh’s cl.issilie.ilion is loniid in Ihe p.i|H'is in Wood ted) (lOSdl 

2 I have added oiliei stales (t {...]). which ('hiiieh did not eonsider. in Ihe light iii.iiiily of evulriicc 
found III Ihe I'elev.int ehaplers in Piankel and K.io's two \oltiiiie woik on state polities; 

Oristri.deseiihed in deuiil hy Muhaniy (PiSHI) .is Mill doiiiiii.iled li\ hialiiii.iiis and kainils iseribes, 
eoinp.ir.ihle wall k.iy.islhai. in noilheiii liidi.ii 

Hiijoslluin. doniiii.ite>l hy laipiils, as indeed it leiii.iins to die pieseiil (see the .iitn. le hs leiikiiis I99X 
whieh shows how even (he jals in Ihe slate, an impoitaiii 'niiddle' e.isie. in I'liiireh's lei ms. h.ive 
heeii kept out ol powci) 

Modhwi l‘rtidc.\li is not ineludcd in hraiikcl and K.io'.s volumes, |>eiliap.s lieeaiise. as ( iiiisioplie 
lallrelol has noted reecnilv, iradilional doiiiiiiatiee hy priiiics ,iiid iI|>|h'I i.isies was .still not iii' 
ilecliiie III di.il slate at the tune at wliieli I'l.iiikel Kao and then co-aiitlioisweie wriliiie. in tin mid 
I9K(K indeed a li.iidly is lod.iy IJall'ielol (mix 4llj 
Aiid/ini I’ludi 'h IS peilups iiioic elearlj pl.ieed in ealegoiy B lliait .Maliar.e lili.i Aiidhi.i polities 
were still doimii.iied iiiiiinly by reddys. and in some ol llie eoasl.il disiiiels hv kaimii.is. hi a was 
sshieh was eonip.ii.ihle svith Marath., doinin.iiue in M.iliaiashlra. But, Kam Keddy Holes, ''I’lie 
Congress Party |iii Andhiaj tindei the diieelion ot Indiia (iaiidlii jaiid her saliap. I’ V Naiasiiiilia 
Kao, aschicl minisiei jsneeeeded to a.suhslanli.il esieni in weakening die holdol the in li peasaiilis' 
os Cl the 'sia, Isiiiks' piovideil oy the pool pe.isaiils and l.iiidless jllas is analysed in doiail in die 
edinogiapliu .nsouni of Margiieiilc Kohinsoii I ldSK)|''. so Ih.il 'i In ii liidiia riaiullii ssas deli'aled 
11.11 ion wide III I'f? .>‘'101 ihe period ofeiiieigeiiLV iide, "in Aiidliia Piadesli die Jaiiala P.iily sonid 
not m.ike .i dent in her hold over (he pooiei seetions flie liaeksv.iivl easles and (he liarijaiis 
eontinni'il to ideiilil'y Mrs Gandhi with the poor, while die doininani apiu iillui.il easle-, ,iligti>‘d 
Ihciiiselves with die laiuiU. The Congress enMoiy. wiiti die siippoit ol die sse.ikii sixlioiis. 
indiented an inereasiiig social |H>laiisalioii hodi along caste a.ul class lines" jKcdvIs in I i.iiikcl anti 
Kao iy.X').2SI|, 

Itimd Xiidii Here Ihe Congress lost tonliol in l')fi'7, ceding posvei to the Diiiviilu Muiiiielia 
Kar/aghain, a legionat party whieh piopagaled Tamil cultural natioiialiMii. ami wliitli ssas 
surcessful in niohihsing lowet eastes against 'I .mill Nadu's lelatisely liagmeiited doiiiiiiaitl easles 
/'laigi/i. While each of these inajtn states presents a ilisliiielive poliln .d liisloiy. Piinpili aigii.iMs 
cimstilitles a case up.irl winch ei.iinot he iiiciuporated into the lliiee iii.iin i alegoiies wliicIi base 
been distiiignislied I he sinielure of dominance .iiouiid hialimaiis/kslisiiiy:o. stliieh pievailed osei 
imist of India ssas not siiongly developed lieic, because ol die iiiipoil.nice >>1 Sikhism Puiijah sv.is 
also slioiiglv alkcled by siK'ial retoim iiioveiiieiits widi anti hialiiiianiial oseiloiies. in (he later 
Idlh/iMrly 2dtlueiitniies. .Soil has not heeii a sl.ile with an 'iipiiereasle/class doiiiiiialed C'oiigiess 
rcgiinr'. Modern Puiiiab ixjlilics an I'lindaineiiially iiiPiieiiccd by the rel.itions il Sikhs, who .ire 
prcdominiinl in luial pails of the stale, and Ibnd.is svho, although they only make up a little nioie 
Ihiiii u thud of the whole iKipulalion, are numerically tloiiiiiiaiK in urban aieiis Polilics have licen 
duimiialed since iiide|>endcnee by cnmpetilion liciweeii a strong .Sikh-hased legiimal party, die 
Akali Dal, .ind Coiiirrcss, Ixxli of llieni siib|cci to intense laetionulisiii, willi ihccoimiiiimsi p,.ile-s 
and Hindu nalioiialisi Jan Sangh/BJP also playing sigiiilicaiit roles It is said lb.it "l.litc (Sikli< l.il 
dominance under the hegemony ol snceesslul l.indosvners is one im|Mii(iinl dimeiisioii ol dn' M.ali 
Dal’ IP Wallace in l-'raiikcl and Kao IWO •ISfij. Iiitcinisol f'luirch'sderinilniiisilc .in Iv il' Si iihed 
as a 'iniddlc' caste dominated party. Some pooiei Sikhs, iiieluding .Sikh ailis.ins. ji»l c ii.iiiiiy the 
Sikh .Scliediile.l Castes (who make up dosC to II. (km cent ol Ihe iMipulaiioii) li.m’ eeii' lallv liceii 
inclined to sitppoii the Congiess, whieh has also been suppoiied bv son»' i-i the li'Wii based 
Hindus, others ol whom have supported the Jaii Saiigli/IUP. I'hi' coiiiiniiiiisi p.iilies l..ive won 
support from "marginal (Sikh) larincis lather than landless lahouieis ’ll’ W.ill.ue in I laiikcl and 
Kao 1‘WO. 4-l()l.Thc Akali Dal hasusiially had topiirsiie asliatcgyo! .iLcoiniiio>la!ioii with Hindus 
ill order to secutr and hhid office, and has commonly entered mio.illi.uice w itli ibe Jan Sangh/BJP 
(as indeed il has dcinc at the national level within the loose coalition, w liicli li.ive kepi the BJP in 
office m eciilral govcrninciU after the l‘J98 gcneial election) The etlec I lias been to exeludc those 
who would Ire lefcrrcd to in icrms of die schema propo,ed heie .o lower casics/classes' fr'ini 
significanl political panicipalion: and it is thought di.il the iiioveiiicni led hy Blnudranwale. which 
brought civil war to the stale in the 1980s, apiwalcd to pooi Sikhs as well as lo edticiileci 
unemployed youth. 

Haiyana, Himachal Pradesh, Jammu and Kasliiim in-1 Assam, ,l■l 1 ongsl the major stales, are not 
considered here. 

Simire Church (1984) 
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attempts, nowever. to unite me lo wet cosic.'i 
with those ab(»ve them are inherently 
problematical because of real differences 
in economic interests. The lower castes 
may be won by populist appeals (as Indira 
Gandhi sought to) "but they can also be 
drawn to more radical alternatives, as well 
as to the regional parties. The net effect 
is to make political coalitions more fluid 
and to add a new element of uncertainty 
to parly politics" (Church 1984: 2331. 

Around the early-middle 1 980s, Church 
argued, the patterns of politics in different 
Stales could be understood in terms the 
;:xtcnt and mode of political participation 
.if the lower castes: ‘Tirsi, there are those 
states in which lower castes have achieved 
positions of power in the legislature and 
governmeni and wheregovenimeiupolicy 
'o some extent uddreixes the concerns of 
'/le /)f «>/• (my emph asis; J H). These i nc I ude 
West Bengal, Gujarat, Karnataka, Kerala 
.intl (perhaps to a lesser extent) Maha- 
-a.shlra. Uttar Pradesh and Bihar remain 
states where the lower castes have made 
little progress. Second, among states in 
which the lower castes have made the 
most progress, there arc those in which the 
L'ongrcss has taken the initiative in 
reemiting the lower castes and bringing 
jhangc” (1984: 236-37). Thus Church 
aroposed a typology of political regimes 
:n different .states, in the early 1980.S (see 
fable 1 >. 

Before proceeding to extend this frame¬ 
work to take siecount of political develop 
rnenis in the last 1S years, it is important 
to take account of other factors which 
make for differences between political 
regimes: ideology, leadership, organisation 
and stability (all aspects of the institu¬ 
tionalisation of politics). In the Indian 
ease, all of thc.se arc affected by certain 
general (national) tendencies of politics 
and governance. Firstly, although much 
policy analysis seems to operate with the 
implicit assumptions that the Indian statc(s) 
corresponds with the model of rational- 
legal authority, and that it is engaged in 
rational problem solving in the common 
interest, the reality is of course very 
different. It is a notorious fact that political 
life in India has become increasingly 
criminali.scd and is in thrall to tho.se whom 
Chatterjee describes as “self-seeking and 
unprincipled political speculators”, for 
whom “politics is ... a businc.s.s, like 
speculating in share markets ... a risky 
business where you can go bust all of a 
sudden, but where you can also make a 
fortune if things go all right” (1997119^ 1 ]: 
213-14). Though the extent of outright 
criminality has steadily increased, Indian 
politics has always had the characteristics 
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high returns. Though many of the early 
legislators were extraordinarily principled 
and personally austere, not all were, and 
the prospect that the Congress would form 
ministries in 1937, under the Government 
of India Act, had already brought in many 
new members, attracted by the possibilities 
of government patronage. The Congress 
party machine which exercised largely 
unchallenged authority, both at the centre 
and in the states, for die first 30 years of 
independent India, was always oiled by 
patronage - the exchange of offices. Jobs 
and access to public re.sources for the 
mobilisation of cicctoral support, or ‘the 
loaves and the fishes of offices and jobs’, 
as Ashok Mehta memorably put it - rather 
than an organisation dependent upon active 
cadres. It is by these means that 'political 
accommodaiionism’, referred to earlier - 
selective inclusion, designed to build 
coalitions of support - has been made to 
work. But increasingly, through the history 
of independent India, political office has 
been sought in order to derive rents in 
various forms. 

One of the concomitants ofthese general 
features of the Indian political sy.stcm is 
that there is competition for ‘the spoils of 
office'. Large majorities are often not a 
guarantee of a stable and secure govern¬ 
ment, because it is then more difficult for 
those in power to satisfy the aspirations 
of all their supporters. There is a built-in 
tendency towards factionalism - com¬ 
petition between groups led by particular 
individuals who arc in pursuit of personal 
gain and personal differences, rather than 
being divided from each other ideo¬ 
logically. Ideology, indeed, counts for 
rather little in this political .system. And 
there is no major state which has not 
experienced periods of instability as a result 
of factional in-fighting in ruling parties. 
Changes of government, in this context, 
most emphatically, often mean nothing 
more than a reshuffling of personnel, and 
have absolutely no ideological or policy 
implications. 

Another aspect of the spoils is that 
political parties arc but weakly institu¬ 
tionalised (they arc not dependent upon 
active cadres but rather on the prospect 
ortheactu. lityofthcdistributionofspi>ils). 
This is a problem which has grown pro¬ 
gressively worse, as many commentators 
have remarked, since Indira Gandhi, in 
pursuing her struggle for ascendancy over 
the old leadership of the Congress Party 
in the late 1960.S and 1970s, rather sys¬ 
tematically broke up the old Congrc.ss 
machine. AtuI Kohli (1996), revi.siting in 
the 1980s places in which the late Myron 


ation in the 1960s, reported that he could 
find little active 'organksation' to speak 
of, at all. The same is true of other political 
parties, as well [see for example. Manor's 
comments on the Janata Dal in Karnataka; 
Manor 1998]. Interventions by central 
government in state-level politics, which 
have increased in frequency as part of 
these developments, have also contributed 
significantly to political instability. 

The outstandingly successful political 
parties of the last quarter-century have 
been the CPI(M) in We.st Bengal and 
Kerala, the Jan Sangh/BJP in parts of 
north India, Shiv Sena in Maharashtra, 
and the DMK/ADMK in Tamil Nadu. 
These parties, while they have certainly 
not always been above the games of patro¬ 
nage and corruption,® do have organisat ion 
and (less so, latterly, in the case of the 
DMIGADMK) coherent ideology (crude 
though this may seem to outsiders to be, 
in the case of .Shiv Sena especially). An 
important influence, therefore, upon 
regime diflcrenccs at state level is the 
extent to which states have been governed 
by ihe.se parties. The DMK/ADMK in 
Tamil Nadu, Shiv Sena in Maharashtra, 
and the Tclugu Desam in Andhra Pradesh, 
are - in the Indian context - relatively 
‘strong’ parties, with frankly regional 
agendas and organisations. But in practice 
the CPl(M) in West Bengal and Kerala, 
and the BJP in the north Indian states in 
which it is most strong, where it has 
established distinctive regional versions 
of the overall ideology of hindutva (see 
for the BJP in Maharashtra, Hansan 1996, 
1998; Rajasthan, Jenkins 1998], function 
like regional parties, as has the Janata Dal 
in Karnataka and Ori.ssa. It is significant 

- and refers back to the initial discussion 
above, di.stinguishing between regimes in 
terms of the extent and mode of parti¬ 
cipation by lower castes/ciasses - that as 
Partlia Chatterjee has put it: ‘The more 
the proce.s.ses of democracy have deepened 
in India, the more has its centre of gravity 
moved downwards... (and that)... Today, 
there are numerous groups that are able 
to make their demands heard in the demo¬ 
cratic arena...”. But there are differences, 
still, in these respects, between states. 

A few words more on idea of the 
‘accommodationism' in Indian politics [the 
following has been stimulated by Jenkins 
19961.Thiscan be viewedeitherpositively 
or negatively, or - perhaps more sensibly 

- as having positive as well as negative 
a.spects. From a radical perspective ‘accom- 
modation’ means at best fudge and 
tokenism, if not deliberate manipulation 
to head-off pressure for the thorough-going 
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structural changes which are necessary for 
(he empowermenl of poor, exploited and 
oppressed people. But accommodation can 
also be considered positively, as part of 
a gradual process of change which may 
lead to greater equity and inhibit violence, 
in a context in which radical change i.s 
politically infeasible (this is more or less 
what the authors of Redistribution With 
Growth argued in the 1970s, of course). 
The standard works on the political 
economy of India, tho.se of Pranab Bardhan 
(1984) and of Francine Frankel (1978). 
converge around the view that political 
accommodation has frustrated the projects 
both of rapid economic growth and of 
human development in India, and Paul 
Brass, in his survey of Indian politics, 
argues that “‘accommodative politics’ have 
failed and cannot succeed in the face of 
growing class antagonisms in the 
countryside and the increasing dominance 
of India’s ’proprietary classes’" (1990: 
246). This last assessment seems to have 
been falsified by events in the decade 
since it was written, but it will be argued 
here that there arc significant differences 
between stales in the extent to which ac¬ 
commodative politics still work, and in 
their modalities.^ 

We arc now in a position to attempt to 
extend and develop the framewoik first 
worked out by Church (see Table 2). 

A (ii): Stales where upper caste/class 
dominance has persisted - (1) MP and 
Rajasthan: The.sc arc both constituted 
largely by former princely stales and in 
both some of the former rulers have 
remained politically powerful. They are 
states, loo, in which right wing parties - 
Swatantra in the 1960s, and the Jan Sangh. 
later BJP - have traditional base. The Jan 
Sangh shared office in Madhya Pradesh, 
briefly, as early as 1967, establishing a 
pattern of two-party competition at an 
early stage; and the party led the Janata 
government in Rajasthan after 1977. The 
BJP took office in both states in 1990, and 
retained it in 1993 (after a period of 
president's rule, following the demolition 
of the Babri inasjid at Ayodhya in 1992) 
in Rajasthan (until 1998, when the party 
lo.st) though not in Madhya Pradc.sh (where 
the party lost again to Congress in 1998). 
Neither stdte has offered much opportunity 
for left-wing political parties or their 
ideologies. Political leadership in 
Rajasthan was divided between brahmans, 
rajputs, and jats, and the state assemblies 
dominated by these three groups, and the 
.scheduled castes, Jenkins has shown how 
the BJP has been a vehicle for extending 
rajput dominance (1998). Narain and 
Mathur remarked that The day when the 


placidity and civility of Rajasthan politics 
will be rocked by the ’power-drive' of the 
agricultural castes, while bound to arrive, 
is difficult to predict" (1990: 53). It has 
still not come. Jaffrclot’s work on politics 
in Madhya Pradesh (1998), similarly, 
shows the continuing pre-eminence of 
brahmans, rajputs and banias in both the 
BJP and the (Tongress in that state, though 
it seems that part of the reason for the 
success of Congress in retaining office in 
the state is that the party, under Digvijay 
Singh's leadership, has been successful in 
incorporating some from the lower castes, 
and members of the scheduled tribes (who 
makeupone-fifth ol the state’s population). 
This is thecomext, Ux), of some progre.ssi vc 
measures in education and local self- 
government in the recent past. Previously 
the Congress in MP had a long history of 
factionalism, and the longest single period 
in office of any CM. before Digvijay Singh, 
was that of Arjun Singh (between 1980 
and 1985). The most significant changes 
of parly regime m these two states are 
those which have taken place in the 199()s. 

(2) Orissa; Orissa has features in 
common with these two states. It too was 
partially constituted by former princely 
states, and like MP it has a high proportion 
of scheduled tribes within its population. 
The princes of Orissa seem to have been 
less successful in retaining political power, 
but the right wing parties, initially 
Swatantra - to which some of the princes 
gravitated and which Ux)k part in a coalition 
government after 1967 - and later the Jan 
Sangh/BJP, have lung been influential. 


Mohanty ai^ucs that “a brahman-karan 
middle class dominates .society and politics 
in contemporary Ori ssa" (1990:321); and 
that "The failure of caste associations or 
opposition parties to pave the way for the 
autonomous politicisation of the lower 
castes ... facilitated the continuation of 
upper caste control over major political 
parties" [Mohanty in Frankel and Ran 
1990). The numerical strength of scheduled 
ca.stcs and tribes in the population of the 
state “could not be exploited by the left 
parties ... conservative elcment.s could 
manage to receive their (the SCs’/STs’l 
political sup|iort ... (and) despite their 
visible presence in the slate and the 
legislature they h.tvc not emerged as an 
independent political force" (Misni 1989: 
254). Left-wing panics have never won 
much support outside small pockets. Tlie 
most outstanding political leader from 
Orissa has been the laic Biju Patnaik, who 
maintained a political following in op[X)- 
sition to Congress for over two decades, 
widening the social base of electoral 
politics and mobilising the rising ‘agrarian 
middle class’, as Mohanty describes it, 
including notably khandayats, numerically 
the largest single caste group, and who 
should probably be considered as ‘middle’ 
caste (in tcrifi.% of Church's definitions; 
and see Mitra 1982). Biju Patnaik led the 
Janata Dal government of Orissa after 
1990, before losing office again to 
Congress in 1995. The politics of Orissa 
have had an unusually strong personal 
clement, and patty contests have been 
governed by intra-eliie competition. 


Tauu; 2: Tyk)i.cx:y dI' Indian Siati Ri.(iimi s 


Category 

Chanicicristics 

.Sl.iles 

A(i) 

Slates ill which upper casie/class duiuinunce"hus |x:rsistcd and 
Congress has remained strong in the context of a stable lwo-p,iity 
.system | 'traditional dominance’ rather than politics ul 
iKCommodution vi.s-a-vis lower classes) 

Madhya Pradesh 
Orissa, Kajasthuii'' 

A(ii) 

.States in which upper caxtc/class dominance has been effectively 
challenged by middle castes/classc.s, and Coiigrr.ss support has 
collapsed in the context of fractured and unstable party 
competition |b<nh ‘dominance’ and the politics of accoinmodalion 
have broken down) 

Bihar, 

Uttar Pr,ldesh“ 

B 

Slates with middle casic/class dominated regimes, where the Congress 
has been clfeclively challenged but has not collapsed, tind there is 
lairly stable and mainly two-party competition Ithc politics ol 
accommodation vis-a-vis lower class interests have conliniicil to 
work eflectively, most effectively in Mahaiashira and K.irnaiuk.i, 
least effertively in Gujarat] 

Andhi.i Piailcsh, 

(<iij.ii,il, 

Kiioial,ika. 

Muhatashli,i, 

Punpib''’’ 

C 

States in which lower castes/classcs arc more slioiigly leprcscnicd 
in political regimes where the Congress lost its dominance at ,iii c 
arly stage 

Kerala, 

Tamil Nadu, 

West Bengal'' 


Notes: a: These five .slate.s are classified us ‘low iiicoiiie slillc^' 

b; AP and Kamaiaka are ‘middle income slates', aiul Punjab. Oojarat and MaliarasUtra are 


‘high income states’. 

c; These three states are ‘middle income states' 
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Latterly the Congress and Patnaik’s 
lollowiiig (which lias passed substantially 
to Ills son Navii). now leader of the Biju 
Janata Da!, which is in ailianee with the 
PJI') have; competed for power, operating 
Croni tile siime social base. and. "Mono- 
pohsing die competitive arena they (have) 
pre-empted alternative popularforces froin 
act|iiirin}' political significance" fMohanly 
ill I rankei and Kao 1990). It is unlikely, 
lu'ie. that changes ot pariy-iegime arc ol 
any gieat significance for [Xilicy or its 
iinplemeniation. 

/) (»■).■ .Stiilrs where upper caste/class 
(himinauce ha i In-en ejjecii vely challenf;ed 
- (1) Hilitir and Uttar l^radesh arc the core 
states of (he ‘Hindi heartland', wheic the 
upper castes are inuch more numerous. 
The (‘‘oiigress Paiiy in both stales was 
dominated liy members of these uppci 
castes About UP, /oya Hasan writes, 
“from tlic outset the ruling party restricted 
the access of lowei castes to posiiions in 
government, and successive Congress 
regimes were dominatcil by upper ca.stes- 
classes. Upper caste domination provided 
the Iramework ol political bonding in a 
Iragmentcd society" (1998: 19). But 
‘middle’ caste, in our terms, ‘(Jther Back¬ 
ward Classes' tOBCs) have become 
politically powerlul in both stales; the 
Congress paity has very substantially 
ilesiroved itsell', after ruling each Male for 
most of the tune from independence up 
to 1US9/199(), and no longei has much of 
an electoral base; and politics m each state 
is Iragmenteil, and bitterly contested 
between formations w Inch dei ive fiom Ihc 
Lok l).il, in whieb OBCs aie strong, ihe 
BJP. to which the upper c;t.stes have 
gravitaied but which seeks, as elsewhere, 
to win support Irom lower castes as well, 
and dalit-basetl jiarties (notably the 
B.iliii|an Sanui j Pai ty, one of w ho.se leadcts. 
Mayawati.liecamelhefiist scheduled caste 
woman to hold the chiel mmistership of 
a major st.iie. in a briel tenure in UP in 
199,^). The rule of law has broken down 
toagieatereMcnt in Bihar than elsewhere 
in India. Inn the home minister of India 
went on recoid m the Lok Sabha in March 
1997 to state that UP is moving towards 
‘anarchy, chaos and deMiucuon’. 

H: States with 'tuiihlle' (asle/class 
thuiiiiiati'ti regimes: There arc of course 
mtuiy differences between these states. 
But they are alike in having powerlul 
■middle’ castes/classes - numerically 
significuni, locally iloininunt castes, but 
whose dominanee extends over wide areas, 
and which have generally exercised 
pervasive (K'lilical influence; Ihe rcdilys 
and kainmas of Andhra Ih-adesh (who make 
up. tugctlier, about 20 per cent of the 


population); the paiidars of Gujarat (about 
12 per cent); the lingayats and vokkaligas 
of Karnataka (who together constitute .lO 
per cent or so of the population); and the 
maraihas in Maharashtra (.^0 per cent or 
so of the population of the state). The jat 
.Sikhs, similarly, con.stiluie more ihun 20 
per centof the (Kipulation of Punjab, Upper 
castes (brahmins, hanias and kshatriyas^ 
have been significant in the |wliiics ol ail 
four suites, bin more so in Gujaiat, where 
brahmins .'ind hanias generally dominaleil 
the riili ng ( \ mg i e.ss Party up to and through 
the 19(i()s I Wood 1984|. In all these states, 
ihedommunt ‘middle’ ea.stes(undthc upper 
castes) have been challenged by low-er 
castes, or they have accommodated lower 
caste aspiiaiions, but the political grip of 
the ‘middle’ castes has remained strong, 
though perhaps in varying dcgices. I’hey 
are also slates in which Ihc BJP now has 
a sigmfieani pie.scnee. which is iiiiportani 
in relation to the concerns of (his analysis 
csiieeially liecause of the way in which the 
party has mobilised support winch cross¬ 
cuts middle classes and some gioups ol 
low casle/class people, though not in a 
way which promises to deliver very much 
to the l.ittcr. The strength of the BJP is 
evident m Gujarat, where it came to powci 
in 199.S anil ha.s been in office, though not 
without internal convulsions, for much ol 
the lime since then, and in Maharashtra, 
where it also held office, in alliance with 
Shiv .Sena, fiom 199.S until DcIoIkt 1999. 
The BJP’sclectoral strength m both .Andhra 
Pradesli. where it vvon IS gHT cent ol the 
vote and 4/42 seals in llic 1998 generttl 
election, but has virtually no presence m 
the state assembly, and in Karn.iink:>., where 
it vvon 27 percent of the vote in 1998 and 
became iltc .second largest p.iily in the 
Mate as.setiibly in 1994, albeit with a mueb 
smallcrshaiv of the vote than thef'ongress. 
is much less secure. Manor argues that tlte 
prospects of the BJP in Kainalakn still 
depend rather on tlie self-destruction of 
the Congress and the Janata Da! than on 
its ovvn efforts, and that the BJP’s organis 
ation "has always been far less stioiig and 
cxlensi V c in Karnataka than its countei parts 
in northern and wcs(crnlndiu’’i 1998; 194). 
These judgments were confirmed during 
the 1999 Lok Suhhu and Vidiian .Sahhu 
elect ion> 'it the state. The BJ P is also I ikely 
to remain a minor foice. in Manor’s view, 
m Andhra Pradesh, tfiough the pcrfonnance 
of the party in the 1998 general election 
sliovvcd that it has finally arrived in the 
Mate. 

(11 Andhra Pradesh.' Tiic politics of this 
slate has continued to be dominated by 
‘forwaid caste’ reddysand kammus, intijor 
landholders and in the ease of the kammas 


especially, successful industrialists, who 
have pursued effective strategies of ac¬ 
commodation of the lower caste/classe 
interests, assisted in this by the fact that 
though those described as ‘backward 
castes' make up about 50 per cent of the 
population in the districts of Andhru 
Prade.sh, they arc also unevenly distributed 
and divided into a large number of small 
groups. "In its actual functioning, the 
practice of political accommodation took 
on an ad hoc and expedient character in 
response to the various claims raised by 
competing .social groups. Radical politics 
I in a state in which communi.sts were 
initially powerful - it was thought likely 
that the CPI would form the first govcni- 
inciil ot the state after its formation in 
I9.S6| were thereby avoided and amelio¬ 
rative nieiisure.s pursued” |this and the 
ioilowing quotations from Reddy in 
Prankcl and Rao 1989: 20.5). The polities 
of patronage (m which ‘‘The underlying 
assumption vva.s that every aspirant to 
power had his puce ..”. p 265) gave way. 
as a result of the policies adopted in (he 
1970;, under the inspiration ol Indira 
Gandhi to a popiiliM strategy, which 
continued to win her and her party .support 
in the .Mtile even in the iiftcrmalh of the 
emergency tits noted above). But by the 
end of ihe 1970s lesenlmenls built up 
amongst highci caste groups because ol 
what was perceived as the tilt towards 
selteduled castes and "the rural pool 
themselves tveeame divided along caste 
lines, binally, the bteak-dovvn in client- 
patron relations at (he local level resulted 
in the fuiUiie of political communication 
ami created a void which went unfilled in 
the absence ol any new grass roots party 
organisation” (p 285). Youth, educated 
middle classes, meml'icrs of ‘lower’ castes 
and Kamma industrialists alike went in 
search of ar. alternative to Congress. Then 
in the early 198()s Indira Gandhi’s' requent 
interventions in Andhra politics, and a 
rapid succession of ineffectual chief 
ministers, built up resentments which were 
snccessfully exploited by the film .star 
N T Rama Rao, who established a new 
political parly, the Tcliigu Desain Party 
(TDP), and - stepping into the political 
vacuum created by the decline of the 
Congress, and the ‘void’ at local level - 
won office in the state in 198J |see also 
Kohli 1988, and Vakil 1990, who confinn 
the analysis given by Ram Reddy]. One 
charismatic leader (NTR) effectively 
rcplacedanothcr(InditaGandhi), but later 
was a national leader while the former 
regional: "It was (NTR’s) charisma that 
dominated the ciectorul scene, rendering 
most of the organised political parties 
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irrelevant” (p 286). The TDP offered ‘to 
restore the dignity of the Tclugu pcttplc’. 
Tlic policies it proposed were frankly 
populist (notably promising rice at Ks 2 
per kilo), and attempted to accommodate 
uiiiih. women and the ‘lower’ castes/ 
Masses - indicating “the coniimtity in 
political style” Indeed the interim budget 
passed by the TDP immediately after it 
came to jwwcr shifted from irrigation and 
jK»wer development, which received an 
increased outlay of only 6 per ecnl, to 
social and community services, on which 
life outlay was increased by M) per cent 
(sec Pai 19%J. The coniinuities in the 
leadcrsliipofthedominatu ’middle' castes/ 
classes is shown in studies of (he com 
position of the stale asseinbls and ol the 
state cabinet (though it is true that kammas 
were more strongly teprs'sented uiulc. the 
TDP - NTR was himself a kamma). and 
the representation t>f members ol the 
lower' casics/classcs in local govcrtiiiicnt 
has Ixteii only gradual. Ram Redds sums 
up: “While Ills' parties in power changcil. 
the stability of the polity cotitiniicd. The 
success of a party seemed to lie in building 
a strong .indchurisinalic pei sonality < .n the 
!>neliaiid and carrying out populist ('-ulieics 
oil the ollici. capable ol apncjluig to it 
broad spectrum of disarlvantagsul enuips. 
|."Moiits\ party rirganisation could be built 
to substitute liuii/oiiial inot'ilisatioii id 
the pool foi vertical patron client net winks 
. twhieh)... coninhiiied lo excessive 
dependenee or a single cbai ismatie leader 
and niercasiiig centralisation of (■ower; 
p2K71. As the polities ol aceomiiuidation 
apix-ared lo break down because id its own 
social eontiadictioiis [not all groups or 
aspirants to powereaii possilily be satisfied ] 
another party emerged with ti new 
eliurismnii^ leader and more cxp.insivc 
populist policies" (p 291). Sure enough 
NTR's TDP. though it retained office in 
198.*) after a badly b.mgled aitempi by the 
Congress government at the centre lo 
remove him. lost in the .state in 1989 to 
the Coiigres.s, even though by this stage 
Rajiv Gandhi’s charisma had vvoni rather 
thin. TheCongress government in the state 
was then defeated in turn in 1994 by the 
TDP, which was able to highlight the issue 
of the distributional eflects of the fiscal 
reforms winch were by then being imple¬ 
mented in the country. The issue ol sub¬ 
sidised rice wa.s centrally important. The 
cheap rice scheme had been effectively 
run by the TDP before 1989. and the 
record of the Congress in running it was 
perceived as poor, not lca.st because the 
price had been increased from Rs 2 to 
R.S 3..5() per kilo. Now the future of the 
TDP, under a new and somewhat 
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IS under threat as the scheme has been cut 
down in icsponsc to the World Bank 
conditionality In Mmi. continuity in the 
dominance of middle’ castc/class 
interests, bm the populist programmes o( 
the TDV may represent a signiftcani shitt 
wilhtn the iceu.n: 

(2) Gujarat. The moiv complex caste- 
class structure ol tins state has made I'oi 
politics which .lie even more dy/aiiiiiic 
ihaii is usinil in India Ghaii.shyam Shah 
comments, “the si vial situation in Gujarut 
is not quite clcai Ctisie as a social 
organisation ... is cruiuhling. though mu 
disappcaiing. \t ttic same time caste 
sentiments piccail wi the iiilra-class con 
flicts among the juuu l.ii mors, agricultural 
labourcts am! nidnstruil workcis (in tins 
relatively liichly niv.'usiriali.sed state with 
paiticuiailv cM-nisnc conimcrcial agr'- 
cullmcl ;ts Will as if.c iicl. (vasaiils and 
business class While dillcieni cI.msscs 
culling aeios- s.is'c boundaries aie heiii.u 
formed, cl.iss .-un cu iimicss as sueli i.s \ci 
to develop. This Miuaiion works in favom 
of the ijppcic'asss - ol die uoiiiinani i -.isics 
III peipetuuling lli'Mi hold ov»t siK'icty" 

1 1900. Ill) 'IIII' •tale does not fit so 
clearly into the e.iteeoi y ol ‘a midilic caste 
dominaied legiaie' as do Andliia. 
Kurn.ilaka .in: M.ib.iiaslitra. beeaiiM' 
mcnlKis ot the uppi i castes - lii'ahiiians 
•uid esiK'iially tn.nacs. as wall as patular, 
a ilas.-.ic 'iiiiddh ' va.sic ni C'lunch's 
terms, c.xckimii'.' loc.i! dominance in pails 
of die slate, taid f sh.niivas’ ■ whomchidc 
both laipiits ami m'iiic kolis, the niosi 
numerous e.i'-le e.oup of ihc stale 
(accounting for aio'ami a (|iiancr o! the 
population), wlv> '.m liuk: large immlvrs 
of snitill and nui'gmal faiiiicis. and 
agricuiliiia! Iah,-uieis. ami can be deimed 
as 'lowoT caste, have all vied for powei. 
.\s VVoi’J .'iijued ;|9X-1) the f'ongrcss-l 
vvassiievessfiilniilii- !980sincstal>lishing 
a power base by deploying the so-called 
‘KHAM’ .'tr.'nc.ey \» iinrh was piosciiicfi by 
Us own advocates m the parly as a way 
id ‘iiplifiing’ disaciv.tiilagcd iiiemtx'is ol 
.society. 'KIIAM' icleis to ‘ksliaiiiya’ 
including lowci caste kolis, hariiaii 
(scheduled ctisies around 7 per cettl oi 
die iMipulation), '.-'ilivasis* (scheduled 
trdies - around 18 (x’r cent), .and Muslims 
(another 8 pet cent ‘t more). Thus it was 
that ('htirch detmed Gujarat as a state in 
which lower casies/chisses had been 
recruited into C'omtress legime.s, though 
it was already clear that the ‘KHAM’ 
strategy had exatcrhuled divisions within 
each of its crnisiiiucni group.s, with the 
worse-off atnoiiyvt them being excluded 
from bcncfit.s. But it did mean, as both 


Shah and Wood have noted, that there was 
also a discrepancy between poliiiciii powei 
and social dominance in ^he state. The 
economy was doirtmtUed by brahmans, 
barivas and patidars. Vvui poVivical power 
was tveld m.viwly bv vajpuv and koV\ 
kshatriyas. and Wood remarked, in- 
sigbifully that “Tbc haves, possessing 
social aed ecvnuniiu: jKivver but excluded 
liom .icccss to political power in the 
Coi'giess 1. ,i|>pcai lo have nowhere to 
iiirii except ui hopelessly weak tiiid divided 
oppoMiioiipaities.orlol.iw Icsslichavioiir" 
1 1984; 221). He aiiliopaied die violenec 
and iiiihuleni conflict which litivc 
cliaraciciiscd Gujar.ii's politics m the 
|98()s. Kill the ’hav-'s" did lind a parly ui 
nil!) to l)\ till cud of die decade, iii the 
njl’ Accordm;.' to Shah's account ol it 
I I99.S). fiisl (he .Ian S.uigli and then dv' 
BJR have puisui'd :i lony itin siiaiegy ol 
buililmg suppoii in Gtiiarat. seeking lo 
iru'oiporate dtiliis (scheduled caste:) and 
()B(\ (lower castes in our tcrmiiiologv) 
iiiidei upper caste Icndcishiii. ‘'The parly 
h;is put ined.ilu, 1m'':iI aiuiOKC’ ineiiiK rs 
III the loielioiii in vaiioiis cainiiaipns" 
I |0‘)K- ?.S7i. iielding si,cnilic:ml numhers 
ot (JliC caiitlid:ile> m si.uc assenibly 
‘•led ions, whilst at the same lime coiilriviiig 
never .'iciively fo support job leseivalions 
lot tliem. And m 1991 as many as (*.( pei 
sent still, of the stale and district leve' 
le.idcisvveu I'oiiiiippercasicstbiahmans, 
I'aiiiasj and the paiidai'. Aflei the 1J.II* 
tool power in the stale m 199^ it vv.is 
rapidh split by .n oiiniei iielvveen leaders 
vvliicli seemed to lellecl iiadiiional iivairy 
bcivvecii palid.iis and r.itputs eum kolis 
Sliank.iismti Vaghela limisell a i.i|piii but 
vvilli a luis'e aiiiongsi kolis. biokc away lo 
loiin the Kasliliiya .lantila Party, ruled for 
a lime widi Congiess siippoit .iiid “Hied 
with some slice ess to enicu'c as a leafier 
of the OKCs 111 fiiijarai" l.Sliah. m I'l'aiike 
land Kao 1998, 2(1*51. lint in the stale 
elections ill 1998 die polaiisaiion on easn- 
line', which Vagliela aiiiicipalcd did i.oi 
«K.-cur and the BJ P won vvidc.siire.id 'upi'’ 'i i 
111 u eonipiehcnsive viciorv |',l;'ll•la 
subsequently merged die RiP wUli < on 
g.css, arguing - eiiriou-.lv !■)' one so 
recently a leadci ol ihc I! IP Uui' he. paity 
had no idc'olo.i'lc.ii '!if >'ic mes with 
Congressi. The cuiieiii chiel minister. 
Kesliiibliai I’.Uel, r. iio<s pmeived, how¬ 
ever. as i.tv'o'.iiIII.’ p.iiiif.." at the cost of 
'low-ei' c.is'cs. ami liien- aie reports of 
ti.iuhle ir. ilic riiliae p;iiiy lot this le.ison 
(liimllini him 18. 1999). 

In -iim. iliei'-i' iiilleevidenei: lo suggest 
ihi.i low’-i I asles/elasscs have won much 
poliiv.ileiouiid inGujanil, and the current 
ascendancy of the BJP is foimdi'd on ‘the 
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upper classes of the dominant castes’. Bui 
regime shifts occurred in the later 197()s 
and 1980s in the period of the ‘KHAM’ 
strategy and again in the mid-1990s with 
the a.ssumption of power by the BJP. and 
the realigmnent of economic and political 
power. 

(.1 ) Karnataka; The poll tics of Karnataka 
lias been described by Manor as a state 
with a conservative social order, in which 
"ihedisparilics in wealth, status and power 
have not been so severe as to undermine 
the comparative cohesiveness of scK'icty" 
(1989; .123). l.ater, he argues that this 
‘cohesion’ "rooted in small {leusant pro¬ 
prietorship" (p 331). has been dominated 
by lingayals and vokkaligas. Congress 
administrations led by vokkaligas and 
lingayats in the 19S0s and 1960s arc .said 
to have carried out ‘modest reforms’, 
olfering mtidcst concessions to poorer 
groups I though it is po.ssibic that .Manor 
has latterly overemphasised the effec¬ 
tiveness oi the land reforms ol 1961. as 
well .'IS those carried out in the times of 
die I'rs adminisiration in die 197l).s: sec 
Dainie 19891- Hut by the late 1960s the 
solidarity of ‘lingayat raj’ was being 
undermined by Irustrutions over access to 
patronage.. This assisted IJcvaraj Urs’ rise 
to jiower. which involved mobilisation of 
lower caste.'Lla.ss groups in the 1970s. But 
Ills' regime, desci ibccl as ‘progressive’ by 
Manor (1980) and alter him by Kohli, 
lacked organisational foundations and did 
not endure. Ncitliei does it seem - in the 
light of sub.set|uent events -that Urs .sowed 
the seeds ol radical change in Karnataka 
society in the way in which M N Srinivas 
and M N Pannini suggested when they 
W'rote, “He.succeeded in making the poorer 
sections realise that in a democracy not 
only should the government work for the 
wellarc ol the poor hut also that it should 
he I un by them" (1984:73). The Congress- 
I was lesioivd to power in 1980, underthe 
leadership of I iundu Rao. who prtKceded 
to govern with such bungling ineptitude 
(Manor .saves his most cuiting language 
forGundu Rao) as to alienate ‘‘:i vast array 
of important social groutis" w ho then, in 
January 1983 ‘‘a.slonished Inditi by rejecting 
a Congress govemment for the first time". 
According to Manor ‘‘Because so many 
alienated group.s had turned to the 
opposition, the Janata government which 
look power in 1983 contained repre- 
scntiiiives of nearly every important scx-ial 
force in the state. Despite ill-informed and 
ejuite unsubstantiated cliches in sections 
of the Indian press, lingayats and 
vokkaligas have not suceecded in donti- 
natiiig that government’’ [this and the 
preceding quotations Manor 1989: 3561- 
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His view was that as a result of the.se 
events in the early 1980s, it was no longer 
possible for any single social force to 
dominate Karnataka politics, and he 
(correctly, a.s it ha.s turned out) foresaw 
that politics in Karnataka might become 
increasingly unstable. 

The local dominance of lingayats and 
vokkaligas may have persisted - this is 
quite clearly .shown by Ray and Kumpat la’s 
analysis of the .social backgrounds of zilla 
parishad presidents in the mid-1980s, under 
the Janata govemment of the state (1987) 
- but they were no longer dominant. Manor 
maintained, as they had been at supru- 
lociil levels. He considered that “The 
problem of the Hegde govemment [after 
19831 was not that they favoured locally 
dominant groups hut that they risked 
spreading their resources too thinly by 
distributing largesse to nearly every 
sizeable group in the .state’’ (1989; 337). 
.Srinivas and Pannini had been even more 
positive about the character of the Hegde 
government, suggesting that it had 
■‘restored the bias that Urs gave to rural 
uplift and poverty eradication" {1984; 73). 
Ray and Kumpatia, however, found that 
in local governmcnl the rcpre.scntation of 
lingayats and vokkaligas was greater under 
Hegde than it htid been in Urs’ time and 
held that because the Janata government 
hud neither the will nor the capacity to 
challenge local power holders "the newly 
eiented powerful (panchuyati raj| system 
of demwrtiiie decentralisation is unlikely 
to create substantial gains for the rural 
poor" (19S'7: 1825), a finding w'hich is 
broadly substantiated by Manor’ sown later 
work on panchayali raj in Kurnutuku, with 
Richard Crook. Crook and Manor argue 
that decentralisation in Karnataka has 
improved political participation and 
govemment [jcrfomiance, but, they say 
■‘F.vcn (this) the most successful of our 
cases showed little evidence of having 
been paiiiciilarly responsive to ‘vulnerable 
groups’, the [xtor or the marginalised’’ 
(1998: 301). In Karnataka there was no 
mechunisni or political process for 
cheeking the exercise of local power, such 
as might be supplied, they imply ~ a la 
Kohli - by dominance in the political 
system of a leftist party. We should not 
then ‘‘exper’ democratic decentralisation 
in India to ussi.st in poverty alleviation 
over the short to medium term, unless the 
central ised system is dominated by a leftist 
pjity" [Crook and Manor 1998: 77|. The 
Urs regime, and subsequently the Janata/ 
Janata Dal failed {pace Srinivas and 
P’t.inini) to bring about radical change in 
Karnataka politics: "Hegde, like Urs. heads 
a party w'hich has a loose ideological and 


organisational .setting ... it has an 
incompatible leadership structure 
emanating mainly from di.screte and pre¬ 
existing political backgrounds [The 
recurrent conflicts between the top leaders 
of the Janata Party, later Janata Dal in 
Karnataka - Hegde. Bommai and Deve 
Gowda, a brahman, a lingayat and a 
vokkaliga. respectively, - bear out this 
point]. The Janata Party has no ideological 
commitment to the poor; its ideology can 
be spelled out only in terms of some 
generalities like democracy and de- 
centrali-sation. The hold of the dominant 
landowning castes in the party is enonnous. 
Its policies and programmes are not 
therefore intended to imperil the entren¬ 
ched interests of the propertied classes as 
a whole ...” (Ray and Kumpatia 1987: 
I83()J. Manor, and Kohli, in the light of 
their commentaries on the Urs’ govem- 
meiit, might well argue that this is preci.scly 
the point; these were regimes which were 
able to pursue modestly progressive 
agendas because - pursuing the iwlitics. 
of accommodation they took a pragmatic 
attitude towards propertied classes. But it 
has yet to be demonstrated that they 
achieved lasting bencfit.s for poorer people 
in Karnataka (and, it would seem, from 
the studies of Minhas-Jain-Tcndulkar 
(1987) and Datt-Ravallion (1998), that 
they did not). The 1994 elections to the 
state assembly in which lingayats and 
vokkaligas won, respectively, 29 and 24 
percent of the seats, show the persistence 
of their influence (.see also Harold Gould’s 
analysis (1997) of the Janata Dal electoral 
strategy in the general elections in the state 
in 1996, which confirms the jxtint. 

In sum, it is not clear that ‘middle’ caste/ 
class dominance has been shaken in 
Kamalaku,orthailuwcrcaste.s/clusses have 
exercised .some voice in the way that they 
have in Andhra and in Gujarat. It is possible 
that both the Urs and the Janata Party/ 
Janata Dal regimes have been more ‘pro- 
poor’ than others, but it has yet to be 
shown that - if this was so - they have 
had much effect. 

(4) Maharashtra; Jayant Lcle, who has 
written extensively on Maharashtra 
politics, says of the marathas that “In no 
other state do we find an ideologically 
guided and economically differentiated 
caste cluster of this size” (1990:180); and 
Robert Jenkins sums up Ixle's views on 
the politics of the state as follows: “the 
Maratha caste cluster has constructed a 
system of elite-pluralist hegemony, which 
subsumes many unprivileged members of 
that ca.ste cluster as well as other di.s- 
advantaged castes, and has cut short a 
‘coalition of the disadvantaged’ ... this 
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svstem is flexible enough to respond to 
most challenges of change” (1996; 210, 
;,otc 12). Dalits have been more con- 
onuously organised in Maharashtra than 
has been the case elsewhere in India, and 
in consequence perhaps there has been 
more ‘generous’ accommodation of elites 
from thescheduled castes, scheduled tribes 
and Muslims than elsewhere, so that “They 
have developed a vested intere.st in the 
maintenance of the system. Lele says 
elsewhere, “Ambedkar’s project’ of low 
caste emancipation ‘is on the buffers'... 
(while)... Those from the Other Backward 
Classes .. have also realised that without 
control over land or trade, without a caste 
cluster ideology equivalent to that of the 
Marathas or Mahars (the most numerous 
Scheduled Caste] and without spatial 
concentrations, mobilising against Maratha 
hegemony or the Congress system cannot 
yield a lasting alternate system of rewards” 
[Ixic 1990:188|.The Maharashtra govern¬ 
ment was unable to provide satisfactory 
information to the Mandal Commission 
about the status of the ‘OBCs’ in the state, 
hut there was also unlike Gujarat, tittle in 
the way of ‘anti-reservation’ outbursts in 
Maharashtra in the 198Us. The state's 
widely celebrated employment guarantee 
scheme (RGS) - the slate’s must important 
anti-poverty programme, has played a 
significant part in ‘the system’,loo: “Large 
pan of the funds for the EGS is provided 
by the prosperous urban .sectoruf the state... 
(the) politically powerful rural elite in the 
state succeeded in extracting finance from 
the urban sector for the GS in order to get 
benefits from the assets created in the rural 
areas [whilst also managing potential 
resistance: JHj” [Mahendra Dev 1995: 
2674]. 

Another outcome of the system was that 
Congress rule proved most durable, 
amongst all the major states, in Maha¬ 
rashtra, and until 1995 the party was only 
out of power there for two years (and even 
then, the government which ruled lietween 
1978 and 1980, in the aftermath of the 
emergency, included tho,sc who had been 
and who were to be again leaders of the 
Congrcss-I). The 1995 state assembly 
elections saw the first serious challenge 
to both Congress and the Maratha domi¬ 
nance. The-BJP-Shiv Sena alliance won 
29.1 per cent of the vote and 64 and 73 
.seats respectively against the Congrc.ss 
’ 80 (and 30.9 percent of the vote), bringing 
about the first change of party regime. For 
the first time in its history, the state had 
a real non-Congress government, and one 
not dominated by marathas coming from 
rural areas. Ttie caste composition of the 
Vidhan Sabha did nut change very much 


ds social character was 
changed in other ways. Maraitha strength 
wasmaintamed-huitheV.tndsofniarathas 
who won were different from those who 
had held seats in previous assemblies. The 
Maratha Maha Sangh (a caste association) 
allied with the Shiv Sena, but successful 
maratha candidates who won on the Shiv 
Sena ticket were young and had little or 
no support from Maharashtra’s co¬ 
operatives or other institutions: ‘They arc 
those disgruntled elements who are not 
absorbed in the l(x:al power structure by 
the clannish muruihas of the Congre.s,s’' 
(Vora 1996: 173; points confinned in 
Banerjee’s analysis (1997) of the succe.ss 
of the BJP-Shiv Sena in the 1996 general 
election]. The BJP's 64 MLAs "rcficctcd 
the party's .sysieni.iiic strategy of trans¬ 
forming its uppci-easic image" [Hansen 
1998: 147]. Onl\ 10 were brahmins and 
24 came fiotn ihe maratha-kunbi caste 
cluster. 

A commeiUatur argues that in India’s 
most urbanised and industrialised state 
“the rural-based C’oiigrcss is becoming 
irrelevant” I Vora 1996: 172], but the .same 
writcrgocs on to suggest that crucial factors 
in the elections were first, the Congress 
in-fighting, which meant that there were 
large numbers of reliel Congress can¬ 
didates, and second, die party’s loss ot 
supiKirt amongst Muslims (following the 
violence against Muslims in the Konihay 
riots of 1992-199.3) Here, as el.sewhere, 
the self-destruction of the Congress has 
played a signilieaiit, if not vital, pan in 
the BJP’s rise. It is certainly still too early 
to write off the. Congress as a political 
force in Muharashir.i (ihoiigh it has been 
further damaged by the recent split bet ween 
Sharud Pawar and Sonia Gandhi). But 
meanwhile tliere has been a change of 
party-regime lor the first time in Maha¬ 
rashtra. The significance of this has yet 
to become apparent. On one level the BJP- 
Shiv Sena secmsioaecommodatediffcreni 
class interests very effectively, though in 
a different way froni that which worked 
under the old Maharashtrian Congress 
system in Maharashtiu. The implications 
in the longer run of local challenge to 
Maratha dominance may be profound. But 
in terms (»f policy. at Ica.st in the short run. 
there ’nas not been great deal of change. 

C: States in which lower castes/classes 
have been more strongly represented: 
Kerala, Tamil Nadu and West Bengal are 
slates which stand out because their caste/ 
class structures have historically been quite 
fragmented. In none of them was upfier 
caste dominance as strongly entrenched as 
in the north (though brahmans had 
positions of importance in all of them); 


none of them has ‘ middle' castes extending 
local dominance over w'tde areas, as is the 
case w’lth the marathas, the reddys or the 
lingayats and vokkaligas. In all the three 
stales there are strong indicution.s of higher 
levels of political mobilisation and 
participation by ‘lower’ castes/classesthan 
is true elsewhere. Papers in Wood (1984) 
substantiate this case for Kerala and West 
Bengal, where it is due to the activities 
of a left-of-centre party, the CPI(M) which 
ha.s combined coherent leadership, 
pnigmutism low.irds the propertied clas.ses, 
and ideological and organisational 
commitment which has succc.ssfully 
challenged local landed power-hoklors. In 
both stales there has been more significant 
effort made at asset rcdisirihulion through 
agrarian reform than el.scwhcre. Kenila, 
however, has a more developed civil society 
and more political competition, whereas 
the CPl(M) in West Bengal has become 
rather a monolithic machine. lichcvciTi- 
Genl acknowledges “The party’s relative 
success in dislodging iruditionul landed 
elites But he armies ilnt “deinucnitic 
eompcliiion is cssciuial in mainlaining 
party commitment and discipline over (lie 
longer run” and he Icarsihal “The declining 
competitiveness ofpolitics in West Bengal 
suggests that tlvre may be a reduction in 
icsponsiveness to the rural poor” 
lliehevcrri-Gram 1993; 168-169). None 
(heless the work of Richard C’riHik shows 
dial uniongst all the in.stanees of dc- 
eentrulisutioi) which he has been able to 
identify and to study from across the world. 
West Bengal's has been most .succe.ssI'uI. 
lie concludes his Lomparativc study by 
arguing that “It is highly significant that 
the most succe.ssful cases [like We.st 
Bengal] were the ones where central 
government not only had an ideological 
commitment to |)io poor jjolicics, but was 
prepared to engage actively with local 
politics... toc'halicngc local elite resistance 
it necessary and to ensure implcmuntation 
of policie.s”. (Where central govciniiiei.is 
had nrn confronted local elites, the resulis 
of dccciuralisution in relaiioii to the pool 
were universally poor.) 

InTamil Nadu the participation o( lower 
casles/classes has rather been articulated 
by a local, regional parly which at oiv time 
propagated cull iiralnatiori.ihsm. and w hich 
has had chari.Miiaiic leaders who have 
successfully appcsih’d to lower castes/ 
classes througli (lopulist programmes. 
Cross-class political alliances have been 
cstabli: hed by luirly well-institutionaliscd 
political parties, politics is quite clearly 
not uppcrcustc/elass-dominalcdas in (say) 
MR, or middle castc/class-duininated as 
in (eg) Maharashtra, but the DMK/ 
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AlAUMK rcj’inie does have a |>clit 
bmirjicois ralber than workinj! class 
characlci-KoliiisobservaliimsonMadurai 
siiafiist iliai ihf ADMK became 
ileiadicaliM-d. failed to build iiistilulional 
units (heyoiul ilie MGK fan clubs), and 
l.iilol to deliver on its anti centre, anti- 
br.ihni.iii and pro ))oor goals, which 
"sliovly bioiighi to the fbic a ruler elected 
|ii iniai ily by virtue ol his personal appeal" 

' IWt); i,S2i.Smiilarly, Washbrooksviews 
the AIAI>MK legiiiie was one ol bread 
(or lie;*) and circuses tor movies) and in 
bioad political terms, might be conceived 
as a loiin of Hoiiapartist or Caesaiian 
deinoeiacy. (’lassically. the bourgeoisie, 
Ol the elite ol wealth, withdrew' Iroin a 
tonnal position ol eoiilrol over the state 
.ip|)aratus and the coiisiitutional political 
process Not only w'as their direct control 
m* hingei necessary tor the purposes ot 
capital accuinniatioii bui then .iiiempt to 
e.seicise it . piiooked icsist.iiiec and 
insiainlity. bortiial coiitiol was ti’.insferied 
to 11 wt'ulil lather put ii, 'was assumed b\ ' | 
acaiiieol piofessional political maiiapei's 
who on the b.isss •)! a populist iileology, 
niollitied resistaiiie by tniniiii! what was 
lelt ol the St, lie inio a welfare agency and 
by siiiiiiig up feeiiiu's of patriotism and 
alas ism" 1 W.islibu'ok m l•rankel and Rao 
IW. ^‘'Sl 

111 eoiielijsion.thcicloic.theie does seem 
to be a sttong ease lor diflerenliuiing 
belwee i the political systems ol diffeicnt 
stales m terms ol the balaiii ol easle/class 
ixiwer.aiul the iMliircoftheir|)aity .systems, 
and It may Oe evpeeied that the.se ilif- 
feieiices eaii be shown to ninncnee the 
poliey [noeessaiid the perlorinanee of tlu* 
slates I'oi esainple. in the eioiip t'f stales 
whe.e inidille eastes/cla.s.scs have been 
(tominaiil. a nnddle income slate (aecoiding 
to I ).ii; and Kavallu m) like Andlii a Pi adesh 
lias lione Iviiei m povcriv leduclion than 
Kaniat.i'k.i, and a high income stale like 
(iiiiai.illpiolial'K dx*iie:lhanM.ihar.istura. 
It .seems likely ih.'l. in each ol the more 
suecesslul I'ases. the |viv,er of the locally 
dominant easies/el isses has been chal¬ 
lenged to a gieaiei evteiu. .Agricultural 
giowih in Karnataka lias been sh'wvr than 
in AP, and probably less pro pooi as well 
(lower levels of inca*ase in laliour .ibsoi- 
piion and lower rates of iiiciease ol teal 
wages ill agiieulture), Similai apjH'ar to 
the ease ol Maliaiashlra vis-a vis (.Jiiiarat 
laecoiding lo the analy.sis of Bhulla 1 dS71 
This K-neets the eoniinuing power ol 
loeallv doiuinani eastes/cla.sses which can 
lead to wliat has been dcsk.ribed as 
■responsive wage deceleration’, or the 
bidiling down of w.igcs by the IcKally 
powerful. Andhra Pradcsli. tiH). has a more 


institutionalised party system than docs 
Karnataka, where the party system is 
increasingly fragmented - though it is still 
dominated by the locally powerful middle 
castcs/elasses. Unsurpri.singly Crook found 
that decentralisation in Karnataka was less 
effective in relation to poverty alleviation 
than in West Bengal given that the central 
(state) government made no attempt to 
challenge local power. There has been 
more party eoiiipeiiiiun in Gujarat than in 
.Mahai'iishtru which may have made for 
rather greater responsiveness to the poor 
(eg through the PDS). Where .stable, 
lehiiively well-inslitutionali.sed parties 
compete foi tlieii vote.s, the political sy.stcm 
is likely to be more re.spon.si vc to the needs 
and interests ol jxiorer people, and more 
effective in bringing about poverty 
reduction. 

N(»tes 

I'ila, paper w.is wnllcii in conncelion with a 
cfllalnii.itise pu)|eLl on 'I’olilicul .Sy.sicins .met 
I’oxciiy', iliieeloil I’y .Miek Moore (of the Inslinilc 
ol Developiiieiil .Studies. Sus.sex)and Jaine.s I'ul/el 
lof tlie L.s'r.) loi llie governance dcpnrlnient of 
the I ’K (lep.li I ineni for international development. 
I am er.ilelul to Miek and J.imcs lor theii 
encoiiiagemeiil of my work.] 

I I'l.inkel's iiiastedy analysis of India’s |Miliiie.il 
economy I'tC^ shows how acconiimKialion 
woikeil .in.l wtiji iis c-ffce(s were ll-'rankcl 
l‘m| 

In (he Iwo soliime work liummance tmJSuue 
/’iiiu'r I/. Mihl.’ni liidiii I'WO) edited 

I') f laiikei ,ind K.io, various .uithurs analyse 
ilie ic'l.iiioio ot doinmanrc, in this sense, and 
Maiepouer' fihecxeriionofseeukir authority 
hv indicidtnls .ip|ximtod or elected lo oirices 
ot III. siali- wlio claim legitimacy under the 
law’) A 1 entral iheiiie of the woik .is a whole 
eonecnis ilie deelinc of ’dominanee’. .issoeiated 
'Mill hi.ihiiunisni. 

t I'lero IS I I'll of variation in icniis ol the 
i|ii.inlily, eonicnt and i|u:ilily ol Ilie lileratiiic 
lelalini' lo dillerem stales, which piesents a 
SCI lous pioltit m tot excicises .such a'( ihe present 
one. \ cry Intle is available on the politics ol 
Madhya I'iade.sh. in parlieiilar (no articles in 
llie /., (iMoinii' mil/ I'ohliviil Wfrkty, lor 
ex.iniple lielwcen eommentaries on the 1967 
Ciener.il iLleelion and some on llie assembly 
elcelions ol pniy), and not nnitli on Orissa 
4 I’liurch and others relcr lo the last censuses 
which allempicd to record ptrpululton numbers 
by casle ealegories, tlitisc foi 1921 .ind 19,11, 
III working out caste di.sirihiilions m ditlereni 
pails of India. 

.S file eonci.it of ’backward classes’ is an 
imporlant om* and is polilically alive in India. 
’I heie is a long history of (rflicial debate over 
wheliioi Ol not members of certain other caste 
gioiips should be the subjects of positive 
disci Mniiiation - as are the .schedule castes ■ 
oi, ascounl ol their ‘social’ baekwaidncss. 
-kilieic .140 of the Indian Constitution relcrs 
(o ’other haekward classes' who may be eligible 
toi prelereniial treatment in access to public 
sector employment or lo educational 


institutions, and reouires that they should be 
identiried by a commission appointed by the 
pre.sidcnt. When the V P Singh guvemmeni 
decided in 1990. to adopt the recommendation.^ 
of the .second such Backward Classes 
ComniLssion there was violent protest from 
members of upper castes, especially across 
nortliem India. The extraordinary sensitivity 
surrounding 'MandaT (the name of the 
chairman of the second commission, which 
came to be applied generally lo the recom¬ 
mendations of the report) is in part a reflection 
of the increasing political strength of some of 
the ‘OHCs’ ('other backward clusiics'), and 
may also have contributed to its development. 
One reason fur favouring the use of Church's 
distinction between 'middle' and 'lower' castes, 
rather than - as if often the ea.se in political 
eominenlary in and on India - using only the 
category of 'UBCs', is prcekscly that the lallri 
arc quite cleaily dilfcrcniiated in the way that 
Church suggests. 

6 A foi tinri dunnglhe (leriod in which Jayalalithi', 
leader of the ADMK, was chief minister ol 
T.imil N.idu after 1991. 

7 Jenkins' argument. dcvclo)icd in the eunlext ol 
a di.sciisMon about 'the (lolitics of protecting 
the poor', in the process of economic reform 
in Maliarashtra, is an micresling one. lie 
suggcsis "tliat lM<tli (he rich and ixrlilieians 
alike, ihongli clearly diverting to themselves 
a giKxl (leal ol ihe l esourecs meant tor the poor, 
have something logain Irumprescrvingasy.slcm 
of six;ial welfare which has allowrnl them Ki 
eonliol Die How of resouices and thereby Ui 
shore up their waning Iraditional authority . 
there may Ik- life lull yet in Ihe corp.se ol 
ixiliiical aci(miniodalionisin''( 1996:2(K)|. Ami 
no bad thing, cnhei, fur the pool of Maharashtra, 
he seems lo suggest, .stand tlicir best chance 
of gaming some prolcetion Irom the cri’culs ol 
economic liberalisation, 'fhere arc political 
pressures in India, in his view, which will lend 
to create the conditions for the type ol coalition 
envisaged by Joan Nelson between ’some 
among Ilie poor' and those in middling income 
deciles. 
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A Social Accounting Matrix for India, 1994-95 

Basanta K Pradhan 
Amarendra Sahoo 
M R Saluja 

A social accfluntiiif’ matrix (SAM) having 60 production sectors, two factors of production, namely, labour 
and capital, and 12 household occupational categories has been constructed for the Indian economy for 
1994-95. For construction of SAM the 19S9 90 Input-Output table prepared by the Central Statistical 
Organisation has been updated. The distribution of personal income among different household categories, 
which is a unique feature of this SAM for India, is based on the 'Income and Expenditure Survey of Households ’ 
conducted by the National Council of Applied Economic Research for the year 1994-95 as part of the MIMAP- 
India project. The problems encountered and the methodology used for constructing the SAM have been 
highlighted. 


I 

liitroiiuction 

AC(X)Rl)IN(j u> ihc ‘Syslcm of National 
Acaninis’ (SNA) 1W, a social account- 
iiij’, matrix (SAM; is (IcHncd as the pre¬ 
sentation of the SNAs in a matrix 
which elaborates the liiikat'es between a 
supply and a use table tmd the institutional 
sector accounts. A Social Accounting 
Matrix provides a framework and consis¬ 
tent data fot economywidc models with 
ilelailed classiUcation of accounts such as 
industries, categories of working persons 
and institiiiional sub-sectors including 
various socio-economic household 
groups. It can be used to provide an 
analysis ol the interrelationship between 
the structural features i>f an economy and 
the di.stiibution of income and ex|K'ndi- 
ture of the hou.sehold groups. The causes 
anil con.sequences of different socio-eco¬ 
nomic phenomena can also he analysed 
through a S.AM. 

An input-output (I -O) table is a widely 
Used matrix framework supplying detailed 
information on the tlow of goixls and 
set V ices and on the .structure of production 
costs. In this matrix final consumption 
expeiulituie, capital formation and trade 
arc shown by industry of origin and in¬ 
termediate consumption both by industry 
of origin and destination. Income genera¬ 
tion is shown by value-added divided into 
its different components like wage and 
non-wage income. The 1-0 matrix, how¬ 
ever, diKTS not show the inteiTclationships 
between value-added and tmal expenili- 
tures. By extciulmg an I-O table, showing 
an entire circular flow of income at macro 
level, one captures the essential features 
of a SAM. 

In India, given the data constraint, 
construction of SAM has proved to be 
very difUcuIt, particularly, in the context 
of the distribution of income.' Previous 


attempts to build a SAM for India have 
txjcn made by Sarkar and Subbarao (19KI). 
and Sarkar and Panda (I9K6). where the 
private income of the economy is divided 
into three parts, namely, (I) agricultural 
wage income, (ii) non-agricultural wage 
income, and (iii) non-agricultural non- 
wage income. Given the nature of their 
income classification, this docs not help 
in the analysis of the size distribution of 
income. However, the SAM for 1977-78 
by l)c Janvy and Subbarao (1986) had 
hou.seholds grouped into seven social 
elas.ses characlcriscd by sources of in¬ 
come, viz; ( 1 ) rural landless agi'icultural 
workers; ( 2 ) rural small farmers; (3) rural 
medium size farmers; (4) rural large farm¬ 
ers; (.“i) urban workers; ( 6 ) urban marginals; 
and (7) urban capitalists, and only seven 
priHluction .sectors. This SAM was later 
updated to 1981 and expanded by 
Subramaninan (1993). Though their SAM 
has aptly taken care of the income distri¬ 
bution part, given the diversity in the 
employment and (x:cupational patterns of 
the households in the present era, a hoii.se- 
hold classification by .sources of income 
from different (KCupalionsinaS AM might 
be more interesting from ptilicy point of 
view. Moreover, their SAM has become 
ob.solatc and has social classification for 
seventies. Another recent SAM by Pradhan 
and Sahoo (1996) docs consider the in¬ 
come distribution of households accord¬ 
ing to their occupational cla.ssification. 
But they have only one urban category. 
Further, not all of ihcm have very detailed 
productioi. sectors. We have made an 
attempt to construct one for the Indian 
economy for 1994-95 for 60 sectors of 
the economy with two factors of produc¬ 
tion and six categories of occupational 
households, separately, for rural and 
urban areas. 

Major steps involved in this study arc 
the updating of the available 1989-90 


I-O table to the year 1994-95, division of 
sectnrwi.se value-added into wage and non¬ 
wage income and distributing their aggre¬ 
gates among different institutions, and 
distribution of personal income and ex¬ 
penditure among different household 
categories. 

The remaining part of the paper is di» 
vided into four sections. A schematic SAM 
is given in Section II. Section 111 provides 
the methods of updating the I-O table and 
getting variouscomponents of value-added 
and final demand. Section IV de.scrib:;s 
various accounts resulting in the SAM. 
Concluding remarks arc given in 
Section V. 

II 

Schematic Structure of the SAM 

.Schematic structure of the SAM con¬ 
structed for India is given in I'igurc 1. Hie 
rows represent the receipts of the differmt 
accounts, while the columns, their expen- 
diturcs. 

The receipts of the production account 
arc from intennediate demand and final 
demand consisting of expenditures of 
households and government, investment 
and net exports (exports minu.s imports). 
Tlie cost of production includes gross 
value-added and indirect taxes. The I-O 
flows are represented by A,,. 

There arc four institutions, namely, 
households, private corporate sector, the 
public-non-dcpartmcntal entcrpri.ses 
and government. The factor incomes 
generated through production process 
(Aji) arc transferred to institutions ac¬ 
cording to the ownership of their fac¬ 
tors of production (Ajj. A^j, Aj,, A 72 ). 
In addition, a household gets its income 
from current transfers from the govern¬ 
ment as well as interest on public debt 
(A]^) and current transfers from the rest 
of the world (Aj,^). Households spend 
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on consumption of goods and services 
(A 13 ), and pay consumption and in¬ 
come taxes (A(,3, A73). They save the 
rest (Ag 3 ). 

The income of the private corporate 
sector comes from its value-added (A^j) 
and interest on holding public debt (A^y). 
After payment of corporate tax (A 74 ), the 
residual is its saving (Ag 4 ). 

Public sector is divided into public-non- 
departmcntal enterprises and government 
administration including departmental 
enterprises. The income of the first cat¬ 
egory is only the operating surplus (A 32 ). 
which is also its saving (Ag^). Tlie receipts 
of the government consist of income from 
its entrepreneurship (A^j). direct taxes 
(A 73 , A 74 ) and indirect taxes (A 73 ). On the 
other hand, its outlay includes its final 
consumption expenditure on gotxis and 
services (A 17 ), transfers and interest pay¬ 
ments to households (A 37 ), interest pay¬ 
ments to private corporate sector (A 47 ) 
and current transfers to the rest of the 
world (A,, 7 ). 

The receipts of the capital account arc 
front the net savings of the different in¬ 
stitutions (Ag,, Aj,.,. Ag,,and Ag 7 ), foreign 
savings (Ag,,) and depreciation (Agj). The 
expenditure is ct|ual to gross domestic 
capital formation (A,g) and indirect taxes 
paid on purchases of the investment goods 
(Ar,s). 


The rest of the world (ROW) represents 
the equality between foreign exchange 
expenditures (imports, A9!. and govern¬ 
ment transfers, A, 7 ) on the one hand and 
foreign exchange earnings (exports. A,,. 
net factor income front abroad, A 2 q, cur¬ 
rent transfers. A,,, and foreign savings, 
Agg) on the other. 

Ill 

Updating 1989-901-O Tabic 
to 1994-95 

The C.SO first prepared the I989-‘K) 
table (for I IS sectors) in value terms at 
factor cost in the form of comimxliiy x 
industry (C x I) matrix where the columns 
represent the i ndust rics and the rows group 
of commodities which are the principal 
products of the corresponding industries. 
Tliis (Cxi) matrix is then converted to 
commodity x commodity (C x C) matrix 
by using the make matrix and assuming 
industry technology (.see Saluja (1980) for 
definitions of various technologies). Make 
matrix give.s the proportion of the output 
of a commodity (sector) produced by 
different industric.s and also the propor¬ 
tion of the output of different commodi¬ 
ties produced by each industry. For de¬ 
tailed methodology of construction of 
1989-90 input output table sec CSO( 1997). 


The first step in updating the table is to 
estimate the value-added and gro.s.s value 
of industry output of different (1 IS) sec¬ 
tors of the economy.* Estimates of com¬ 
modity output and the corresixinding value- 
added are obtiiined by making use of the 
make matrix. Wherever feasible, inputs 
are to be ilircctiy estimated, based on 
various sources. The remaining estimates 
are based on the latest available C x C 
I-O table (1989-90) except for relative 
price changes. 

The sources, the method used, the a.s- 
sumptions made and the problems en¬ 
countered for estimating the inputs, out¬ 
puts and final demand components for 
various sectors of the economy arc dis¬ 
cussed in the following subsections. 

Proiluciion Sectoiw 

Anrivulture {sectors I to 17): The 
cnipwi.sc estimates of the value of output 
as available from the NAS for the years 
1989-90 and 1994-9.5 arc u.scd to get the 
values of output of the 17 sectors under 
agriculture. The indices of values of 
production for 1994-9.5. with 1989-90 as 
bu.se, are first computed and applied to the 
1-0 table. 1989-90, comnuHlily as well as 
industry values of output to get the cor¬ 
responding v;)lucs of output for 1994-95. 
The directly available values of output are 
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not used because some of the sectors in 
the I-O table, like paddy and wheat are 
inclusive ol inillini:. It is assumed that the 
ratio o( these activities to the output of 
crop for each .sector will be the same for 
19X9-90 and 1994-95. Alsu the commod¬ 
ity-indu.stry ratio for the.se and other sec¬ 
tors will remain the same for these two 
years. The major inputs of agriculture are 
seed, organic manure, fci tili.sers. electricity, 
pesticidc.s, diesel oil and animal services. 
First, these inputs are estimated for the 
:nlire agriculture sector as a whole. In ease 
:)f pesticides, feitilisers and organic 
inunure, the inputs arc based on their aval I- 
ibility. For diesel oil and electricity, the 
L'rowlh in the inputs from 1989-90 to 
1994 9.5 as obtained from the NAS is 
jsed. Seelorwise inputs are first calcu¬ 
lated by u.sing 1989-90 ratios. The totals 
,)f inputs thus ohttiined arc pro-rata ad¬ 
justed to gel the eonlro! totals. 1‘or other 
ininoi inputs, trade and (runsptin niurgins, 
.mil indirect tases. the 1989-90 eoeffi- 
.•ients arc directly used. 

Animal hushanilrv (.wciors IS to 20): 
rhcrc arc three sectors under animal 
nusbandry. li) milk and milk products; 
;ii) animal services: and (iii) other live¬ 
stock products. The NAS gives the esti¬ 
mates of value-added of the animal hus¬ 
bandry sectoi and also the itemwise values 
.if output ot' this sector. The value of 
.niipui ol ummal services is equal to the 
values of ii.s inputs consumed by different 
sectors (agriculiiire) ol the economy. For 
1989-90. the total inputs consumed by 
animal husbandry are slightly higher 
than the cost of feed given in the NAS 
(K'causc ot icpuii and maintenance, etc). 
For 1994-93. the total inputs is obtained 
by using the 1994-95 cost of feed given 
in the NAS and the 1989-90 ratio of total 
inputs to the cost of feed. From tlic total 
value of output of uiumal husbandry' (sec¬ 
tors IS aiKl 20), given by the NAS. the 
value-added from this .sector is subtracted 
to get the total inpuls consumed by them. 
The total inputs of .sectors 18 and 20 arc 
subtracted from the loud inputs cif sectors 
18. 19 and 20 as obtained above to gel 
the total inputs consuiiicil by sector 19 
(animal service sector). The total of inputs 
of sector 19 is also taken us the value 
of output of this sector. The distribution 
of the total inputs is done on the basis of 
1989-90 distribution. 

h'nri’xtry and fishi'ry (sectors 21 and 22)' 
For these two sectors, the gross value- 
added and value of output are both taken 
from the NAS. The distribution of inputs 
of 1989-90 is assumed for 1994-95. 

Mining (sectors 23 to 32): The ilcmwi.se 
values of output and groupwisc valuc- 
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added are available from the NAS. The 
distribution of value-added within a group 
is done by making use of 1989-90 value- 
added to value of output ratios, where the 
1994-95 groupwise value-added are taken 
as control totals. The 1989-90 distribution 
of inputs is assumed for 1994-95. 

Manufacturing industries (sectors 33 to 
08): There are 66 manufacturing sectors 
for the 115-.sector I-O table. For 1994-95, 
detailed data on inputs and outputs are not 
available. The table has been updated by 
making certain assumptions regarding 
commodity to industry output ratios, value- 
added to value of output ratios and the 
distribution of total inputs into sectors and 
making adjustments for relative price 
changes. For most of the industries, the 
growth in the output and in the value- 
added of the organi.scd sector (ASI) has 
been taken as the growth of the whole 
sector. Commodity outputs and value- 
added have been obtained by assuming the 
makeniatrixof l989-90for 1994-95.There 
are problems in the 1989-90 I-O table with 
regard to inputs, value-added and output 
figures and there arc deviations, at times, 
in the method mentioned above. For 115 
sectors table, we discass below the method, 
iiuhistrywisc, in the context of these 
problems. 

Foodindusirk’s(sectors33to36): (i) As 
grain milling is included in the production 
of grains those are not included in various 
fotnl products, (ii) In the case of .sugar the 
industry value of output is directly taken 
from the ASI 1994-95, and the value- 
added lo value of output ratio as well as 
other inputs lo output ratios arc based on 
1989-91) I-O tabic. The value-added ac¬ 
cording to FO table (Rs 2,783 crorc) is 
muci: less than that according to the ASI 
(Rs 3.972 erore) lor 1994-95. Difference 
of about the same order of magnitude was 
found in l9K9.90table also (Table 1). This 
may be due to the price differentials in 
estimating the value of sugarcane con¬ 
sumed in the organised sector and that 
used for evaluating its output, (ii) I'here 
arc some problems with the estimates of 
the values of output of hydrogenated oils 
and other vcg'^able oiks. For these two 


sectors, the values of output according to 
the I-O 1989-90 are less than those given 
in the ASI (Table 1). We have taken the 
1994-95 ASI outputs, as well as value- 
added, for these two .sectors. Our value of 
output from sector 36, although relatively 
much higher than the 1989-901-0 value, 
is still very much under- estimated as 
there is a large amount of production of 
oils from the unorganised sector. The input 
structure of 1989-90 is assumed for these 
two sectors. 

Tea and coffee processing (sector 37): 
The value of output and also the value- 
added for tea and coffee processing sec¬ 
tors are obtained by applying the ratios 
of these values of 1989-90 ASI to the 
corresponding valucsof 1989-90 I-O table 
on the corresponding 1994-95 ASI values. 
Tea and coffee inputs into this sector are 
based on their availability. The remaining 
inputs are di.stributed by using the 1989-90 
.structure. 

Beverages and tobacco products (sec¬ 
tors 30 and 40): The value of output of 
beverages as given in the 1989-90 I-O 
tabic is about 12 per cent less than that 
given by the ASI 1989-90. There is sub¬ 
stantial production of beverages in the 
unorganised .sector also. For 1994-95 also 
the value-added from beverages and to¬ 
bacco products, as given in the NAS for 
registered sector (Rs 2,483 crorc) is much 
Ic.ss than the value-added given in ASI 
1994-95 (Rs 2,880 crorc). Similar is the 
position about their industry values of 
output - Rs 9,148 crorc against Rs 9.884 
crorc. However, for the 1994-951-0 table, 
the values of output as well os value-added 
for the two sectors have been obtained by 
using the growth of their values of output 
from 1989-90 to 1994-95 ASI on the 
1989-90 I-O table values.Thedi.stribution 
of inputs of 1989-90 is assumed for 
1994-95, except for the input of tobacco, 
which is obtained on the basis of its 
availability. 

Textiles (sectors 41 to 49): 'Phe growth 
rates bused on the ASI have been applied 
to the values of output of 1989-93 I-O 
tabic. The inputs of cotton, wool, etc, are 
based on their availability. The remaining 
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ture. Adjustments in the values of output 
are done on the basis of availability of raw 
materials in the case of cotton textiles and 
jute textiles. 

Wood and wood products (sectors 50 
•md 51): There are two sectors under this 
head. The value-added given in the NAS 
was distributed between these two .sectors 
jn the basis of 1989-901-0 table. Value- 
added to value of output ratios were 
changed on the basis of changes in the ASI 
value-added to output ratios. I1iis was 
done because of relatively much higher 
increase in the prices of wotxl products 
In relation to forestry and other inputs. 

Paper and products and leather and 
products (sectors 52 to 55): For these 
sectors also the growth rates of the A.SI 
values of output are applied to the 1989 90 
1-0 values of output to get their 1994-95 
.tuiput values. The input structure includ¬ 
ing value-added to value of output ratios 
jf 1989-90 is assumed for 1994-95. 

Rubber and peti oleum products, etc 
'sectors 56 to 59): Values of output of all 
ihe four sectors under this head have been 
obtained by using growth rates based on 
the ASI. All the coefficients of 1989-90 
table except for rubber in rublier products 
and for crude petroleum in txnroleum 
products am used to get the input structuie 
for 1994-95. 

The value-added for peinileum piod- 
ucts according to ASI 1 ‘^*89-90 is Rs 2,0.12 
erore while according to 1-0 table, it is 
Rs 1,239 crore only (Table 1). On the other 
hand the value of output is higher in the 
1-0 table. For the ASI 1994-95 also the 
value-added is Rs 4,855 crore while in the 
I-O table the value-added is Rs 2,155 
crore. The reason for such di.scrcpancy has 
to be looked into. If we take the ASI value- 
added, the input of crude oil (the main 
input) has to Ire reduced. However, this 
input is based on actual consumption and 
cannot be reduced. 

Chemicals (sectors 60 to 68): There arc 
nine sectors under chemicals. Organic and 
inorganic chemicals are from ASI (indus¬ 
try code 3(X)). For 1989-90 1-0 table the 
value of output of these two sectors taken 
together is 10 per cent more than the ASI 
value of output while value-added is less 
by 20 per cent. For these two sectors, the 
value of output for 1994-95 is taken to be 
10 per cent more than the value of output 
of ASI 1994-95 and the value-added 
proportions arc based on ASI, as there 
seems to be some problem with the 
1989-90 value-added to value of output 
ratio given in the I-O table. Similar is the 
case with fertilisers and pesticides. 


1 ut puiiiia diiu VUIIU.SIICS as wen us lor 
plastic products, the values of output in 
1989-90 l-O are higher than the values 
given in the .ASI. while in the case of 
value-added these are just the opposite 
(Table 1). 

The ratio of the ASI 1994-95 to ASI 
1989-90 is applied to 1989-90 1-0 table 
value to get the value of output for 
1994-95 for these sectors. For other sec¬ 
tors under chemicals, the ratios of output 
of 1994-95 to 1989-90 ASI have been 
used to get the values of output. The 
1989-90 1-0 distribution of inputs is as¬ 
sumed for 1994 95 for all these sectors. 
The total value-added for the chemical 
group is Rs 0.792 crore according to 1 O 
1989-90. while it is Rs 8,(X)6crtire accord¬ 
ing to the N.A.S Ibi the .same year. 

Non-meiiillic minerol products (sectors 
69 to 71): riieiv are ihivc .sectors under 
this head. The value of output as well as 
valuc-addeil foi cement is directly taken 
from A .S11994-95. I he NAS value-added, 
after approximately .idjusting for bunk 
charges, is di vided into the • 'ther two sectors 
on the basis of ASI ratios of their values 
of output. For this group the valuc-:idded 
by the 1-0 1989- 90 i.s 21 per cent less th:m 
that in the N.\.S The input structure of 
1-0 1989-90 IS assumed. 

Basic metal industries (sectors 72 to 
75): Value ol output as given in 1-0 
1989-90 table for sectors iron, steel and 
ferro-alloys and iron and steel firundnes 
is 6 per cent more than that given in the 
ASI (industry codes 330, 331 and 332). 
For 1994-95. the A.SI value of output is 
inflated by the same percentage and 
divided between these two sectors in the 
ratio of 1989-90 output values given in 
the I-O table. The distribution of inputs 
including value-added to value of output 
ratio of 1989-90. except thoseof minerals, 
is assumed. These values should be u.sed 
with caution because the value-added by 
the three steel sectors are much less than 
those given by the ASI (about 50 per cent). 
The ratios are based on the 1989-90 I-O 
table. It the ASI raiios had been taken, the 
value-added csti mates for this entire group 
would have been 35 per cent higher than 
the value-added for this group as given in 
the NAS. 

Metal prndiu ts (sectors 76 to 77): There 
arc two sectors under this group. Total 
value-added as given in the NAS is 
divided into two sectors by assuming their 
ratios in 1989-90. Total value of output 
of the registered : ector is taken from the 
NAS, while fur the unregistered sector, 
the 1989-90 ratio of value-added to value 
of output is taken from the results of the 


UAts, me ivuMc ana me ijiivic esiuoiisii- 
ments. Input structure of 1989-90 is as¬ 
sumed. 

Machinery and transport etfuipments 
(sectors 78 to 96): The values of output 
are obtained by using the growth rates in 
ihc output of these sectors from the ASI. 
In spite of some minor problems with 
1-0 1989-90 table for electrical industrial 
machinery (Table 1). the input structure 
based on this table has Ix^en used. We 
could not inde|.vndenlly estimate the. value- 
added to value of output ratios, because, 
in most of the.se sectors, in addition to the 
produeiioii. repaii activities are also in¬ 
cluded in the value of output for which 
we lio not have detailed data. 

Sectors 99 to 115: The data on value- 
added from these sectors uie directly taken 
from the NAS. For some sectors like 
consinicliun. communications, railways, 
etc, the values of output are directly avail - 
able from the. NAS. For railways, the inputs 
of fuel arc ha.scd on the anmml report of 
the railways. For the rest, Ihc values of 
output as well of inputs .tre ohuiincd by 
using the 1989-90 |-() .structure.' 

I•'i^utl Demand 

Private final coiisuinplioii expenditure 
(PICK): For ilic PF'('F, different ap¬ 
proaches have been appFcd for ilifiercnt 
sectors. I 'or some .sectors, w'herc the main 
final use is the PF'C'li, e g, food cro(»s, 
sugar, the residual is taken as the ex|)cn- 
ditua*. For some others, whea* Ihe Unal 
use is in FFC33 as well as in UFt F', the 
growth in oiilpul is applied to the 1989 90 
I’F'fT'. given in the I-O table. For a few 
scctoiM. tliem ;uv difl'ercnccs in llic 1989 -90 
estimates ofPFCTv from different souacs, 
c g. PF'CT; from hotels and rcstuiiraiits 
according to the 1989-90 1-0 table ts 
Rs 7,051 cmicwhileaccordmglolheNA.S 
the expenditure is Rs 3,112 crore. Tlic 
reasons for diflercnccs of such magnitude 
need to be looked into. For 1994 -95. Ihc 
Hgurc given in the 1-0 table has been iisi i! 
as base. 

(iovernment final consumption espen 
</(rHrt'(G7' C'i): Total cx|X'mliimc< III goods 
and services, as given m the N.A.S. is 
divided into different seciors by assimiing 
the 1989-90 1-0 siiin.iurc wiib some 
adjustments in eilucaimii and medical and 
health .sectors, lH■^;dll^c ol higher growth 
in their value addeil Decause ol the ad- 
jusimciils in ilicsc two sccUirs the total 
expenditures is slightly higher th.'in that 
given 111 the .NA.S. 

Imports and exports: Imports are at 
CIF prices, while exports at FOB prices 
have been changed to factor cost either 
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by using factor cost prices, e g. in case 
of minerals, to the available quantity or 
by using trade and transport margins 
given in ‘Sources and Methods’ [CSO 
f-or some sectors, wherever fea¬ 
sible, expt)ris at FOB have been obtained 
for IOSO-9() and margins based on the 
I-O l‘>8y-9() have been used. The total of 
imports as well exports according to 
1994-95 1-0 table is much less than that 
given by the NAS. The trade consists 
of nierchandise, transport and communi¬ 
cation, insurance, direct purchases abroad 
in the ease of imports and in the domestic 
mui'kei for exports and miscellaneous 
cummcKlitics. Also, under merchandise, 
there arc items under projects and un- 
classitlcd items. We have taken into ac 
count only the trade of specific items and 
pul the values against sectors. Also, some 
items have been taken under .services. 
The values of these items arc cstimateil 
by assuming the ratios of trade values 
to the values of output of these sectors 
for 1989-91) fhe diffcrciiec in the total 
of imports and exports obtained from 
the 1() 1994-95 is adjusted to be the same 
as that in the total of import and export 
of gooils and services as given in the 
NAS. 

(i'ros.\ flut'd cupiUilformation ((JFCF): 
■fhe GI'CF fniin the machinery sectors are 
obtained mainly by applying the growth 
rales of output of different sectors be¬ 
tween 1989-90 and 1994-95 to the 1-0 
1989-90 OI'CT figures. I'or the coiislrue- 
tioii. ihe 1994-95 GI'CI' e.stimate is di¬ 
rectly taken from the NA.S. 

Chati/>c in stock.s (CIS): No details were 
available regarding (;1S. In most of the 
sectors, the CIS is a balancing entry and 
cannoi be considered as actual changes in 
.stocks, fven in the 1989-90 table, at a 
number of places, the t'IS seems to be a 
balancing ectrv. For service sectors, the 
differences in the output and the total of 
intermediate and final demands is pro rata 
adju.stcd among various production sec¬ 
tors. Differences in indirect taxes arc 
adjusted in similar way, 

IV 

Extension of 1*0 fur Coastruction 
of SAM. 

This section deals with the methodology 
and the data sources for division of 
gross value-added into depreciation, wage 
and non-wage income, and of PFCE and 
personal income into economic categories 
of households. Other relevant accounts 
for the SAM are also discussed in this 
section. 
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Distribution of Gross Value-Added 

'fhe division of gross value-added into 
wage (including imputed) and non-wage 
income has been done for 60 sectors of 
the economy for 1994-95, into which the 
115 sector 1-0 table has been aggregated. 
The sources of data and methods used are 
given below by broad sectors of the 
economy. 

Anriculture and allied activities (sec¬ 
tors I to 11): The NAS gives the break¬ 
down of net value-added (NVA) into 
compensation to employees (CF-) and 
operating surplus/mixed income separately 
for organi.scd and unorganised compo¬ 
nents ol agriculture and animal husbandry. 
From 1980-81 to 1989-90. the NAS has 
divided the mixed income into the income 
of family’ labour and operating surplus 
IC.SO 1994). By using the proportions of 
1989-90, we have divided the mixed 
income of 1994-95 into the above two 
categories. Wage income due to family 
labour, obtained this way, has been added 
to the actual wage income from the 
organised and unorganised components to 
get the total income due to labour. The 
remaining part of the net domc.slie product 
is the operating surplus. The same propor¬ 
tions have been uscti for the five sectors 
under agriculture. The NVAs for these 
.sectors have been obtained from tlic cor¬ 
responding GVA by using the deprecia¬ 
tion to G V A ratio for the entire agriculture 
sector, as available from the NAS. For 
forestry, fishing and all the four sectors 
of mining, the mixed income in the 
unorganised part is divided into wage 
income and operating sur])lus by using the 
same ratio as in agriculture. The total 
value-.idilcd in each of these sectors is 
divided into its components by applying 
the .same method us u.scd for agriculture. 
For mining, the NVA from unorganised 
part is only about 7 per cent. 

Maiwfaciuriiif’ industries (sector; 12 to 
44): Tlic oiiipul of manufacturing indus¬ 
tries compri.ses of the outputs of the reg¬ 
istered and the unregistered sectors. For 
the registeredscctor.tlieGVA atlwo-digit 
level of industrial classification for 
1994-95 given in the NAS is divided into 
dcpreci,itioii, wage and non-wage income 
on the basis of the ASl. For unregistered 
manulacturing. the 1989-90 estimates of 
GV.A, cinoluments. number of hired and 
total workers arc available for the direc¬ 
tory inanufacturingcstablishments (DME) 
and the non-directory manufacturing es¬ 
tablishments (NDME). While the own 
account enterprises (OAE) give only the 
GVA and the total number of workers at 


two-digit level, the DME gives the cor¬ 
responding estimates of depreciation as 
well. Using the depreciation ratios of the 
DME, the NVAs for the NDME and the 
OAE are obtained. Using their emolu¬ 
ments per worker, the imputed values of 
emulumenks are obtained for the DME and 
NDME categories. Using the NDME 
values of emoluments per worker on the 
total workers (at two-digit level) of the 
OAE, the imputed total values of total 
emoluments are obtained for the OAE 
industries. Adding depreciation, wage 
(including imputed) and non-wage income, 
we get the estimates of GVA at two-digit 
level for the entire unregistered sector. 
Using the proportions of different com¬ 
ponents of GVA for 1989-90 for the 
unorg.mised sectors to the 1994-95 GVA 
of the unorganised sector, we gel at two- 
digit level thecomponcntsolGVA. Adding 
these values for registered and unregistered 
sector we obtain, at two-digit level, the 
components of the GVA for the entire 
manufacturing sector. Using the ratios for 
each two-digit level industrial group for 
all the sectors under that group, we get 
depreciation, wage and non-wage incomes 
for different sectors under manufacturing. 
For sectors like cement, fertilisers, etc, 
which have output mainly from the 
organised sector, the ASl ratios are di¬ 
rectly u.sed. 

Trode, hotels and restaurants and trans¬ 
port, storage and other sendees (sectors 
4H to 50,52,55 and 59): For the organised 
purls, the estimates of wage and non-wage 
income arc available from the NAS. For 
unorganised parts, the wage components 
are directly estimated by making asc oi 
follow-up surveys of the economic cen¬ 
suses in a wuy similar to that used for the 
unorgani.scd manufacturing sector. 

Electricity, gas and water supply (sec¬ 
tors 46 and 47): The NDP from electricity 
sector is divided between CE and oper¬ 
ating surplus on the basis of their ratios 
for the organised part of the combined 
.sector, i e, electricity, gas and water .sup¬ 
ply, available from thcNAS. By deducting 
the wage and non-wage components of the 
electricity sector from the corresponding 


Table 2: Houseiuk d CArec.uKiE.x Used in 
CONSTBIKTION OF SAM, 1994-95 


Rural 


Urban 

KURHI 

Agricultural self employed 

URBHl 

RURH2 

Non-agncullural self employed 

URBH2 

RURH3 

Salaried class 

UKUH3 

KURH4 

Agricultural labour 

UKBil4 

RURIIS 

Non-agricultural labour 

URBH5 

RURII6 

Otherhouseholds 

URHH6 
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components of the combined sector, we 
get Aose components for the organised 
■gas and water supply’ sector. Besides, the 
entire mixed income under the unorganised 
■gas and water supply' sector is assumed 
us wages, as the mixed income is mainly 
from ‘gobar gas’ and not much capital is 
involved in it. 

Banks and insurance (sectors 54 and 
55): A very small portion of the value- 
added under banking is from the 
unorganised part. This is shown against 
mixed income and that has been assumed 
to be non-wage income as a major part 
of the activity under unorganised segment 
>s that of the moneylenders and in money 
lending, mainly capital is involved and, 
in general, moneylenders do other activi¬ 
ties well. 

Ownership of dwellings (sector 56): ITic 
NVA is available from the NAS for the 
combined sector of real estate, ownership 
of dwellings and business services. The 
GV A, however, is separately available for 
these sectors. As the depreciation is pro¬ 
portionately greater in the case of own¬ 
ership of dwellings, the NVA cannot be 
divided among these three sectors on the 
basis of their GVAs. We have arbitrarily 
assumed the depreciation to be IU |x;r cent 
of the OVA in case of both real eslalc and 
business .services. As real estate and 
business services form part of ‘other 
services’, the NVA thus obtained is di¬ 
vided into wage and non-wage income in 
the ratio obtained from ‘other services’. 
As the ownership of dwellings is mainly 
in the unorganised sector, the total NV.\ 
in the case of this sector is divided into 
wage and non-wage income by assuming 
the same ratios as in the unorganised 
component of the combined sector and 
assuming the entire mixed income as the 
non-wage income. 

Construction (sector 45): The whole of 
mixed income, except interest charges, 
under unorganised sector is assumed as 
wage income. For organised sector the 
wage and non-wage income are separately 
available from NAS. 

Distribution of Consutnption ExiJciuliture 

Using the MIMAP-India survey con¬ 
ducted by the National Council of .\pplicd 
Economic Research for the year 1994-9.') 
[NCAER, 1998], households have been 
classified into the following six economic 
categories for rural as well as urban areas 
separately. A household categoiy is de¬ 
fined according to its principal source of 
income (Table 2). 

The NCAER (1998) gives the distribu¬ 
tion of household expenditures by the 


above mentioned categories separately for 
rural and urban areas for nine broad groups 
of commodities for 1994-95.*' Four of 
these (M1, Mb, M7 and M9) arc individual 
sectors of the 1-0 table. For these sectors, 
the total Pb'CE given in the I-O table is 
divided into the expenditures by occupa¬ 
tional categories, .separately for rural and 
urban areas, by usi ng the proportions given 
by the MlMAP-lndia survey. Fortwoother 
brrsad gniups. clothing and fuel and light, 
the proportions of each gmup given by the 
same survey are uniformly applied to 
different sectors under that group for 
getting occupation cjtcgory'wisc consump¬ 
tion expenditures. 

The NS.SO (1997 1 gives the di.stribution 
of per capita household cx|)cnditurc for 
more detailed levels of classification of 
commodities lor I99.V94 according to 
occupational categories similar to those of 
theMlM.'KP Indiasurvey ’fliisdistribution 


is similarly u.scd for dividing total PFCE 
into different occupational categorywisc 
consumption expenditures for the remain¬ 
ing .sectors. 

The total of indirect taxes on PFCE is 
divided into taxes paid by different cat¬ 
egories in proportion to the total expen¬ 
ditures by these categories on non-agricul- 
lural commodities. The total of the cx|>en- 
diturcs on different sectors and the taxes 
paid is equal to the total expenditurc for 
each category. 

Distribution of Household Income 

Tlie NCAER (1998) gives the estimates 
of average per capita household con¬ 
sumption ex|)endilure and personal in¬ 
come by six (K'cupational categories of 
households separately for rural and urban 
areas for the year 1994-95.1 Ising the ratios 
of personal income to consumption ex- 
|)enditure, fnnn ihis source, on the esti- 


t AIll I 

.)■ I’v I'KSI'I TirilMHiK-.U-AI 

Cii sM.i: 

InPI'I as PlMKdNI 

Al.l (ll Ol lll'l 


.Sectors 

> e.ir 

Priiiiary Secondary 

Inirusii'uelure 

‘llher .Serviies 

Total 





Services 



I’l unary 

'T».''-74 

16.50 

19,10 

8.10 

0 20 



IV.S.I S-t 

16 70 

15 40 

4 20 

0 40 

12.10 


l9'/4 V.S 

13.30 

12..M 

.1.21 

2.20 

9.54 

Secondary 

!'i7 t 7) 

4 XO 

?9 50 

10 .30 

17.60 

15 41) 


I9.<,t S4 

8.00 

.13,90 

15.20 

11.10 

20.70 


19V4-95 

8.68 

.32.62 

14.45 

16.04 

2l.(i3 

Infrastructure 

1971-74 

1 .51) 

lO.III 

10.70 

5 (K) 

6 II) 

service 

just .S4 

3 40 

lO.-lO 

12.70 

2.80 

7.80 


1994 n 

3.12 

10.49 

10.6.5 

5.2.1 

8 05 

Other services 

1971-74 

0..10 

2.50 

2.10 

1 W) 

1 50 


19S.t «4 

0.80 

.1 90 

7.10 

1 20 

3,40 


1994 95 

1.21 

5,21 

7.14 

7.31 

4 75 

Total input 

197.1-74 

23.10 

61 50 

.10.70 

24.70 

.17.14) 


19S.1-K4 

28.90 

63.60 

19.20 

17..50 

44 m 


1994-95 

26.32 

60.55 

35.45 

30.80 

4 3.98 

St)uri e\: Figuies 

|K-i 1 :iiniiig to 1994-95 .'lie calcul.iled tioni the 1-0 given in the present study and loi 

ollici ye.irs taken from CSO (1996). 







Tauii. 4; pAntR.s- 

Ol IsriVMI UIMI Dimami 








a 

V# tyt 1 

.Sectors 

Year 

Primary Seeimdary 

Infiastruetuie 

Ollier Services 

'h.i.ii 

Primary 


44.40 

47.60 

7.‘X) 

O.IO 

100 1)0 


19S.1-84 

.39.20 

54.80 

5.60 

0.40 

100 IH) 


1994-9.5 

30.79 

60 98 

5.70 

2.5' 

KM) <M) 

Secondary 

197.1-74 

12.40 

69.00 

9.60 

*> ()9 

lOO.tX) 


I983-K4 

11.00 

70 40 

II 80 

6 S’O 

IIK).00 


1994-95 

8.86 

71 70 

11.31 

K I 1 

100.00 

lnrra.structure 

1973-74 

9.40 

59 90 

24 20 

6 50 

1(8)00 


19.'(3-«4 

12.40 

57 10 

26 00 

4 50 

!!K).00 


1994-95 

8.57 

61 92 

22 40 

7 11 

I(K).00 

Other services 

1973-/4 

8.90 

60 70 

20 20 

10 20 

UM).0t) 


19b3-84 

6.50 

48.50 

11 10 

11.70 

100.00 


1994-95 

II 73 

49 71 

22 29 

16.28 

100.00 


Sources: Figure.s pertaining to 1994-95 are calcul.ile(l ('ruin lln: 1 t) given m the present study and for 
rither years taken from the CSO (1990). 
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mates of louil consumption expenditures 
obtained, as mentioned in the previous 
paragraphs, for different economic cate- 
goricsof liooseholds, the personal incomes 
of these categories are derived for rural 
as well as urban aieas for 1994-95. The 
total of personal incomes thus obtained is 
different from the total personal it\comc 
obtained by using the 1-0 1994-95 table 
and the NAS estimates, which is taken as 
the control total.'’ I'ro-rala adjustments arc 
made in the categorywise personal in¬ 
comes to get the distribution of the control 
total, except for the categories of agri¬ 
cultural and nun-agricultural labour be¬ 
cause of already low consumption-income 
ratios in these categories. 

The next step is to divide the category- 
wise personal income into wage and non- 
wage income. Wage income us obtained 
from the 1-0 table 1994-95 is distributed 
among different economic categories of 
households by making u.sc of the distri¬ 
bution obtained from the MIMAP survey. 
The distribution of total non wage income 
ol households, consisting of capital in¬ 
come. interest on public debt and current 
transfers Irom the govemineiU and from 
the rest ol the world, is obtained by sub¬ 
tracting the categorywi.se wage incomes 
from the corresponding personal incomes. 

I Jistribulioi' oi capital incomes is obtained 
from the distribution of nun-wage income 
by subtracting the distribution of the in¬ 
come of its other components. 

The interest on public debt is. divided 
between corporate sector and households 
in the following manner. For corporate 
sector, the interest is obtained by applying 
the ratio of interest income to retained 
profits lor 1994-9.5 of large public limited 
companies |R3I 199S| to the rclained 
profits of the corporate sector as a whole 
as given in the NA.S. Tlie estiniate. ob¬ 
tained by u 'ing ibis niciluxi. may lie on 
the higher side as the interest income given 
by the RUl includes inieivst from non¬ 
government .siiurccs also, riierc is. how¬ 
ever, no alternative available to us. The 
intcrc.st on public debt to lumseholds is 
obtained as the residual This is distrib¬ 
uted among different categories in propor¬ 
tion to their total incomes. Howesei, it is 
assumed that no interest will accrue to 
agricultural labour liou.sehola.s of rural 
and urban areas and non -agricultural labour 
bousehulds of rural areas. 

Government current transfers are dis 
tributed on the ba.sis of si/e of population 
of different categories because the major 
portion of the transfers is to .schools, 
universities, etc, and not directly to house¬ 
holds. The distribution of transfers from 


3384 


the rest of the world is based on the 
distribution of current transfers obtained 
from the MIMAP-lndia survey. 

Taxes (direct and indirect): Though 
indirect tuxes arc part of government acti¬ 
vities, we have made it a separate account 
in order to simplify the presentation of the 
detailed structure of taxes. The indirect 
taxes reported in the SAM are net of 
subsidies (net indirect taxes;. Net indirect 
taxes on household consumption and 
government consumption are inclusive of 
sales tuxes and excise for domestic pro¬ 
duction, and taxes on imported commtxli- 
ties (customs) used for consumption. 
Similartaxes on government expenditures 
are based on the 1-0 table. Production 
activities lieur indirect taxes on account 
of inputs consumed. Disaggregation of 
net indirect taxes across production 
sectors is done with the help of the 1-0 
table. 

Total direct taxes as obtained from the 
NA.S arc distributed among diffcrenl 
categories of households in the following 
manner. Land revenue is paid by self- 
employed agricultural hou.scholds. Other 


direct taxes are distributed among differ¬ 
ent categories of households in proportion 
totheirpersonal income,assumingno direct 
tax to be paid by agricultural and non- 
agricultural labour households and self- 
employed rural agricultural households. 

Capital account: This account repre¬ 
sents the macro balancing of savings and 
investments. Net savings include those by 
households, private corporate sector, public 
non -departmental enterprises, government 
and the rest of the world. Net saving along 
with depreciation equals gross domestic 
capital formation. In the case of house¬ 
holds, subtracting their consumption and 
direct taxes from their total personal in¬ 
come, the savings of different categories 
arc derived. 

Retained earnings of the private corpo¬ 
rate sector and the non-dcpartmcntal 
public entcrpri.scs are treated as their 
savings. The difference between the rev¬ 
enue and current expenditure of the govern¬ 
ment is its .saving. Foreign .savings meet 
the difference between gross domestic 
capital forinalion and gross domestic 
saving.** 


Tauij y. SocRci s or l.sa>Mi' i'Or HorsiiioLDORom'S 

(Per rent I 


III) Culcgoric.s 

Agriculture 

Non-agriculture 

1oiai 

Kiinil 






.Sett' employed in agriculture 

S7.12 


12.83 


100 

Self employed in non-agriculture 

12.87 


87.13 


lOO 

Agriculluie wage earners 

88..X2 


11.48 


I IK) 

Noii-.igru'iillurc wage earners 

10.32 


89.68 


100 

Other households 

12..S3 


87.47 


100 

Tol.ll 

55.66 


44..34 


11)0 

Urban 






Agrieuluire households 

74.91 


25.09 


100 

.Self employed in n'm-agricullurc 

0.95 


99.05 


lot) 

Snluru'd earners 

0.90 


99.10 


100 

Noii-agneiilture wage earners 

2.19 


97.81 


100 

Other hoii.seholds 

1.03 


98.97 


101) 

lolal 

2.46 


97.54 


too 

Total 

32.14 


6''.86 


too 

.Sourrr: MIMAP India .Survey, NCAER, 1W9. 





Tabls 6: CoMK.smoN or Hot<sF,HOLi> ExPENornwr-s 






Trade 

Other 


Households 

Primary 1 

Secondary 

Transports 

Services 

Tcilal 

Rural 






/Vgrieullural self-einptuyed 

41.16 

26.37 

21.60 

10.86 

100 

Noti-ugri self-employed 

40.35 

27.93 

21.34 

10.38 

100 

Agricultural labour 

47.P 

26.11 

16.15 

10.57 

too 

Non agricoliural labour 

42.52 

29.18 

16.87 

11.43 

too 

Olhei households 

42.23 

29.61 

14.13 

14.03 

too 

Total 

42 64 

27.28 

18.75 

11.34 

100 

Uibait 






.Agricultural households 

43.77 

24.12 

18.43 

13.68 

100 

Non-agricullural self-employed 

35.07 

25.33 

24.10 

15.50 

100 

Salaried class 

2-i.63 

32.13 

23.61 

19.62 

too 

Noii-aericultural labour 

44..37 

25.85 

17.14 

12.64 

lOO 

Other households 

19.08 

27.95 

23.40 

29.57 

100 

1 otal 

29.29 

29.08 

23.10 

18.53 

100 

AM households 

37.13 

28 02 

20.54 

14.31 

100 
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Description of Sector 

1 Paddy 

2 Wheat 

3 Jowar 

4 Bajra 

5 Mai7« 

6 Cram 

7 Pulses 

8 Sugarcane 
Groundnut 

10 Jute 

11 Cotton 

12 Tea 

13 Coffee 

14 Rubber 

15 Coconut 

16 I'obacco 

17 Other crt)ps 

18 Milk and milk products 

19 Animal services (agricultural) 

20 Other livestock prt^ucts 

21 Porcstry and logging 

22 Pishing 

23 Coal and lignite 

24 Crude petroleum, natural gits 

25 Iron ore 

26 Manganese ore 

27 Bauxite 

28 Copper ore 

29 Other metallic mineiiils 

30 Limestone 

31 Mica 

32 Olhci non metallic minerals 

33 Sugiii 

34 Khiindsaii, bcKira 

35 Hydiogcnated (III (vanaspatii 

36 Ldiole oils other than van.-ispati 

37 Tc.i and coltec pioccssinp 

38 Miscellaneous fotnl products 

39 Beverages 


Description of Sector 

40 Tobacco priKlucts 

41 Khadi. cotton textiles (handlooms) 

42 Cotton textiles 

43 Woolen Icxiiles 

44 Silk textiles 

45 Art silk, synihetic fiber icxiiles 

46 Jute, hemp, nu-sta textiles 

47 Carpel vscjsing 

48 Readymade gai incuts 

49 Miscellaneous icxlile priKlticIs 

50 Puiniture and fixtures - woihIcii 

51 Wood and woml pitHlucIs 

52 Paper, papci piiHlucis and newsprint 

53 Prinlitig and publishing 

54 Leathei fooivscai 

55 Leallier and le.iihei pkhIucis 

56 Rubber piodiKis 

57 Plastic piodiieu 

58 Pciiolciiin piodiicis 

59 Coal lai prixlucls 

60 Inorganic lic.ivs chemicals 

61 Oigaiue he,i> > Lheiiucals 

62 Perliliseis 

63 Pesticides 

64 Paints, vainishi's and lacquers 

65 Drugs and nicdiciiics 

66 Soaps, cosiuclirs and glycerine 

67 Ssnlhetic libcis. resin 

68 Other cheniii als 

69 Sliiiclural clas piodiiels 

70 Cement 

71 Oihei non met.illie mineral products 

72 Iron, steel and leiroiis alloys 

73 lion and sleel easting and forging 

74 Iron and steel loiiiidrics 

75 Non-lerroiis h.isie meials 

75 Non Icrious hasit metals 

76 llaiul tools luiidwaie 

7 / Miscellaneous meliil products 


Description of Sector 

78 I'ractois and agrictilturai 

Implements 

79 Indiistiiiil maehmery (I- AND T) 

80 liidiistiial mas'hmciy (others) 

S1 Mae'iine tiMils 

82 Olfice computing muehines 
S3 Olhci non-eleeliieal machinery 

84 tileeiiieal mdiisinal ni.iclimery 

85 Llectiiciil wiics .mil cables 
K(i Batteries 

87 p.leclneal appliances 

88 Cuiiiiiitimealion cquipineiil 

89 Oiher cleelrieal iiiaehinciv 

90 hlcetronie 0 (|iiipmenl$ (meliidiiig TV) 

91 .Ships and Isoats 

92 K.iil equipment 

93 Motor vehicles 

94 Motor cycles and seiioleis 
9.5 Bicycles. I yell* rickshaw 

96 Olhci li.ins|Hiil equipment 

97 Wiilehes and clot ks 

98 Miscellaneous mamifaeliiiing 

99 Consiiuetioii 

100 MIeeliieits 

101 (Lis 

102 Waiei supply 

103 Railway iiansporl sen ices 

104 Olhei traiispoii soi vices 

105 .Sior.tge ami wiiieh uisiiig 
1116 (.'ommiiiiie.itiiiii 

l(l7 "1 lade 

108 Molds and icslaiiiants 

109 Banking 

110 liisuiaiiee 

I 11 Owneisliip ol'.lwelliiigs 
112 Killleatioii and leseardi 

II 3 Medical and heallli 
I 14 Olbei SCI vices 

115 Public adiiiiiiistratioii 


Am MMX 2’ A«;ri c.aii ii 60 SrnoK Ci a-.sii k aiio.x iok 1994-95 I O Ika.s.saciiun Taiii.i. 



Desenplion of .Sectors 

Seclois in 115 1 O 

Description ol Seclnr 

.Sectors ill I IS I O 

SI 

PimhI crops 

l,2.3.4,5,6.7 

S31 Paints, vui lushes and lacquers 

63.6.5.66,67,68 

S’ 

Cash crops 

8.9,10.11,16 

.S32 Pesticides, drugs .iiid olhci chemic.ils 

70 

S3 

Plaiitalion ciops 

17 

.S3.3 Cement 

69.71 

S4 

Other crops 

18,19.20 

S34 iNiuv metallic mineral products 

72.73.74 

.S5 

Animal husbandry 

21 

S3.5 iron and steel industries .iiid foiindiics 

75 

S 6 

Porcstiy and logging 


S36 Other basic metal mdiislry 

76,77 

S7 

Pishing 

23 

S.37 Melnl prixluets except iiiacliiiiary and li.iiispuil 

78 

S 8 

Coal and lignite 

24 

S38 Agricultural inachmcry 

79 

S9 

Crude petroleum and natural gas 

25 

S.39 Agricultural im.cluncry loi loud and textiles 

80.81.82.83 

SIO 

Iron ore 

26,27.28.29.30,31,'2 

S40 Other miu:hincry 

84.85.86.87.88,89.90 

sn 

Other minerals 

33,34 

S4I HIccIrical, eleclionic. macluiiery and appliances 92 

S12 

Sugar 

35,36.37.38 

S42 Railway transport equipment 

9l,93.94.95,9f, 

SI.3 

Food producLs excluding sugar 

19 

.S43 Other transport equipment 

97,98 

SI4 

Beverages 

40 

.S44 Misecllaiieoiis mamilaclurmg industries 

99 

SIS 

Tobacco products 

41.42 

.S4.S Construction 

100 

SI 6 

Cotton textiles 

43.44.45 

.S46 bleelrieity 

Mil 

S17 

Wool, silk and .synthetic fibre textiles 

46 

.S47 Gas and water supply 

!0. 

SIS 

Jute, hemp and mcsia tcx’ilcs 

47,48.49 

S48 Railway transport sei vices 

|fH 

SI9 

TcxtikscPOxlucLs ind uding wearing appiuel 

5l 

.S49 Other transport .services 

nil 

S20 

Wood and wood products except fumituic 

50 

S5U Sluiugc and warehousing 


S21 

Furniture and fixtures 

52 

SSI Coinmimimcalioiis 

I'M) 

S22 

Paper and paper products 

5.3 

S52 Trade 

II.f 

S23 

Printing, pubiishing and allied activities 

54.55 

S53 Hotels and resiauraiits 

|li8 

S24 

Ix'.'Uhcr and leather products 

56,57 

SS4 Banking 

I no 

S25 

Plastic and rubber products 

58 

S55 Insurance 

I Id 

S26 

Petroleum products 

59 

S56 Ownership of dwellings 

III 

S27 

Coal tar products 

60 

.SS7 Hducalion and rc.scaich 

I \2 

S28 

Inorganic heavy chemicals 

61 

.S5,3 Medical and health 

113 

S29 Organic heavy chemicals 

62 

S59 Other services 

114 

S30 

Fertilisers 

64 

SIjO Public adininistralioii and dclensc 

U5 
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Ap(«N[>ix 3: SAM 1994-95 R» India 


(in Rs lakhs) 



S2 

S3 

S4 

S5 

S6 

S7 

SS 

S9 

SIO 

Sll 

SI2 

SI3 


SIS 

SI 

l2K(>7il6 

0 

0 

206012 

223006 

0 

0 

0 

0 

0 

0 

68 

181028 

14380 

Id 

S2 

3b9l) 

188869 

0 

24617 

15780 

0 

0 

0 

0 

0 

0 

871388 

690912 

12319 

96191 

S3 

26 

0 

1687 

191 

6 

0 

0 

0 

0 

0 

0 

5 

215578 

12 

1 

1 

S4 

22669 

0 

0 

211927 

1863446 

1169 

574 

10 

0 

0 

0 

1662 

741002 

22323 

28667 

S5 

642888 

1.31061 

686.34 

367400 

5917 

0 

39 

0 

0 

0 

0 

838 

546585 

.547 

98 

Sfi 

142 

0 

0 

637 

3 

7404 

0 

0 

0 

0 

0 

2757 

7599 

554 

58072 

S7 

93 

0 

0 

985 

39 

0 

1.5660 

0 

0 

0 

0 

35 

79513 

82 

0 

SS 

2894 

0 

0 

780 

3 

0 

0 

12722 

0 

139 

80 

3125 

ISII2 

3467 

518 

S') 

2 

0 

0 

35 

1 

(1 

0 

0 

829 

0 

0 

994 

.3102 

214 

0 

SID 

1) 

0 

0 

0 

0 

1) 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Sll 

1 

0 

0 

67 

0 

0 

0 

9139 

0 

0 

0 

2978 

584 

42 

0 

SI2 

1S5 

0 

0 

1850 

63 

0 

0 

0 

(1 

0 

0 

2610 

130696 

13864 

215 

M.l 

1758 

0 

0 

7H2 

195313 

34 

4041 

0 

0 

0 

0 

309 

I26S5I 

15207 

555 

SI4 

4 

0 

0 

128 

1 

0 

0 

0 

0 

0 

0 

13 

3189 

9593 

0 

SIS 

20 

0 

0 

23.3 

0 

0 

0 

0 

0 

0 
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Appendix 3: SAM 1994-95 k» India (Cmtd) 
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(in Ks lakhi) 
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Amsoix 3; SAM I994 US km Inma iCimtdJ 


Hroduclion Sectors 
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RURin 

RURH3 

RUK(t4 

RURHS 

RURH6 

URBlIl 

URBH2 

URBH3 

L>'RBH4 

URBHS 

I3RBH6 

Private cotporate 
Public mm-dcpaitmental 
Government 920511 

Nettndtax 448171 

Capital Ac 4533665 

ROW 

Total 18280264 


LIRBVI6 Pnvale Public Governroem 
Corporation Non- 

Department 


Capital Ac 


227566 

158523 

19826 

305667 

1.356 53 

I17S3005 

23440 

16328 

464 

2964.3 

24613 

4173282 

7280 

5071 

2 

5321 

76597 

711795 

124690 

91480 
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(1 
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0 
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(» 
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Apm-nijix 4; A Fivr Si.c-nw SAM, 1994-95 
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V 

.Slime Aiialyticul Aspects 

In order to look into ,omc .inalyiicai 
.ispccls, the present 60-seetor SAM is 
agjtveyiiteil to five production sectors: 
(I) pnmuiy (sectors 1 to 11), (2) second- 


ai> (sectors 12 to 47), (3) infr;i,stnicturc 
services (sectors 48 to 53), (4i other .ser¬ 
vices (sectors 54 to 59). and (5) public 
.idininistration. .Similarly the 12 house¬ 
hold categories are tiggrcgatcd to five rural 
and live urban groups (Appendix 4). 

An attempt has been made to look into 


the pattern of intermediate demand in the 
production process of different sectors for 
three periods; 1973-74, 1983-84 and 
1994-95. Table 3 shows the extent of 
technological change that has taken place 
in a span of 22 years. For the overall 
economy, though the .share of input in the 
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total value of output has gone up since 
1973-74, it has almost remained stagnant 
tor the last one decade. This is mainly 
attributable to the decline in intermedi¬ 
ate demand from all other sectors except 
in other service sector during 1994-9.5 
over 1983-84. The input demand for 
primary .sector to itself has declined while 
to the secondary sector it has gone up. The 
contribution of other services in the pro¬ 
duction process of all sectors has continu¬ 
ously increased over time. In the case of 
pioduction of secondary sector, the input 
coefficient of primary sector continuously 
declines while the coel ilcicnts of second¬ 
ary and infrastructure services remain 
almost stagnant. In the production of the 
other.serN'iccs sector, the input coefficients 
from all sectors have shown significant 
increase in 1994-95 as compared to ihat 
of 1983-84. In short, the reliance on the 
primary sector us input is dcclinitig lor the 
whole economy and on the other set vice 
sector, it is increasing significantly ovei 
time. 

The percentage of trUal intermediate 
demand (rf tlie priinars scctoi from the 
.sector il.scif has gone down (wci time, 
while its demand from the sccomlarj’ sectot 
has gone up (Table 4). .Similarly for die 
.secondary sector, the relaiixc tlcniiind 
from the primary sector has declined, in 
spite of the increase in the corresi>onding 
input coefficients over time. However, for 
making a meaningful comparison one 
h:is to keep in mind tlie relative prices ami 
the highly aggregative nature of these 
sectors 

Sources of income of households 
constitute one of the iinpoilant aspects of 
the SAM. From the base data collected 
from the MlMAP-lndia survey, the share 
of income generated from ugriculturc attd 
non-agriculture for both rural and urban 
household groups are computed (Table 5). 
This, shows the existence of dualism in 
the economy. About 56 per cent of rural 
incomes come from agriculture while 97 
per cent of urban income from non-agri¬ 
culture. In urban economy, except for the 
agricultural hou.scholds whose number is 
very small, all otherhou.schold catcgoric.s 
are deriving almost their entire income 
from non-agriculturc. However, in rural 
areas, though by and large the reliance 
of households on agriculture is greater, 
there is a dichotomy to the extent of 
specialisation of households in produc¬ 
tion activities. Tlie rural agricultural house¬ 
holds derive around 87 per cent of their 
income from the agriculture. On the other 
hand, rest of the rural household groups 
get aiound 87 per cent-89 per cent of 


theirincomc from non-agricultural acti¬ 
vities. 

It is interesting to have a cursory analy¬ 
sis of the extent of specialisation of 
rural and urban households in 1977 78 
[De Jaiivry and .Subbarao 1986| vis-a-vis 
1994-95 (Table b). In the late 1970s rural 
households were much more dcpcndeiii 
on agriculiure for their income (around 
84 per cent). However, due to the change 
in the structure ol the economy, in the 
199()s, iliinigli agiiculiurc still pl.iys a 
significant mlc in income generation for 
rural liouselioUis, the depeiideney on 
agriculture seems to have declined to 
almost 56 pei cent. On the other hand, 
in the c.ise ol iiilian households, the 
biased fill non agriculture has just mar¬ 
ginally iinpioied liom 197()sto |99((s. In 
1977-78, the shaie ol urban income gener¬ 
ated fioin agiiiuliure was almost zero, 
whereas it is moie Ih.ui 2 pet eent in 
1994 9-1. 

The SAM displays the structiiie of 
demand loi dilteu-i’i commodities by 
various houselu ild, .iicgories in urban and 
rural areas foi a p.iri leular lime period. The 
1994 95 household demand structure 
.shows that the paiiern is much more 
uniform among iiiial hoiiseholil.-. than that 
among the uib,iii All the rural household 
groups and iirhaii agricultural and urban 
non-agriciiltural labour households spend 
above 40 per cent of their consumption 
budget on the oiitpiil of the primary sector. 
In rural aieas, the agricultural household 
group incuts niaxiiiuim expcndiluie on 
piim.in sector eoinmodilies in its budget 
than any otliei household gioup. As 
alieady sIm'Wii in fable 6, {his household 
gioup. in fact, earns its maximum liveli¬ 
hood iroin the agriculiure us compared to 
any other niral households, i c, 89 iierceul. 
The pattern of expenditure is almost the 
same for both the rural self-employed 
household groups Their expenditure on 
trade and transpoit is the highc.st uniong 
rural househi ilds. Though the other house¬ 
holds spend an eipial portion of their 
budget on liiulc and transports, and other 
services, their budget .share on trade and 
transport has been the lowest, while on 
other services it has licen the highest among 
alt the rural houseliold groups. This im¬ 
plies their lower degree of mobility and 
iiigher degree of dependence on other 
services. 

In the urban area, while the expenditure 
on primary goods constitutes the highest 
in the consumption basket of non agri¬ 
cultural labour household category, it 
has been the lowest for the other house¬ 
holds. On the other hand, the rural non 


agricultural self-employed household 
category alKvates its minimum budget 
shate to other services, w hereas the urban 
other household group alitvutes its maxi- 
muin. This remains true for compari.son 
across hoii.seliolds. It is interesting to 
obserxe that the paitorn of expenditure 
is almost the same in ca.se of urban and 
rural non agiieuiiural luboui categories, 
fhe salarietl class has shown a clear pref- 
cieiice for the secoiidarv sector in their 
expenditure paiicm, which is the maxi¬ 
mum not only in its own consumption 
basket, but al.so \is a-\is other urban 
households. 

VI 

CoiKiiidiiig KeniarkN 

■fhe SAM lor 1994 9.5 consists of 60 
producing .sectors, two I'aetors ol pro¬ 
duction, and Ihiee economic ageiiis in- 
eiiuling the household sector, which are 
classiticvl into twelve oeciipalioii;il cai- 
cgoiies. 'I'he I O table (or I9S9-9(I has 
been first updated to 1994 95 and then 
extended into a nuinbei of directions, 
'fhere are a nuinher ol ussuinplions 
involved in updating and extending the 
1-0 table. 

For the coiispuclion of the SAM. the 
household income and cxpeiuliturc distri¬ 
butions h.ivc been divided into different 
occupational categories, 'fhe distribuiions 
of income and expenditure arc ba.sed on 
data obtained Irom the MIMAF India 
household survey eonduelcd by the 
Nt'AIvK for the year 1994 95, 'fhis has 
luvn done along w itlidistribiiiionsnffaetor 
incomes aeioss household groups accord¬ 
ing to their endowment of factors of 
production, labour and capital 'fhese are 
(|uite uscliii forthcanalysisol inicriiukages 
ill the economy. Our 60 production uclivi 
ties leave enough si-ojx: for the researchers 
to modify (aggregate) them according to 
their rci|uiremenls. 

l-urihcT. the SAM can be cxteiKled i > 
numl'ier of directions. For cxainpli. in 
regards to income and c'on.siitiipii'in 'li - 
tribulions, households could be el.issilied 
a-.cording to their income and edncaiional 
levels depending on the piiipoM- of re¬ 
search anil policy an.il.wis. 

At times, the exaelm-ss of the inloi- 
inalion provided in the .SAM could he 
queslioned. 'flieie is no denial ol the lad 
that a lot ol line Inning is necessary lo 
make a .SAM balanced Moreover, avail- 
abilii) of and knowledge about the data 
eoiilil also iiillucnce the construction of 
a SA.VI to a great degree. However, these 
arc geiieial weaknesses of any SAM. 
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Notes 

I'l’his pafnT IS an oiilcomc t>f a Mu(l>. 'Micro 
Inipuci ofMas i< > .’iiid Atl|Usliiicnt I^lllcy for India 
(MIMAI' (NI)iA)’,s|KinM)rc<lhytheIiilemational 
Dcvcinpnicnl Kcscairh Ceiiln:, Ottawa, Canada. 
An cailici version of the paper wa.s prescnicil at 
the MIMAP India work<!hiip held during 
.’slovcmbei 12-11. IW8. New Delhi. The authors 
thank Kakali Patia (nr her able rrseaich assistance 
in the preparation ol thi.s paper. They also thank 
Di'vendia Kiiniat Pant lot ht.s u-scful suggestions 
at vaiions stages of this work.) 

1 l-.PW Kcscareh I'oundaliun {IW7) has also 
sulislaiilialcd this view. 

2 See Appeiidi.x I lor the list of I IS production 
sectors and Ap|K‘ndt\ 2 for the list of bO 
prixliiction sectors. 

I Some adjiisimeiits were made in the input 
striicliiie ol the coiislriiclion sector Inputs of 
pl.islic laixItK l.s wete a.ssiiincd for this sector. 
Aieotding to the l'W7-90 table, there was no 
input lioin plastic priKhicIs into conslriiclion. 
•1 Tile nine broad gioups ate; Ml - cereals and 
pulses; M2 - othet lotsl iieiiis; (M.tl clothing 
and liMilwe,ir. M-l - luci and light; M.*! - 
cereinomes; MA hcallli. M7 -education. MX 
other non-ldiHl iteius .itid Mf) - iiiipuled 
lenlal values of ownei occupied houses. 

?i Total iK'rsoiial niLoiiie is derived by deducting 
the inconii: lioiiil.■nlrepreneu^.shlpandpioperty 
accruing to gosernment administrative 
deparlincnis. the savings of non departmentai 
cnieriiriscs ,iiul pi i vale cor|vira(c sector, net of 
lelaiiicd eainings of loieign companies and 


corporation tax from the sum of net domestic 
product at factor cost, interest on public debt, 
current transfers from government admini¬ 
strative departments and the rest of the world, 
and the net factor income from abnmd. 

6 The derived foreign saving is much less than 
that given in (lie NAS, because of the non- 
adjustment of the discrepancies, which 
according to the CSO (1997) are very high. 
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Causes and Consequences of 
Money Laundering in Russia 

RGC.idadhubli 
Rama Sampath Kumar 

Money laundering has led to the flow out of post-Soviet Russia of funds amounting perhaps to hundreds 
of billions of dollars. The racket has flourished because of a nexus between political groups and business 
ones, mafia operations, the scope for malpractices created by the privatisation and deregulation of foreign 
trade, and corruption in the banking system. It bodes ill for Russia, particularly because .some IMF money, 
too, has allegedly been gobbled up. 


A SPATE of reports about money being 
siphoned*off from Russia to certain banks 
in the United States and Europe has hit 
the headlines all over the world. What has 
alarmed western financial circles is that 
not only Russian money but also loans 
extended to Russia by the International 
Monetary Fund (IMF) and the US govern¬ 
ment might have been laundered hack to 
American banks tlirough dubious channels. 

The Clinton administration appears to 
be confident that its aid and assistance to 
Russia has not been laundered; and while 
the IMF claims that there is no proof of 
its funds being in volvcd, it is apprehensive 
about these speculative reports and has 
made a general observation that it is not 
possible to keep track of the movement 
of every dollar loaned to member countries. 

The money laundering Lssuc has assumed 
added importance because on the Rus.sian 
front there are allegations about the 
involvement not only of some individuals 
connected with the Russian government 
hut also with the ‘Yeltsin family' itself. 
While these allegations have been denied 
ritualistically, the denials do not carry 
conviction with the Russian people or 
with tlie people concerned elsewhere. 
Above all, the very fact of money launder¬ 
ing from Ru.ssia has been denied. 

Several questions arise in this context. 
Is money laundering a post-Soviet pheno¬ 
menon? What is the magnitude of the 
problem? What are the causes of money 
laundering? What are the modi operandi 
of capital flight/moncy laundering? What 
arc the possible consequences of money 
laundering? What measures has the 
Russian government takci to tackle this 
problem, and how far have they succeeded? 
This article attempts to find answers to 
these questions. 

Magnitude 

There is no simple answer to the que.stion 
of whether money laundering is a post- 
Soviet phenomenon. For quite some time 
money has been transferred to western 
banks through legal, scmi-Iegal and illegal 
channels. In other words, capital flight has 
been taking place. In the opinion of some 


analysts capital I light is legal while money 
laundering should be treated as illegal. 
Capital flight prevailed during the Soviet 
period as well aiul hcncc it is not altogether 
a neo-Russian phenomenon. 

However, .some analysts contend that 
although capital flight prevailed during 
the .Soviet era, the volume was not signi¬ 
ficant on account of the rigidities of state 
control and sti ict supervision of overseas 
transfer of resources. In fact, when the i.ssuc 
was raised in and anti-communism 
was riding high under the leadership of 
Boris Yeltsin, h was alleged that former 
communists were involved incapital flight. 
But as the investigations proceeded it was 
reported that several enterprise managers, 
heads of commercial organi-sations and 
even .some leaders of political parties were 
instrumental in these money transfers. 

The problem of outflow of financial 
resources has been analy.sed by several 
Russian academics and western specialists. 
Fur example, noted Russian economist 
Leonid Abalkin has observed that this 
i.s.sue has become highly complex and has 
serious politico-economic repercussions 
for the country's transition to a market eco¬ 
nomy. In the prevailing unstable and often 
critical conditions in the Russian context, 
distinctions between legal, .semi-legal and 
illegal modcsof tratisferof financial resour¬ 
ces seem to gel blurred.' The lilicral politico- 
economic environment prevailing in 
Ru.ssia after the Soviet break-up, a mush¬ 
room growth of private banks often with 
weak financial bases and the lack of a legal 
framework in the country have given bunks, 
firms and individuals the opportunity to 
indulge in money transfers out of the 
country with ea.se. Ail this has made the 
Lssueof capital flightand money laundering 
complex and qualitatively different from 
what it was in the past. 

The issue has assumed significance for 
.several rca.sons. Firstly, the problem of 
capital flight has assumed great signi¬ 
ficance on account of the amount of money 
involved. However, on this issue there are 
different viewpoints. The ministry of 
external economic relations of the Russian 
government, having accepted the preval¬ 


ence of the problem, has cimtended that 
the amount was not significant, the annual 
volume ranging from $1 bn in 19‘>1 to 
$5 bn in 1995. The estimates of the Central 
Bunk of Ru.ssia are a bit higher -- in the 
range of .$7 to 9 bn per year since 1992. 
O Pavlova, the chief of the federal service 
of Russia for exchange control, h.is opined 
that between 1992 and 1997 the cu|)itul> 
flight could have been of the ooler of 
$ 120 bn - that is, an annual Hight of 
about $ 20 bn. 

In other words theie arc wide vat iations 
even among three different Ru.ssian federal 
agencies about the magniiudc of thccapitui 
flight, 'fhe e.stimatcs by the ministry of 
external ccogomic relations arc the lowest. 
The ministry has perhaps tried to play 
down the gravity of the problem in order 
to save itself from the criticism of failure 
to manage the economy prope.rly. 

There are other estimates. .Some foreign 
banking consultants have cxpiesscd the 
view that the capital fiight has ranged from 
$ 15 bn in 1991 to $ 42 bn in 1995. As 
observed by Vladimir Tikhomirov, varia¬ 
tions in the estimates of capital llight 
between 1990 and 1995 were quite large 
with a minimum of $ 65 bn and a muxi- 
niuni of $ 4(K) bn ITikhomirov 1997). 

In a I99h study of capital fiight Iroin 
Russia.Canailianscholar John Whally has 
estimated that Russians moved about 
$ 17 bn a year out of the country duiiitg 
the pcriorl 1994-97 more or less c(|iiully 
divided between legal, semi-legal and 
illegal transfers lSchca*r 1999J. Accoidiiig 
to an American publication, capital lliglit 
during the Yeltsin years has Ix’cii estimated 
at about $ 150 billion which is almost equal 
to Russia's foreign debt |Nation 19991. 

As observed by And t'ohen. an American 
specialist on Russia, capital flight during 
this period was around $20tJ billion, which 
is more than the entire debt of the Russian 
Federation and u|) to 10 times more than 
the total volume of foreign investment in 
Russia I (,'ohen 19991. According to reports 
publi.shcd in US News and World Report, 
some .$550 billion in capital has fled Russia 
since the fall of the Soviet Union, nearly 
a third of it landing in the US (Allen I9*J9|. 
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It may be ob.serveil that western experts* 
estimates of money laundering are 
generally higher than Russian estimates. 
In the opinion of some academics, 
including Abalkin - of the Institute of 
I'conoiny of the Russian Academy ul 
Sciences the estimates of the Russian 
govcinmcnl are UK* low. 

.N'oiwithstanding the differences in the 
estimates, there is no denying the fact that 
the volume of financial resources 
transfcired out of Russia after the Soviet 
hreak-up has been very large. It is ironical 
that ul a time when Ru.ssia needs huge 
resiHirees for modernisation and reform of 
the economy and when lite country is 
lioiTowing oil a huge scale from advanceil 
countries and international fiitancial 
mstilulioiis, unscrupulous men arc taking 
money out of the country on an 
unpieccdeiited .scale. This leads to the 
issue of linkages between money 
laundering and crime. 

Money laundering is a global pheno¬ 
menon. According to the Transnational 
Crime and Corruption Centre at the 
.Ameiicanlliiiveisilyin Washington a total 
of over .$ .IIHl billion is laundered annually 
round the glolie IScherer lOW). This 
esiiiuale. according to some, is a bit loo 
modest. According to an IMl* specialist 
the uiiumni laundered could he anywhere 
between $ IS(K) billion and $ 1.5 trillion 
- or 5 percent of the wot Id’s gross product 
{Hconomisi l'W9|. 

In this global phenomenon Russia has 
emerged as a big player. This view is rein 
forced by the observation of Interpol .sccrc- 
tai ygcncral Raymond Kendall tothecffcct 
that Russia's lale.st money-laundering 
scheme, involving the Hank of New York, 
was the biggest such affair that the global 
erimc-fighling agency has come across so 
tar. Wliul IS particularly signiUcant am! 
highly iionic is that despite the hugenmount 
(it money Ix'iiig luuiidcrcd there is still no 
priHif of illegality jPowell PAWa]. 

Money laundering is a significant issue 
because it is linked to crime. A form of 
economic crime, it is the reilcetion of the 
growing criminalisation ol economic 
activity in Russia. It should be noted that 
economic crime prevailed in the USSR as 
well - through theft of state projuirty in 
factories and other establishments 
Similarly, there were linkages Ixriween 
elements in commercial groups indulging 
in economic crime and some members of 
the Communist Party and/or the state 
bureaucracy. But tliere was akso the fear 
ol severe punishment; even ministers were 
tried and punishc^ in a few cases. Hence, 
the scale of criminal capital flight was 
relatively small in llic Soviet Union. 

In prvst-Sovict Russia, on the other hand, 
money laundering has assumed significant 
dimensions because criminality has 


become a key feature of many economic 
activities in the country. Unlike in other 
countries, where organised crime usually 
operates on the periphery of the economy 
- dealing in drugs, prostitution, weapons, 
etc - in Russia it is part of the mainstream 
[Economist 1999], 

Moreover, present-day electronic 
technology has made it easy to transfer and 
move money in and out of accounts around 
the globe to obscure its point of origin 
(O’lIaiTow Jr 19991. It has become almost 
impossible to pin down the culprits, as it 
in volves cxatiiinution of reams of financial 
documents entangling multitudes of 
relationships among dozens of busi¬ 
nessmen i i various countries and in volvmg 
a nuinlKT ol bank accounts. 

Ill Russia there has been particularly 
wide .scope for committing ecoiioinic 
crimes. Porin.slanec, the voucher privatis¬ 
ation ol state enterprises initiated in 1992 
has enabled factory managers, bureaucrats 
and others tochcat gullible Rus.siun citizens 
and appropriate control packets of shares 
in staleproperty on ularge .scale. Similarly, 
the elimination of state monopoly and 
control over foreign trade, which was 
intended to facilitate the introduction of 
efficient private trading institutions, has 
been exploited by many to siphon oft 
resources from the country through untair 
trading practices and methixls sucli as 
double invoicing and the setting up of fake 
offshore companies and firms. 

The mushroom growth in Rus.sia of 
banks, the majority of which have been 
indulging in currency transactions instead 
of sound hanking activities, has created 
conduits forcapital flight and money laund - 
Cl ing. The absence of proper suiMjrvisioii 
of hanking activity and an inadccjuaic legal 
basis for it have facilitated fraudulent acti¬ 
vities by banks, Forcxample, hunks in Rus.siu 
did not require the source of income to 
lie disclo.scd even when millions of roubles 
were deposited. All these developments 
have enabled mafia groups to resort to 
illegal capital Highland money laundering. 

It is significant that a spate of reports 
about money laundering has been 
published not long before the Russian 
‘duma* (parliament) and presidential 
elections (.scheduled for December 1999 
and the summci of 2(M)0, respcctiv ely i and 
the US presidential election (scheduled 
for late 2(XK)). Politicians in both countries 
are trying toca h in on this issue. President 
^'cllsin has made a lot of political enemies 
during the last few years, and they arc now' 
attempting to prove his involvement in 
money laundering. For in.stancc, Yuri 
•Skuruiov. suspended by Yeltsin as prose¬ 
cutor general in March 1999, said he 
had received from Swiss prosccutcirs 
documents which speak of kickbacks 
received by the ‘Yeltsin family’ from the 


Swiss construction flnn Mabetex. [Dolgov 
1999], 

Likewise, political opponents of the 
Clinton administration are attempting to 
show how misdirected and ineffective the 
US lending to Russia has been. They are 
not sparing even vice-president Al Gore, 
who is a presidential candidate and a co- 
chairman of the Commission on US-Russia 
relations (Scherer 19991. As part of the 
Gorc-Chemomyidin Commission they say, 
‘the vice-president has been deeply in¬ 
volved in president Bill Clinton's Ru.ssia 
policy. 

Causes oe Laundering 

One of the major causes of money 
laundering from Russia is the nexus 
between political and business groups. 
There arc lobbies and pressure groups of 
overseas trade organisations which have 
close links with political parties, which 
enahlex them to inlluencc government 
policies and decisions. There are also 
inslanccsofbusinessentrcprcneurs becom¬ 
ing active membersdf political groups and 
getting clo.se to political leaders. The 
emerging business class and such poli¬ 
ticians have a common interest in sclf- 
cnrichineni at the cost of the country. 

Boris Berezovsky is a classic case. He 
is an oligarch owning a wide range of big 
enterprises, financial institutions and even 
a media network. He is closely associated 
with Yeltsin’s daughtei Tatyana Dya¬ 
chenko and through her to the ‘family’,'^ 
whicli wields enormous (lolitical power. 
Berezovsky is rcjHirtcd to be a.s.sociated 
with a son-in-law of Yeltsin in the iran.sfcr 
of money to a Swiss bank account. 

In the opinion of some Russian political 
analysis this nexus played a major role in 
tlie funding of Yeltsin’s campaign for the 
presidentship in 1996. Yeltsin, unlike 
fellow candidates Lebed and Zyganov, 
did not raise the issue of capital flight 
during the election campaign. 

Political leaders holding important 
positions in the state administration often 
provide business groups with monopoly 
protection and even economic espionage 
services, and receive generous bribes in 
return. Several reports published in the 
west - the US, Italy, the United Kingdom, 
etc - have spoken of links between the 
YclLsin family and several business groups. 
ForinstancchugccreditcardbillsofYcItsin 
and daughters Tatyana and Yelena were 
alleged to have been paid by Mabetex. The 
Swiss company is also alleged to have 
paid $l million by way of kickbacks. 

The Federal Bureau of Investigation 
(FBI) of the US has reported that some 
transactions of the Bank of New York 
were linked to Pavel Borodin, head of the 
Kremlin’s facilities directorate, and Leonid 
Dyachenko, a son-in law of Yeltsin. 
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Reports mention nine bank accounts with 
the Bank of New Yoik through which up 
to$ 1 Obillion was laundered for the Russian 
mafia, who are reported to have connec¬ 
tions with the ‘Yeltsin Family’. Similarly, 
Berezovsky, operating in league with one 
of Yeltsin's sons-in-law, has allegedly 
defrauded Aeroflot of $2.^0 million by 
diverting the Russian airlines money to 
accounts in Switzerland [Richter 19^9|. 

While transferring even legal money to 
safer places, flrms,'ind individuals in Russia 
are reportedly using the services of men 
in the 'rogue' business who have accounts 
around the globe. So capital flight from 
Russia has often got deeply entangled 
with money laundering. Tliat is why (icopie 
fmm seemingly opposite poles of society 
have got linked with such scandals. 

Many, who have taken money out of 
Ru.ssia. have used the services of Seymon 
Mogile vicli, the alleged head of Sol netsevo, 
Russia’s larcesi criminal organisati<in. 
Mogilevichh.f. huilta$UX)-million empire 
through aims dealing, extortion, pros¬ 
titution and other rackets. Russia's political 
and business elite have sought him out 
bccau.se laundciing money through legiti¬ 
mate sources is his foiic [Hirsch IdyO). 
Mugilcvich and his ilk have coqKiratc 
links with ku.ssia’s main power centres - 
for example, with Herezossky, who is 
Yeltsin’s main fiii.incier. and ‘Sysiema’. 
a group of companies supporting S'eltsm’.s 
main political rival, Moscow mayor, Yuri 
I.iizkov. 

Newsweek, citing the U.S micihgcncc 
sources, has reported that the (’cniral 
intelligence Agency (CIA), which has for 
some time kept watch on Mogilevich, 
believes that he has business interactions 
with other members of the political elite 
specially former Prime Minister Victor 
Chernomyrdin and Anatoly Chubais, 
former economic czar' and thechief archi¬ 
tect of the voucher privatisation scheme. 

The political and economic uncertainty 
in Russia in the aftermtith of the Soviet 
breakup, has contributed to the capital 
flight. President Yeltsin and the com¬ 
munist-dominated duma have hud dif¬ 
ferences on political and economic issues, 
such as ma.ss privatisation and foreign 
trade liberalisation. The diffeixsnccs have, 
if anything, only intensified over the years. 
Yeltsin’s whimsical actions on the 
replacement of prime ministers in quick 
succe.s.sion has added to the worsening of 
political situation in the country. Under 
such conditions there is lack of consistency 
and stability in government policies per¬ 
taining to socio-economic problems such 
as crime and inflation. 

During the run-ups to the 1996 
pre.sidential elections there was a prediction 
ofcnmmuni.st candidate Gennady Zyganov 
gel'Jngclected. This made certain political 


sections fear the return of communist rule, 
re versal of the process of economic reforms 
and reiin|wsition of rigid state control 
ovcrhanking/fiiiancial operations, both in 
domestic and external transactions. This 
fear increased the magnitude of capital 
flight from Russia in 199.'5-96. 

The employment of unfair methods in 
foreign trade activities is yet another im¬ 
portant cause ot the s'upitai flight. While 
.state monopoly uvci foreign trade was 
discontinued aiiu the government I'ollowcd 
a policy of libeialisation as a part ol ii 
strategy of iisheiing in market economy 
through 'shock therapy’, the absence of 
sound tlnuiK'ial and bunking institutions 
and the inabihts to crctitc them in a short 
time have given unscrupulous elements in 
foreign trade aciiMiy the opportunity to 
employ unlair nieans to siphon off caisital 
frumthecouiiirs l'oi |Ter.sonallK‘ncfits. The 
wide-spieail ('i' barter trade owing to 
inability to carrv on noiinal foieign trade 
practice pnoided lurtlierscopi' for capital 

night. 

Through the underinvoicing ol exiHirts 
and ovcrinvoii mg ol imports, moreover, 
many firms and nulividunls dealing in 
torcign trade in.iii.iged to keep hard 
currency earnwl through trade in foreign 
countries. Many ol Kti.ssin's exportable 
items - oil, naiuial gas, ferrous and non- 
ferrous minerals and torcsl products - are 
much in demand m inimiational maikets. 
On the I'lliei hand consumer goods, 
panicularly food products, cosmetics anil 
readymade garments, have great demand 
in Russia. 'Hiis situation was exploited to 
the full by some Russian trading firms. 

Thcquantuin of illcgallorcign economic 
o|Tcraiion.s can be estimated with regaixl 
to certain products, l or instance, exports 
ol' fish to Japan in 1994 totalled 7,(K)0 
tonnes valued at S9fl.4 million, according 
to Russian statistics. Rut Japane.se stati.stics 
have it that I1sh i i npons 1 1 om Russia totalled 
a.s much as .I8,7(X) tonnes valued at $.‘511 
million. In 199.‘i. exports of crabs to Japan 
according to Russian siati.stics totalled 
7,0(K) tonnes valued at $XS million, w'liile 
as per Japanese statics 56,(K)0 tonnes 
valued at $ 622 million were impoited 
from Russia (Abalkin 1999). This shows 
the extent of iraasfers of funds through 
large-scale undciinvoicing. 

According to some Russian specialists 
this cannot happen without the knowledge 
of Russian officials. In fact, say, the 
specialists, it can liupjicn only with the 
involvement and direct participation of 
political bosses in connivance with high 
level bureaucrats. 

Between 1992 and 1995 widediffeanccs 
between the domestic and world market 
prices of oil, lerrous and non-lcrrous 
metals, chemicals, etc, gave Russian tinns 
engaged in export trade an opportunity to 


make huge profit.s. Withdrawal of state 
control over trading activities on the one 
luind and high taxes on the income earned 
were additional factors contributing to the 
capital flight brought about by Russian 
traders A signifleant role was played by 
Russian commercial hanks which were 
beneficial ics and also participants in 
various semi-legal and illegal transfer of 
tuiids. 

.Since iltc Sov let break-up, Russia has 
followed the policy of free convertibility 
of roubles into dollars. This, it is observed, 
has led to the 'dollai tsaiion' of the Russian 
economy. Under conditions o( hyper¬ 
inflation .ind lack of trust on the putt of 
the people in the strength ot the rouble 
vis-a-vis the dollai, Russians liavepR'IciTetl 
to convert ibcir rouble savings intodollais 
as a security. 

In the opinion ol some Russian aeade 
inies 'New Russians' have Ixvomc siijicr 
iich over lime through legal and illegal 
metbiKls, including recouisc to ‘mafia' 
assistance. Those engaging m cxpori- 
import trade, say the academics, have 
exploited this fiec conversion ol roubles 
into doilaix and htivc managed to lake 
money out ol theeouniry. I'bedollarisation 
of the Russian economy has led to serious 
distortions of the credit-finance system. 
.According 1^ I: Yasin. dollari.salion of the 
Russian economy nieans that the .savings 
in theeouniry instead of being iransfi irined 
iniodomcsiic mvestinents, assume the foi m 
of credits provided to the US, thiough the 
mechanism of capital flight. 

The trend in converting roubles into 
dollars has intensified over the years. This 
is evident from the fact that while in 1996 
about 254 trillion roubles were s|x;iu in 
buying hard currency, the figure increased 
to 349 trillion roubles iii 1997. To that 
extent the rouble is losing its trailiiional 
functions as a nieasnre of value, a nieans 
ot exchange and .s,ivings. 

The huge capital llighl/money lauiid 
ei'ing that took placeovei the pa.st yeuvlias 
its roots ill the tinanciai collapse of August 
i99X. Soon after the financial ttinnoil. 
when the Russian government dclaiilicd 
on its dcbl.s, many Russian haiik.s loinid 
themselves unable to meet ihcir massive 
obligations to depositors and oilici cre¬ 
ditors. Many of the banks weie ii-clinically 
bankrupt. But they held (iscd assi is. wiiich 
they quickly turned into h.ii il curteiK y and 
sent the money abroad {Powell 19991)1. 
The ‘in.stilvcni baiik'^ moved their a.s.sctK 
abroad in ordci ii > hnlc cash Iroin creditors. 

This was not -all. Ilie central bunk was 
pressun.scdio;’ive huge stabilisation funds 
to these neat bankrupt banks. It advanced 
aixJunJ I billion roubles by way of special 
credits to the banks. About 20 ot Russia's 
larg ’si banks were bcnciiciancs. and SBS 
Agio, of which Berezovsky is part owner. 
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received the largest chunk. The bulk of the 
special siabilisuiioncredit received by these 
banks wa.s channelled out of the country. 

MiiiHOiw Aix)Kn-:D 

A very ptjpular technique to siphon 
money abroad is transfer pricing or ‘tol¬ 
ling’. Utider the transfer pricing scheme, 
a Kisssian company .sells a product at below- 
market prices to an offshore intermediary. 
The intermediary then sells the product at 
the international price, and the foreign- 
currency proceeds never enter Russia 
lAlleii 1099). 

.Some groups also carry out domestic 
‘transfer pricing’. Government-owned 
companies sell natural resources at bclow- 
niarkcl prices to middlemen, often con¬ 
trolled by the sellers themselves. The mid¬ 
dlemen sell the goods at a higher price and 
pocket the difference. 'This money is moval 
througli a chain of offshore accounts to 
end up in the account of a large and 
respectable bank. 

Money laundering often works through 
a shop or restaurant owned by an under- 
wttrld operator. The operator mi xes money 
earned by illegal means like extortion with 
the earnings of his legal operation. He 
deposits the 'dirty' money in a hank along 
with his legal earnings. This 'legitimises’ 
the earnings from criminal activities. 

Some banks in Russia have acted in u 
.somewhat similar fashion. A bank makes 
a loan to a dummy company secretly con¬ 
trolled by the hank. This shell company 
invc.sts the money in an offshore company 
controlled by the same bankers and 
subsequently defaults in repayment. The 
company holding the 'inve.sted' money 
then channels it through more banks so 
as to complelcly ob.scure its origins. 'The 
promi.s.sory notes of the defaulting com¬ 
pany arc assigned to a third company, 
which allows the original bank to write 
off the loan. 

The well known linn of auditors. Price 
W aierhouse Cooper, has confi nned several 
cases of money transfers from Russia to 
western firms. For instance, Russia’s 
central bank moved $ 1 billion to Financial 
Management Co (FIMACO), a firm it 
controlled in the Channel Islands in 1996. 
'Fhe mechanism employed was that the 
central bank had made an internal loan of 
$1 billion to the Russian government in 
1996. In return for the loan it was given 
a promissory note, which was quietly 
dispaichcil to FIMACO, 

It is not unusual for a central bunk to 
keep reserves abroad - in safe currencies 
of other countries - but it was highly 
unusual for the Russian central bank to 
entrust these reserves in FIMACO, a firm 
that had an initial capitali.sation of only 
$ 1.000. Some of the money transferred 
abroad by the central bank was pumped 


back into Russia for investment in high- 
yield short-term government bonds (GKO). 
"1116 FIMACO investment in GKO was 
apparently kept a secret and carried out 
through a Moscow-based commercial 
bank. Eurofinance, which specialised in 
GKO market operations. 

This is one of the various methods by 
which money is transferred from Russia. 
Documents made public in Moscow 
recently show that starting in 1993 the 
country’s foreign currency reserves were 
channelled through a clandestine network 
(Hoffman 1999]. 

Money laundering and other illegal 
transfers have also been carried out with 
the involvement of some Russian emigres 
holding high positions in American and 
European bunks. In the post-Soviet era 
emigre connections have been exploited 
by a few Russian organisations. 

In one money laundering scam involving 
the BankofNcw York, around $4.2 billion 
wa.s channelled through an account held 
by a company called Benex Worldwide Ltd. 
Investigations have revealed that money 
that has been laundered through this 
company came from criminal activities, 
political graft andcorporateembezzlement 
in Russia and was being laundered for 
persons connected with crime in Russia. 
Bcnexalso maintained close ties with ‘don’ 
Mogiievich. Some of the money channelled 
out of the Benex account represented 
capital flight. 

Tlic owner of Benex, Peter Berlin, is 
married to Lucy Edwards (Ludmilla 
Pritzker), vice-president at the London 
branch ol the Bank of New York. Edwards 
never disclosed her marriage to her 
employers. She was instrumental in much 
of the money transfers connected with the 
Benex account. 

Natasha Gurfinkel Kagalovsky is iuiother 
emigre connected with large money 
transfers. She held an important position 
at the Bank of New York, being a senior 
vice-president supervising the bank's cast 
F,uropcan division. She happens to be the 
wife of Konstantin Kagalov.sky, vice- 
chairman of Yukos, a major Russian oil 
company. Kagalovsky was Russia's 
representative in the IMF during the early 
1990s. when Yegor Gaidar headed the 
government. He then moved to Russia’s 
Bank Menatcp.headed by the oil and 
banking baron Mikhail Khodorkovsky. 

It is now an in.solveni bank, but during 
the controversial 'loan to share’ privati.s- 
ation it lx)ughl off a number of enterprises, 
including a controlling .stake in Yukos. It 
also received huge stabilisation loans from 
the Central Rank of Russia (CBR) .soon 
after the financial collapse of August 1998. 

Investigations reveal that Kagalovsky 
may have helped construct a network of 
offshore corporations and that politically- 


connected Russians may have used the 
network to siphon hundr^ of doliare out 
of Russia. 

Government Poucies 

Having recognised the growing problem 
of capital flight the Russian government 
and the CBR seem to have undertaken 
some policy measures to contain it. In 
early 1993, for instance, the CBR issued 
a regulation under which all Russian 
exporting and importing agencies were 
required to exchange half of their hard 
currency earnings into roubles. The 
ministry of foreign economic relations 
restricted .state licensing of the export of 
strategic materials to just 14 commodities 
in order to liberalise the trade and introduce 
competitiveness in the export busine-ss. 

At the same time a new system was 
introduced which intended to bring fresh 
restrictions into effect. For instance, the 
CBR introduced a new system of regis¬ 
tration known as ‘transaction passport' in 
October 1993. In May 1994 it made‘export 
certificates’ to be issued by the ministry 
of foreign economic relations mandatory 
for exporters. However, the practice ol 
export quotas was discontinued in phases 
during 1994and 1995. Even some strategic 
materials were taken out of the quota 
systems purview. 

Subsequently, Russia has fluctuated 
between relaxation and restrictions in 
certain foreign trade operations. As in the 
Soviet era, many of the policy decisions 
have remained on paper. Contrary to what 
is expected of a liberalisation policy, there 
has been an increa.se i n bureaucratic regula¬ 
tion and even in the member of bureau¬ 
crats in Russia. Policies often become 
virtual dead letters because of corruption 
involving certain busine.ss groups and 
bureaucrats. 

CuNSEQllENCIS 

It may be too early to comprehend all 
the consequences of capital flight/money 
laundering from Russia, considering the 
fact that investigations are going on in 
some cases, while in others proc^ings 
are in progress, to ascertain the origin and 
the path of money illegally transferred 
from Russia to western countries. How¬ 
ever. it may be worthwhile to speculate 
on the likely consequences of money 
laundering for Russia, at least in the 
immediate future. 

Firstly, the worldwide publicity given 
to the large-scale money laundering seems 
to have a^ected the image of Russia, which 
is trying to bring about a transition to 
market economy and to intergrate iuself 
with the world economy. Particularly 
important in this context are the several 
cases of money laundering in which a 
nexus between those indulging in economic 
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crime and some high-ups in the political 
hierarchy is alleged. Russia may come to 
be ranked very high among the countries 
in the world in money laundering, as in 
the case of crime and corruption. 

Some sections in Russia, particularly 
those associated with the government, 
allege that a smear campaign is on to 
tarnish the image of Russia. According to 
Russian foreign minister Igor Ivanov, the 
news reports of bribery and money launder¬ 
ing represent a deliberate policy aimed at 
thwarting Russia’s resurgence as a great 
power rather than legitimate attempts to 
expose corruption [Volk 1999]. But this 
contention may not be accepted in the 
West; where it is felt that it is a reflection 
of an acute struggle among various {xrlitical 
groups involved in money laundering. 

On the other hand, money laundering 
will have implications not only for Rassia’s 
domestic affairs but also for its relations 
with the rest of the world. This is already 
evident; certain group.s in the west are now 
questioning the efncacy of the American 
policy towards Russia which was pioneered 
by the Clinton admini.stration. 

In the aftermath of the Soviet break-up 
the we.st not only extended liberal economic 
assistance but also supported Yeltsin’s 
reform policy in general. About seven 
years on, a question is now being asked 
in the IJ.S; has the west lost Russia? The 
question perhaps alludes to the fact that 
Russia has not been able to establisli 
political democracy and market economy, 
the ideals to which the advanced countries 
iirc wedded. 

As a corollary to this, money laundering 
could lead to a reduction in the flow of 
financial rc.sourccs for Ru.s.sia's economic 
development from western counlrici;, parti¬ 
cularly foreign direct investment(FDI). 
There arc already reports about a decrease 
in FDl in Russia during the last three to four 
years. There could be a further decrease. 

The money laundering revelations may 
also affect the financial assistance rendered 
by the western governments and financial 
institutions. One of the central political 
controversies is over the question of 
whether IMF loans were syphoned off 
illegally. The role of the IMF is being 
questioned: these scandals have brought 
to the forefront the lax standards applied 
by the US government and the IMF in the 
disbursement of financial a.<:sistunce to 
Russia. More than $ 20 billion of IMF 
money has flowed into Russia since 1992, 

According to report.s misappropriation 
of IMF money has been suspected for 
quite some time. Officials of the Fund 
have individually conceded that Russia 
has been treated as a special case and that 
lending to Russia has to some degree been 
politically motivated. With so much 
criticism, the IMF has now been placed 


in a light spot. It has clearly stated that 
• it cannot stop funds for Russia. 

The IMF had curlier been blamed for 
cutting off payments when funds were 
urgently required to bail the Russian 
economy out of trouble. At present Russia 
is in great need of funds, and any drastic 
step by the IMF would further destabili.se 
that country. For a Russia paralysed by 
chaos would (K-casion deep concern in the 
western world. 

The west deeply fc.ars the possibility of 
military and security consequences of a 
crisis in Russia, in a crisis situation Russia 
could loscconirolol'thesub.stantiul nuclear 
arsenal still on its lerritory. If the country 
becomes desperaic for hard currency it 
could sell some of its weapons of muss 
destruction to liun, Iraq or Libya. This 
threatens vital American interests, and this 
fear has probably benefited Russia. The 
IMP and the U.S cannot neglect Russia, 
even if ncithei of them can play an inllu- 
ential role in chalking out Russia's eco¬ 
nomic course. Washington and the Fund 
will of course be more strict in monitoring 
the flow of their money and making sure 
that it i.s not channelled out of Russia into 
personal accounts. 

A last imiTortani consequence of llie 
money lauiidei in;> is that it is widening the 
gap between the rieli and ihc pixirin Russia. 
The racket has been compared to highway 
robbery, for it has stripped the country of 
js.scts and cnriehed a handful of crony 
cupiluli.sts. The millionaires of Rus.sia 
vulgarly display their riches and indulge 
thcm.scivcs with the most expensive 
pleasures. On the other hand, the real 
interests of the Russian poptiluiioti has 
been lost sight ol. 

According to the socio-economic 
research institute of Russia’s Academy of 
Sciences, some 60 million people -40 per 
cent of the population - live below Ihc 
poverty line in lhai country. According to 
.some estimates 70 per cent of the people 
are living below the jiovcrty line. The 
average wage has dropped to US $ .13 per 
month. 

Unemployed Russian youths tend to gei 
involved in terrorist or criminal acliviiics 
when they sec and read about the lifestyles 
of the rich and powerful, and compare it 
with their own. Acts like the well- 
publicised attack on Moscow's shopping 
arcade may well be the act of desperate 
young people. {The shopping arcade was 
completed in 1997 on the occasion of 
Moscow’s 850th anniversary, at a cost of 
US $ 300 million.) 

The implication of all this is that crisis 
in the Russian economy may deepen as 
the country enters the new millennium. 
Ttie economy may not stage a recovery, 
at least in the immediate future, as the 
Russians may be dented both additional 


investment and modem technology from 
the west. Some Russian banking and 
financial institutions which were indulging 
in unsound and s|H;culalivc economic 
Iransiictions are already facing the prospect 
of bankruptcy. This, ux>. has implications 
for the development of Russia’s economy. 

Notes 

1 Capital night signifies the fliiw uf capital uernss 
borders, tliruiigli cilhrr legal or senii-icgal 
chaniicK. Money laundering on tlic oilier hand 
IS Ihc pnx'ess of moving criiiiiiial gains through 
a series of Irank aceouiils to make them hxik 
like legitimate business prix-oeds. In the present 
Kussiim a<nic.\i iHXh phenuim'iia arc prcseni. 
1'herc is only a ihiii line .separaltng (he two and 
ill Slime instances even this seems todisapivar. 
Boili these terms have been used in ibis article 
de|vndmg on the Icrms used in the ri'puris amt 
other publi.shed soinces. 

2 Ttic ‘family' eoiisisis ol people vsho aie veiy 
close 10 pn'sideni Yelism and who ,iie able lo 
wield (remendoiis powei 'fhi'v consist of 
(Xirsons Irom the imnicdi.ile luimly .is well as 
the (K)lilicul tamily. They inchide Yeltin's wife 
Naina, his first dauphier Yelena Utuluva and 
her husband, his second daiigliler Tatyana. 
Dyachenko and her husband, gas magnaie 
Roman Ohramovich, presidcniial staff 
Aleksandr Voloshin and media tycoon Boris 
Bere/ovsky. Besides this ‘inner circle’ there 
arc few others who aie also very close lo the 
prcsidciu. They aie foimcr ministers Analohiy 
(‘huKiisund Boris Neinsluv.joumahsi Valentin 
Yumashov and ihe head uf Ihe Kicmlin's 
faeililics direeloralc. I’avel Bordin. 
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DISCUSSION 


Caste and the New Middle Class 

V K Natraj 


THIS IS II lesjxjiiM' Id HI.. Shcih’siibsorbing 
pujier Dll ’.SeculiiriNalion of Caslc and 
Making of Nl*w Middle Class’ (fc'/’IV, 
August 21-27/August 28-Scpieinbcr 3, 

I ‘799). I Ic breaks fresh ground and attempts 
to cu’ute u new I'rainowoi'k in which to 
vicse and assess the importance of the 
casiC'Ckis.s nexus. Nonetheless, tlterc arc 
areas wheri' there is r(K>m for questions. 
One .such concerns lii.s analysis of the 
politicisation of castes. 

It is not difficult to accept Sheth’s 
iirgutnent that ccrtuinc astes have tiittiiagcd 
tocl.iimaiulachK've a'middleclass' status. 
There is a niggling doubt though about his 
stateinetU that castes like the leddys. 
kiiininas and "their analogues in different 
regions were identified with' upper ca.sles’ 
and not with ‘backwani ca.stcs"' (p 2.S06). 
in the ca.se of Karnataka, this formulation, 
while appearing attractive on the face of 
It, does not tally with the empirical 
situtition riie analogues in Karnataka are 
the liiigavals and the vokkaligas, the two 
nuniericiilly largest castes accotintinu for 
around Ki and 12 per cent of the state’s 
po|nilutioii. rossibly the vokkaligas arc a 
iieaier an.iloguc. At no point of lime can 
it be contended that the vokkaligas 
projected themselves as anv thing other 
than a backwuid ca.ste. I’oliticully their 
strategy was at all times to claim that they 
were ‘maiiniiia iiiakkalu’ i e they ate a 
group who earn their livelihood by labou¬ 
ring on the soil. Being largely a rural and 
.igricullure-based caste, the inference is 
signilieaiit: vokkaligas are earthly. Their 
traditional ritual status was not high, hut 
asShetb rightly points out, this has altered 
III eoinpie\ioii as well as in sigiiincance 
over the |visi indepetulence decades. 

The argument presented above is ettsily 
illustrated by few episodes relating to the 
reservation issue. The old iiriiu'ely state 
of Mysore had a reservation policy dating 
back to the early years of the century. It 
was sanctified by the report of the Miller 
Coniiniltce in 1918. Since then, the 
vokkaligas htive enjoyed the benein of 
re.servations. So have the lingayals, except 
fur a brief period in the late 1970s. 
.Successive committees and commissions 
notwithstanding, the OBC status of tiie 
vokkaligas has remained intact. The 
lingayats were made to lose this advantage 
by the report of the finsl backward Clas.sc.s 
Commission 1197^) headed by its highly 
articulate s))okcsman 1. G Havanur. Even 


this report rccutnmcndcd continuation of 
the reservations to the vokkaligas. The 
rca.soii Ivehiiid this is not difficult todiscern 
although it was never made explicit. I iava- 
nur and his then mentor Devaraj Urs must 
have realised the improbability of imple¬ 
menting a recommendation which simul¬ 
taneously iitteniplcd to deprive the two 
laigcst. and iii many ways, the most power¬ 
ful castes of protective discrimination. Urs 
ill iiarticuliir, and F^avaniir no less, applied 
the prineijilc that any reservation policy 
would succeed only if it had the baeking 
of iit loiisi one dominant group c\ en if this 
meant dilutitin of the policy. 

A suhsequent commission, Karnataka 
Backward C'lasses Commi.ssiun II. attemp¬ 
ted this heroic deed (1986). The rccom- 
niendatiun tode-li.st both the liiig.'iyuts and 
tlic vokkaligas was greelcd with a strong 
ngil.'ition whose high water mark was the 
blocking ol the Bangalore-Mysore 
higliway in Mandya which falls in the 
heunlaiidofthe vokkaligas. Hegde’sJunata 
govemmeni then in fKiwer, capitulated. 
The eoiimiissioii report was rejected. A 
new GO w.is issued which included 
virlutilly the entire OBC population with 
uln ions exceptions such as the braliiniiis. 
The lingav :its w'ho had been out of the list 
from 197S onwards returned to the fold 
despite the l.icl that it was the vokkaligas 
who nioumcil tlie .attack against the report. 
The polities behind the Ilcgde govern¬ 
ment's volte face has been analy.sed 
else\vhete|Tliimmaiah 1993;Nalraj 1990|. 
A thiid eoiiiiiiis.sion. KBCC HI, reported 
in 1990 and iceumniendcd that the two 
largest c.i.stes no longer qualified for reser¬ 
vation but to this day this rccomnietidulion 
has not been implemented. 

Thec,x:implc narrated above gi vcvample 
proof of the anxiety of the vokkaligas to 
relaiii the backward tag. Tliis ir no doubt 
partly due to the rciucumcc of any caste 
to forego a privilege long enjoyed. But it 
also has to be seen as a major weapon in 
the political armoury of the vokkaligas. 
The recent elections have witnessed a bond 
between Devc Gowda and Siddaraniiah, 
the former deputy chief minister in Patel’s 
cabinet Siddaraniiah is a kuniba by caste. 
lVr-.oiialiiv factors apart, he loo strcs.ses 
Ills baekw ard status which is endorsed by 
the other J l)( S) leaders, all of whom point 
to a Hcgde Patel inspired strategy to 
, picvent the next chief ministership going 
to .1 backward caste person. It may be 


rorallcd that Devc Gowda when he was 
the prime minister and later, when he was 
deposed of it harped against the opposition 
to a backward caste person occupying the 
top slot. In this context it is also worth 
remembering that the kurubas are 
numerically quite large (about 7 per cent)' 
and arc well distributed throughout the 
state unlike the vokkaligas - apoint which 
must have implications for electoral 
analysis (Natraj 1990J. 

A second question which .Sheth’s 
formulation gives rise to is, what precisely 
is meant by a caste being identified as 
backward or otherwise'? Is it subjective, 
i e, the perception of the members of the 
• asic concerned or is it the perception of 
liie 'other"? Or is it a combinaton of sub- 
lecii ve perception with a carefully worked 
out political strategy? 

Further, Sheth appears to work in, what 
for want of a better term, may be described 
a.s a north Indian frame of reference. What 
he says of the Maiidal Commission rc|K)rt 
and its repercussions do not reflect the 
situation in south India, particularly 
Karnulaku. Karnatuka has for long seen 
reservations in excess of .SO per cent, and 
has contributed significantly to case taw 
on the subject. Therefore, the Mandal 
recommendations were minuscule 
compared lo what has prevailed in the 
slate I'or eight decades before the arrival 
of the Mandal. Also, with regard to the 
assertion of dulit identity, which .Sheth 
argues is an effect of the Mandal, the 
iiinueiKv of the dalit F’aiithcrs on the dalils 
in Karnataka needs to lie taken into account. 
Further, the intensification of the. right-lefl 
divide among the scheduled castes is 
another factor of increasing importance. 

Gnc final question remains. Sheth refers 
to an ongoing study at CSDS. While it is 
unfair to comment on re.scarch .still under 
way and especially when one ha.s not hud 
access lo theoriginal material, it is tempting 
to ask whether in the Indian context the 
tenn 'working class’ connotes what it does, 
for instance, in Britain? Even English 
educated OBCs arc not averse to speak of 
their ’rural-earthy’ origins. This is only 
mcanttodraw attention todiffcrenl chords 
such terms strike in dissimilar contexts. 
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Strategies and Policies 

^ivity in the 1970s and 1980s, rural energy has become 
'a^.,ii^teWmed priority. But if rural energy strategies are oriented towards 
sitfufillble rural development, they will help improve the quality of life 
a positive impact on a number of socio-economic variables. 

/im current situation with regard to rural energy systems, the technological 
f\jptions and their financing requirements and time horizons and the 
outline of a policy for implementation of rural energy strategies. 3435 

Language and Power 

‘Native' initiatives to establish newspaper presses in the i9lh century 
represented an important domain in deHning modem literate communities. 
Such initiatives in the Bombay-Poona region highlighted the way intellectuals 
in the region negotiated the implications of the colonial linguistic divide 
in their quest for a position of hegemonistic influence. 3446 

Foundation of China’s Market Reforms 

Maoist socialism was a great leap forward in terms of its objectives and 
overall achievements despite the heavy human cost and policy failures and 
dislocations. Above all, it laid a solid foundation vital to the ongoing rapid 
economic adviincc which is largely due to the linkage with the strong 
comparative advantages accumulated during the period of socialism. 3457 
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Untouchable Present 

The Musahars are scheduled ca.sics and 
populate several districts of ntath Bihar. 
How is this oncc-untouchablc caste 
coping with the .siK'ial and economic 
changes being forced upon it? And 
how are its own institutions engaging 
with the dominant discounsc? 3465 


Isaiah Berlin 

The posthumous denigration of l.saiah 
Berlin looks like a continuation of 
war by other means, but whatever the 
deconstruction of Berlin his legacy 
as a provocative 'irregular' of 
civilisation will endure. 3425 


Election 1999 

InAssamthcvictoryofthe Congress which 
has always had a considerable base in 
the region was not a surprise. It is the 
emergence of the BJP, whose ideology 
and practice were thought to be alien 
to the ethos of the north-east, us the main 
opposition party, sidelining the AGP, 
that needs to be understood. 3412 

In UP, contrary to the general 
expectation, the Samajwadi Party (SP) 
improved ils Lok Sabha tally. Yet, given 
the continuing social churning in the 
state, the OBC solidarity behind the 
SP could well prove ephemeral. 3419 

Taking cognisance of the Lok Sabha 
election resulLs and with an eye on the 
coming election to the state assembly, 
RJD leader Laloo Yadav has decided 
to further reinforce his populist tactics. 
Most striking in this context has been 
the announcement that the Bihar 
government would buy land for 
distribution among the landless. 3417 


Civil Society and 
Citizenship 

While the institutions of civil society 
must enhance the goal of equal 
citizenship, sqict adherence to the 
principle of formal equality may not 
be appropriate for realising this end 
in a society maiited by systemic 
discrimination. 3471 


Coming ‘Great Disorder’ 

To yield to the growing pressure to 
further centralise the system can 
prove fathl: the overwhelming 
majority of the people, exploited 
and downtnxiden for ages, arc 
unlikely to remain gentlemanly for 
ever. Clccurrenccs in the wake of 
the Oris.sa floods hint at grim 
possibilities. 3410 


Book-Banning 

In January 1971 the Allahabad 
High Court had quashed a .state 
government-imposed ban on 
Periyar E V Ramasamy's treati.se 
on the Ramayana and the 
Supreme Court had upheld the 
order in 1976. However, in 
September 1999 the .same high 
court has taken a difTcrem position 
on the same book. _-3415 


Quick Disillusionment 

Driven by the Musharraf regime's 
status-quoist approach to foreign 
and domestic economic policies, the 
perception is rapidly growing in 
Pakistan that it has little to offer by 
way Tf effective solutions to the 
country’s numerous problems. 3422 













LETTERS TO EDITOR 


Poll Boycott by Terror 

THIS refers to the letter by Vasant Kale 
published in your issue dated November 6 
referring to your editorial comment of 
October 9 *To Vote or Not: At Gunpoint’. 

I fully agree with the statement by Kale 
that revolution can only advance by 
releasing the initiative of the masses, while 
any force or pressure would dampen it. He 
is also correct in .saying that one should 
nut take the government ’ s or ruling party' s 
propaganda as true. 

But I wish that revolutionary parties 
such as CPI(ML)PW are also not carried 
away by their own uncritical self-delusion. 

I do not know much about Bastar. But 
there was certainly a press report that the 
naxalites of PWG beheaded a villager at 
Kottachcru in Bhoji' police .station limiLs 
lor violating the call for poll boycott. I am 
not sure whether the report is false or mere 
police propaganda or counterviolence in 
Kale’s terminology. 

Howcvcrtho.se of us living in Telangana, 
particularly Warangal, Karimnagar and 
Nixamabad districts, know how severe arc 
the punishments given by the PW militants 
to those who disobey their call to boycott 
elections. In one of the elections, the PW 
even announced that they will cut off the 
hands of those who vote. It is a fact that 
during the recent elections, PW cadre 
attacked polling stations and candidates 
in Warangal. Karimnagar, Mahbubnagar 
and Nizamabad districts. In fact, the PW 
killed a candidate at Sirpur in Adilabad 
district who, incidentally, was the only 
MLA in the previous assembly who staged 
a ‘dhama’ against police encounters. In 
a numberof places, polling personnel were 
attacked and landmines were laid on the 
routes. The villagers were threatened with 
dire consequences if they voted and in a 
number of cases they were beaten up even 
after the polling was over. One can give 
a list of such villages. This is not govern¬ 
ment propaganda, but the real life 
experience of people living in the villages 
in Telangana, many of whom do have deep 
respect for the movement. Kale seems to 
be living outside in Madras and has a 
‘romantic’ idea of what is happening. It 
is one thing to educate people, but it is 
entirely another thing to terrorise people. 
The latter is what is happening.! must add 
that this is not in the least to justify the 
unabashed and abhorrent state violence 
which is also borne by the people. The 


point is that the revolutionary parties 
have a greater responsibility to uphold 
human rights and humane values. TTiis is 
where they are failing and losing people’s 
support. 

In Andhra Pradesh, people are afraid of 
talking openly on this matter for the fear 
that, depending on what they say, they will 
be taken to be either sympathisers of 
naxalites, in which ca.se police will be 
after titem, or pro-govemment, in which 
ca.se the naxalites will target them. One 
of the very few sane and bold voices in 
this context was that of the Committee 
of Concerned Citizens consisting of 
eminent and dedicated human rights 
acti vists who appealed to both the govern¬ 
ment and CPl(ML)PW in the following 
words: 

The committee wi.shes to emphasi.se that 
any citizen is free to vote or not to vote and 
no one has any right to force people to act 
either way. A boycott should be voluntary 
and the voters .should be convinced that 
voting for any candidate is in fact an 
optionless exercise and will not lead to any 
major socio-economic changes. To give a 
call for a poll boycott is undoubtedly a 
permissible political action, but the is.sue 
of threats and creating an atmosphere of 


fear that the refusal to heed the call will be 
visited with physical punishment is un¬ 
democratic and anti-people. The committee 
also consider that the polling personnel 
including police doing election duties should 
not be subject to fear of attacks. Whatever 
activity that may be initiated the CPI 
(ML)PW should not lead to making the 
system more undemocratic. The committee 
also reiterates with equal emphasis that to 
force people to vote through police action 
or threaten them with penalties for 
boycotting elections orto take action against 
them by cancelling ration cards or cutting 
off electricity or treating them as hostile for 
refraining from voting are illegal actions, 
negation of the Rule of Law and highly 
reprehensible on the part of the state and 
•state machinery. The policy of encounters 
which are extrajudicial and illegal executions 
of people by state is continuing. The call 
for boycott cannot be used as a pretext for 
unleashing violence on the people. 

It i.s time that the CPI(M L)PW and others • 
like Kale understand the ground realities 
and review their policy of poll boycott 
self-critically. 

V Rammohan Rao 

Hanainkttnda, 

Warangal. A P. 
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Ending the Insurance Monopoly 


T he ending of the government monopoly over life and 
general insurance is an essential part of the reform of the 
financial sector, in step with, say, the entry of private sector 
commercial banks and mutual funds. All the same the pas.sagc 
of the Insurance Regulatory and Development Authority 
(IRDA) Bill through the Lok Sabha this week saw sections of 
the opposition accusing the government of being ‘anti-national', 
nothing less, and staging walk-outs in high dudgeon, aptui 
from indulging in other varieties of theatrics, such as the 
circulation of a petition against the bill supposedly signed by 
one and a half crore people. The fact, of course, is that the 
IRDA Bill, signifying the imperative necessity of the measure, 
has been on the economic agenda of every government at the 
centre in this decade which, between them, have included 
virtually every major party represented in the Lok Sabha. 
Further, the bill had been scrutinised in detail and approved by 
the Standing Committee of the two houses, again with all the 
major parties repre.sentcd on it. And, as passed by the I^k 
Sabha this week, the bill incorporated all the changes 
recommended by the committee. 

At one level, the .shenanigans over the IRDA Bill reflected 
political opportunism and gamesmanship, which are hardly 
new. At another level, and more di.sturbingly, the thoroughly 
misplaced emotional reactions provoked by it, in parliament 
and outside, mirror thecontinuing sway ofconservative ideology 
and attitudes, opposed to al I change and innovation, among the 
counUy’s opinion-makers on a whole range of economic 
issues. I'he political import of this is not to be underestimated. 
In the present instance, one may be sure, without the party 
wh ips issued by the Congress and the constituents of the ml ing 
NDA, the support for the IRDA Bill in the Lok Sabha would 
have been significantly less impressive than shown in the 
official records of the house. A section of Congress MPs is 
known to have actively campaigned to persuade the party 
leadership to oppose the bill on the ground of it being contrary 
to the so-called ‘Nehmvian vision’. Clearly, it is very nece.s- 
.sary for the leaderships of themling coalition and the principal 
opposition party, both of which claim to be committed to 
effecting major changes in economic policies and stmetures, 
to expend more of their energies on bringing round their own 
Bock, and of course wider sections of the people, to a better 
comprehension of the rationale of these changes. 

A more positive aspect of the IRDA Bill’s passage through 
the Lok Sabha has been the relative maturity of the interaction 
between the government and the Congress Party. The Congress 
leadership especially deserves credit for deciding wisely to 
side-step the temptation, urged upon it by sections of the party, 
to use support for the bill to bargain for the deletion of Rajiv 


Gandhi’s name from the Bofors charge-sheet. In the event the 
party contented itself with moving some essentially cosmetic 
amendments which the finance minister had little difficulty in 
accepting. This augurs well for the bill's unfussy adoption next 
week by the Rajya Sabha, where Congress support for it is 
essential, and for the prospects for the further economic 
legislation to come. The Congress leadership has evidently 
come to appreciate that the party has little to gain politically 
by obstructing economic policy changes of which it is,' 
deservedly, seen as having been the initiator. It is in fact the 
BJP which still has some embarrassed explaining to do, as in 
the course of the debate on the IRDA Bill in the Lok Sabha 
when the prime minister was confronted with his opposition to 
this very bill not all that long hack when he was the leader of 
the opposition. 

If the apocalyptic prognostications of the critics of the 
IRDA Bill belong in a world of theiruwn nightmares (the fear, 
for instance, that the premium incomes of the new private 
insurance companies would be spirited away abroad, when 
there is in fact a specific provision against premium funds 
being invested outside the country), the government's picture 
of the more or less immediate insurance boom that is expected 
to ensue is very likely equally fanciful. The financial press has 
repotted prominently the intention of many of the large 
European and American insurers to enter the Indian market in 
collaboration with Indian partners, including promi nent public 
sector entities such as the State Bank and the IDBI. However, 
it may be too early to start counting the chicken. It is expected 
to take three months after the IRDA Bill becomes law for the 
new rules governing the revamped insurance sector to be put 
in place and the first licences aie not expected to be granted 
before another nine months to a year. That apart, as the far from 
happy experience of the Telecom Regulatory Authority of 
India demonstrates, what will be crucial is the performance of 
the IRDA and the government’s willingness to leave it alone 
to do its job. What can be said at this stage is that if and when 
the IRDA successfully plays midwife to a reasonable number 
of credible private insurers, consumers can hope to get better 
insurance products and better .service. More importantly, the 
availability of long-term funds to finance infrastructure would 
benefit both from the additional premium income generated in 
the insurance sector and from the development of a market for 
long-teim debt And, contrary to the fears of the opponents of 
the opening up of insurance, the move, far from being a 
precursor to the eventual privatisation of the LIC and the GIC, 
will by generating competitive pre.ssures give them a chance - 
an outside chance- to emerge as viable business organisations 
while continuing to be government-owned. 
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WTO 

Manipulation Fails 

Sheila Mathrani writes from Seattle: 

THE preparations for the World Trade 
Organisation's much-hyped ‘Millennium 
Round' of trade liberalisation negotiations 
began IS months ago in Geneva with a 
bang and ended with a whimper as the 
ministerial meeting that was to set the 
agenda collapsed in chaos at Seattle on 
December 3. 

In what was an incredible week, the 
United States as host country showed 
its toughest and least hospitable face des¬ 
pite being the most powerful and richest 
WTO member. It literally hijacked the 
WTO ministerial meet, which president 
Clinton had offered to host in 1998, to suit 
its domestic political agenda. However, 
due to a variety of complex reasons the 
US strategy did not work. To a great extent 
protests from developing countries as to 
the undemocratic manner in which the 
negotiations were being conducted, 
with a ministerial text prepared in opaque 
meetings chaired by the US trade repre¬ 
sentative, Charlene Barshefsky, without 
their being consulted, resulted in 
Barshefsky suspending the meeting 
and pushing the talks back to Geneva. 
Delegations have only been given a one- 
page text of the closing remarks of 
Barshefsky (“as delivered") to take back 
to their capitals. However, os the US 
presidential elections are due in Novem¬ 
ber 2000, not much progress is to be 
expected. 

This has resulted in the trading system 
facing the worst failure in its SI-year old 
history. Even the failed 1982 GATT 
ministerial meeting ended in a declaration 
and a definite work programme for the 
coming two years, which eventually re¬ 
sulted in the Uruguay Round and the 
founding of the WTO. 

As of January 1, 20(X), two mandated 
negotiations will have to start (even though 
only technically), one on agriculture which 
is mandated under the terms of Article 20 
of the Agreement on Agriculture and the 
other in services under the General Agree¬ 
ment on Trade in Services (GATS) for a 
further round of liberalisation. 

The breakdown of the Seattle talks came 
so suddenly that there was no ministerial 
declaration with the customary thanks to 
the host countiy, or formal statement by 
the ministers on the procedures for follow¬ 
up talks, no chairman’s text, except for 
Barshefsky's last-minute 'closingremarks' 
at 10 p m, which was all that there was 
of the meeting which had the eyes of the 


world media focused on it with much hope 
for a whole week. 

Barshefsky admitted that the issues 
confronting the WTO were diverse, often 
complex and novel and “we found that the 
WTO has outgrown the processes appro¬ 
priate to an earlier time...We need a pro¬ 
cess which had a greater degree of internal 
transparency and inclusion to accommo¬ 
date a larger and more diverse member¬ 
ship”. 

According to the Indian minister for 
commerce and industry, Murasoli Maran, 
India would not have agreed to a text that 
did not take its interests (together with 
tho.se oi other developing countries) into 
consideration. Earlier at Geneva, India’s 
chief negotiator to the WTO, S Narayanan, 
had appealed to the General Council to 
compromi.se on a less ambitious text for 
it was better to have a declaration that 
suited the majority of the countries than 
one that would delight one section of the 
members and bring despair to others. 

As this goes to press, the director- 
general of the WTO, Mike Moore, has 
announced witlt a brave face that he would 
start consultations to stitch a consensus 
in the remaining areas through an all- 
inclusive process. He said that Seattle chair¬ 
person Barshefsky had directed him to do 
so. However, members have stated that no 
such decision had been taken atthe meeting 
on the process forward beyond Seattle and 
the suspension of the meeting. 

Stating that the “suspension of talks is 
not unprecedented in the history of the 
multilateral trading system”, Moore has 
called for the maintenance and consolida¬ 
tion of “what has already been achieved. 
The progress made must not be lost.” He 
adds, “I feel particular disappointment 
because the postponement of our delib¬ 
erations means the benefits that would 
have accrued to developing and least- 
developed countries will now be delayed, 
while the problems facing these countries 
will nut be allayed. A package of results 
is within reach.” 

In his press statement Moore has said 
that he will consult with delegations and 
“discuss creative ways in which we might 
bridge the remaining areas in which con¬ 
sensus does not exist” and that he expects 
to be ab'.!' to advise ministers as soon as 
possible “that we are ready to reconvene 
the Ministerial Conference and to con¬ 
clude it successfully”. 

Whether the developing countries which 
objected to the way the meetings at Seattle 
were conducted will bite the spin might 
be known at the next meeting of the WTO’s 
general council on December 17 where the 
Seattle process is expected to be on the 


agenda. At Seattle chairman Barshefsky 
and the WTO director-general set up 
several meetings (called ‘Green Room’ 
meetings) to which only 10or20countries 
(major trading powers and some develop¬ 
ing countries like India, Brazil. Egypt and 
Pakistan) were invited on the main issues 
- agriculture, implementation, the 
Singapore agenda and new issues - on 
which there were disagreements. The 
intention was to present a ministerial text 
which all members would be manipulated 
to accept on the last day. 

TRIPURA 

A New Divide 

DESPITE having exhibited its un- 
diminished sway in Tripura in the recent 
three-tier panchayat polls in the rural 
parts of the state, and in the elections to 
the two Lok Sabha seats, the writ of the 
CPI(M)-led Left Front government in 
the insurgency-afflicted state effectively 
remains confined to the state’s capital, 
Agartala, and areas around it. In the 
month after the Lok Sabha elections more 
than 30 people have been murdered in 
West Tripuradi.strict within which Agartala 
itself falls, indicating that irrespective of 
the electoral outcome, the two tribal 
militant outfits, the National Liberation 
Front of Tripura (NLFT) and the ATTF, 
through their killings, abductions, 
kidnappings and extortions are powerful 
enough to bring the state administration 
to a standstill. The two decade-long 
insurgency, in its various incarnations, has 
severely disrupted development measures, 
keeping the state poverty-stricken and 
disaster-prone. 

Why has the central government not 
taken any .step to regularly patrol the Indo- 
Bangladesh border in light of all the 
evidence pointing to the succour the 
militants get in terms of shelter and arma¬ 
ments from across the border in 
Bangladesh. More than 10.0(X) innocent 
lives, tribal and non-tribal in equal num¬ 
bers, have been lost to violence till now. 
The forestcover and theabsenceof govern¬ 
mental administration provide a safe haven 
for the parallel economy, based on smug¬ 
gling and extortion, of the militant groups, 
attracting largely uneducated and un¬ 
employed tribal youth into the vortex of 
the insurgency. 

Unlike the neighbouring states of 
Mizoram, Meghalaya and Nagaland which 
have predominantly tribal populations, the 
situation of the tribals in Tripura is more 
akin to that of the Bodos in Assam in that 
the non-tribal population has numerically 
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overwncimeo uic un^iuu inow rcuwnus. 
i:}e^te the institutionalising of the tribal 
area autonomous district councils to take 
care of tribal intermits, movements in¬ 
spired by the secessionist struggles in the 
adjacent sutes have continued to emerge 
among the tribals of Tripura. But a section 
of every secessionist outfit in Tripura, 
after a brief espousal of independence, has 
entered into -understandings with the 
central or state governments, leading to 
splintering of the secessionist struggle. 
Moreover, with the Tripura Upjati Juba 
Samiti (TUJS) breaking its lies with the 
Congress and joining hands with the BJP 
and the Trinamul Congress (TC), a major 
organisation of the hill tribals of East 
Tripura district has suffered another split. 
With the BJP-TUJS-TC combine gamer¬ 
ing 27 per cent of the vote in the Lok Sabha 
elections, the breakaway faction of the 
TUJS, named the Indigenous People's 
Front of Tripura, along with the Christian 
leadership of the NLFT, has launched a 
campaign prohibiting the tribals from 
celebrating Durga Puja. Ominously, the 
tribal population of Tripura, having suf¬ 
fered marginalisation and deprivation for 
decades, now faces the proispect of getting 
further divided on religious lines. 

LABOUR POLICIES 

Anti-West Facade 

A correspondent writes: 

INDIA, while opposing the pmiectionist 
manoeuvres of metropolitan capital at 
WTO may be also using the anti-west 
stance as an excuse to perpetuate some of 
its anti-labour policies in home. New 
Delhi’s stubborn resistance at Seattle 
against attempts to link core labour stan¬ 
dards and environmental protection with 
international trade speaks more of its 
determination to allow Indian industries 
to exploit cheap labour and ignore eco¬ 
logical degradation for profit, than of any 
genuine nationalistic urge of uppo.sition 
to western intervention. Incidentally, 
WTO is the only international forum 
where the government in Delhi and the 
military regime of Pakistan share the same 
stand against the west’.s protectionist 
policies. The Pakistan commerce minister 
echoed rimilar views against the linking 
of labour standards and environment 
with trade on the ground that it would 
adversely affect the interests of develop¬ 
ing countries. 

But India’s opposition to international 
intervention in, or criticism of its labour 
policies, stands in sharp contrast with its 
abject surrender to pressures from the 


worio oanic, uvt^, w'lv ana muiunation- 
als to amend its industrial laws to suit 
metropolitan capiuil - amendments which 
will lead to further impoverishment of the 
Indian working class. At least seven WTO- 
related bills arc expected to be brought 
before parliament, which include the 
proposed amendments to the Industrial 
Disputes Act, Trade Union Act, Contract 
LabourfRegulations and Abolition) Wages 
Act, among others. These changes reflect 
a confluence of interests of the Indian 
industrial class and the Indian state, where 
both agree on the need to minimise legal 
protection of employment and conditions 
of work and curtail the legal right and 
power of unions to bargain, in order to 
make the laws compatible with the de¬ 
mands of global capital. 

In marked contrast to this consensus 
among the Indian state, the Indian indus¬ 
trialists and the governments of the devel¬ 
oped countries, there has emerged a con¬ 
flict between India and the developed 
nations over the latter's protectionist 
measures. These measures again arc being 
adopted by these nations on the plea of 
setting uniform standards for the protec¬ 
tion of workers (like ban on child labour 
and strict rules to eradicate environmental 
hazards). While such policies arc indeed 
dictated by the developed nations’ desire 
to re.strict imports from the developing 
nations rather than from any humanitarian 
concern for the plight of the child labourers, 
one has to admit at the same time that India 
(as well as other developing countries) 
cannot escape the re.sponsibility of putting 
an end to exploitation of child labour, 
sweatshops, deforestation and industrial 
pollution, among other things. It cannot 
be denied that some of the manufactured 
goods that we export are produced in the 
worst working conditions imaginable, quite 
often involving child labour and depend¬ 
ing on increasing exploitation of fast 
depleting environmental resources (like 


lorestry, marine prooucis, eic>. ine usual 
argument trotted out by India is that its 
people are poor and therefore need their 
children to work (instead of going to 
schools) to sustain their families. Stan¬ 
dards fur labour participation that are 
suitable for developed countries therefore 
cannot be applied to poor countries like 
India. 

But such arguments ignore two basic 
facts of the Indian reality - Hist, the failure 
of the Indian state during the last half-a- 
century to improve the lot of the poor and 
ensure education for their children; and 
secondly, the continuing diversion of its 
resources from social sectors like primary 
education and health to heavy expenditure 
on armaments and nuclear empowerment. 
This lopsided choice of priorities needs 
to be dra.stically overhauled. If Indian 
politicians them.sel ves fail to put thcirhou.se 
in order, and if pressures from abroad 
force them to adopt at least some measures 
that may alleviate the lot of the poor, 
should wc oppose them - just because they 
are being advocated by developed nations 
to serve their own trade interests? 

Instead of indiscriminately opposing 
international intervention in the affairs of 
the Indian slate, given the way things arc 
being run here, trade unionists and human 
rights activists have to make use of certain 
international covenants and even pre.s- 
sures from developed countries - without 
compromising their principles - to force 
their government to adopt and implement 
the univci sally accepted norms that pro¬ 
tect the rights of their citizens. 

It may be recalled in this connection that 
it was the lung and joint campaign cturied 
out by human rights organisations both in 
India and abroad which persuaded the 
developed countries to put pressure on the 
Indian government (regarding custodial 
deaths and human rights violation in 
Kashmir and Punjab) to set up a National 
Human Rights Commission. 


EPW Online 

EPW is now available online at 

http://www.epw.org.in 

EPW online has been developed and is being maintained by Investment 
Research and Information Services Ltd (IRIS). Mumbai. 

EPWh&s been available online for some time on an experimental basis at 
http://www.south-asian-initiative.org/epw. This was made possible by 
help from Cents, Canada, which is gratefully acknowledged. EPW 
continues to be available at this site as well. 
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CURRENT STATISTICS EPW Research Foundation 


Current and prospective abundant liquidity has caused sbort-tetm interest rates to edge downward. Call money rates and primary as well as secondary 
market rales lor TBs declined in November. So did yield rates on CPs, CDs and commercial sector bonds. Likewise, the forex market remained 
calm and the exchange rale for the rupee stable at around Rs 43.40 to a US dollar. The six-month forward premia again dipped below 5 per «nt. 

Macroeconomic Indicators 


Index Numbers of Wholesale 
Prtn« (1981-82 « 100) 


All CumiiHxIities 
Primary Articles 
hxxl AilicIcs 
Non-Food Amcles 
Fuel. Power, Light and Lubricants 
Manufactured Products 
Food Products 
Fo<kI Index (computed) 

All Commodities (weekly avcni|$c basis] 
(April .3-Nov 20. 1999) 


Cost of Living Indices 
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Ntiv20, 
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Money and Bonking (Rs crore) 


Over Month Over Year 


Vana tion__ 

Fis cal Y ear So Far _ 
1999-'2b0() ■ 199'8-99 


8.9 

9.7 

8.2 

9.9 

7.2 

It.l 


1997-98 1990-97 


Money Supply (Ml) I060797(i<' 115.S3(1.4) 149175(15.9) 

Currency with Public 189624 9003(3.5) .30276(15.1) 

Deposit with Banks 867734»« 2625(1.1) 118867(16.3) 

Net Bank Credit to Uovt .437.351 1049(H2.2) 58.393(15.9) 

Bank Credit uiComml Sector 522128 469.3(3.2) 7.3439(15.6) 

Net Foreign Kxchange A.sscts 185303 3986(7.4) 30201(17.4) 

Reserve Money (Nov 19) 262774 -.2919(-1.1) 20742(8.6) 

Net RBI Credit to Centre 5 153.351 -19,52(-1..3) 3.30.5(2.2) 

RBI Credit to Rks/Comni Sector ' 20658 -S059(-I9.7) 2186(11.8) 

Scheduled Commercial Bunks (Nov 19) 

Deposits .769631® -6(>.5(-4).l) 98700(14.7) 

Advances . .394048 2412(0.6) 57583(17.1) 

Non-Food Advances 370639 407(0.1) .50877(15.9) 

Investments (for SLR purposes) 294768 3664( 1.3) 4663H( 18.8) 

Commetuial investments and 

bills rediscounted with FIs 557(K) 727(1.3) 1.3993(3.3.6) 
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11801(8.8) 
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.57003(1.5.1) 
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26417(1.3.2) 
12915(10.7) 


97841(16.2) 
1.3829(11.7) 
84162(17.5) 
.30840112.0) 
.31659(9 2) 
2.33.56(28.4) 
.5527(2.8) 
19.34(1.6) 


2029(1.5.3)-l.5.557(.,54.0) 


55605(7.8) 

25211(6.8) 

18618(5.3) 

40173(15.8) 


7244.5(12.1) 115540(19.3) 
12.386(3.8) 44759(13-8) 
8169(2.6) 40427(1.3.0) 
29425(13.5 ) 3589(HI6.4) 


92886(18.4) 
4.5676(16.4) 
40790(1.5.1) 
28192(14 8) 


71780(16.5) 
24.387(9.6) 
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257.31(15.6) 


Index Nuniben of induxtiial .September Fiscal Year So Far hull Fiscal Year Averages 

Production (1993-94*100) Weights 1999 1999-2000 1998-99 W7M 1996-97 l99S-9() 19W-9.S' 


bills rediscounted with FIs 557(K) 727(1.3) 1.3993(3.3.6) 7041(14.5) 9694{.30.3) 16645(52.0) 12472(63.1) 4168(27.1) 

® Includes Rs 17,945 croie on account of proceeds from RlBs since Augusi 28,1 excluding them theyear-«n-ycarand the 1998-99 Fiscal year growlli of money .supply 
would be 167 percent and 162 percent, respMively. Likewise, bonk deposits without RIBs grew by 15.1 percent and 16.3 percem, respectively. $ aiicrclosuie of guvemincni accuuiils 


General Index 100.00 147.6 146.4(6.4) 1.37.6(4.0) 143.1(4.0) 137.6(66) 129.0(.5.5) 122.3(12.8) 108.4(8.4) 

Mining and Quarrying 10.47 112.9 115.7(0.4) IIS.2(-0.4) 120..3(-l.8) 122.4(5.9) 115.6(-2.0) 117.9(9.6) 107.6(7.6) 

Manufuciuring 79.36 151.9 150.4(6.8) 140.8(4.1) 146.7(4.4) 1406(6.7) 1.31.8(6.7) 123.5(13 8) 108.5(8.5) 

nicclricily 10.17 149.4 146.7a.7) 1.36.2(7.4) 138.4(6.4) 130.0(6.6) 121.9(3.9) 117.3(8.1) 108.5(8.5) 


Capital Market 


BSli Sensitive Index (1978-79»-ltX)) 
BSli-HX) (1983-84=100) 

BSE-200 (lOXV-OO*!!)!)) 

S and P CNX-50 (Nov 3. IW5=100()) 
.Skindia GDR Index (Jan 2. I9>>.5=KXX)) 
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112.9 115.7(0.4) IIS.2(-0.4) 120..3(-l.8) 

151.9 150.4(6.8) 140.8(4.1) 146.7(4.4) 

149.4 146.7a.7) 1.36.2(7.4) 138.4(6.4) 
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Foreign Trade 


Exports; Rs cnore 
USSmn 
Imports: Ks crore 
USSmn 

Non-PGL US $ mn 
Balance of Trade: Rscrene 
USSmn 


Foreign Exchan)^ 
Rnerves (excluding gold) 


Rs croiv 
Ub$mn 
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1999 


4714(68.1) 44.56 2804(-2I.3) 
2298(83.8) 2086 I 250(-19.0) 
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1418(73.6) 1.326 817(.-20.8) 
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Fiscul Year So Far 
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Full Fiscal Year 
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End of Fiscal Year 
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10635.3(28.6) 

20761(8.5) 

l9l.3.3(-4.9) 

3.3659(-.3.9) 

3.5006(4.6) 

33470(5.3) 

31797(20.8) 

114746( 10.6) 

103779(2.5.0) 

176099(14.2) 

154176(11.0) 

138920(13.2) 

122678(36.3) 

26559(6.8) 

24860(7.7) 

41X58(0.9) 

41484(6.0) 

.39132(67) 

36678(28.0) 

21279(.().5) 

: 1.382(16.4) 

35425(6.3) 

3.3321(14.5) 

, 29096(-0.2) 

29152(28.3) 

-2.5048 

-2.3798 

-34495 

-24076 

-2010,3 

-16325 

-5798 

-5727 

-8199 

-6478 

-5663 

-4881 


21681 9243 10497 22935 22137 2te49 -7302 18402 

446.3 1511 602 3554 3607 5243 -3690 5640 


Nom. (i) Superscript numeral denotes month 10 which Figuie relates, eg, supcrscriptOslands for September: (ii) Figures in brackets sre percentage variations over the specified 
or over the comparable period of the previous year, na luu asailable neg negligible * unchanged. 
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# ICl) figures till Septeirher 1998 are Iw a tentir of60-90 days for Blue Chip and Non-Blue Chip Companies reflectively. RF inean« reporting Friday for fortnightly reporting of conditions of banking business and 
the Rinnigfu serves as the te.scTve maimonancr period fw scheduled conunercial hanks. 

- no floatation .. no trading * no auction na not available ^TM = yield to matuniy S Weekly weighted averages. 

@ Based on daily qiKHations supplied by Mecklai Financial and Commercial Services Ltd.. Bombay. Weekly averages at inter-bank premia aiinualised per cent per annum. 



COMPANIES 


EPyV ReMarch Foundation 


LLOYDS STEEL 

Steel Woes 

THE worsening position of the steel in¬ 
dustry took its toll of Lloyds Steel, the 
flagship company of the Lloyds group. 
The steel industry has been facing tough 
limes due to a financial crunch, slow 
movement of businc.s.s, lack of demand 
and a general downturn in user industries 
like automobiles. Cheaper imports, slug¬ 
gishness in all sectors of the economy and 
the uastable political situation also af¬ 
fected the company's performance in 1998- 
99. To add todts woes, there was a sharp 
increa.se in market competition due to the 
demand-supply mismatch following an in¬ 
crease in supply without a coiTe.sponding 
growth in demand. 

All these factors led to a 30 per cent fall 
in the company's net sales and an 83.5 per 
cent fall in its operating profit. A steep 
incFea.se in interc.st (up 37.8 per cent) saw 
the company suffering a net loss of 
Rs 211.1 crorc as compared to a net loss 
of Rs 36.2 crore during the previous year. 

Sales realisation from steel continued to 
be unprofitable during the entire year due 
to cheap imported steel in the market. As 
there was a worldwide glut in the steel 
market, all major steel producing coun¬ 
tries were shipping steel at extremely low 
prices. Though the government took cer- 
uiin steps such as anti-dumping duty on 
HR products from CIS counuies (exclud¬ 
ing Kazakhstan) and floor price mecha¬ 
nism on various flat products, this gave 
little respite to the industry. 

Meanwhile the company has hived off 
its 80 MW Vidharbha power plant into a 
separate company called Vidharbha Power. 
The Ireland-based Power Engineering Cor¬ 
poration (PRC) is picking up a 24 per cent 
stake in the said company. ITie Irish com¬ 
pany will handle operations and mainte¬ 
nance of Vidharbha Power. This move is 
in line with the strategy of other major 
players in the steel industry of hiving off 
their powerdi visions into separate compa¬ 
nies which helps reduce the debt bur^n 
on the balance sheet of the parent com¬ 
pany and make financing power projects 
attractive on an independent basis. 

Meanwhile, Lloyds Steel and another 
group company, Lloyds Metals and En¬ 
gineering, have come up with a restruc¬ 
turing package which has been given an 
in-principle approval by financial insti¬ 
tutions. I^portedly, the scheme will help 
both companies save a tohtl of over Rs 100 


crore in interest burden. Envisaged in three 
parts, as per the recast plan the companies 
have already retired a part of their high- 
cost debt in the form of a Rs 40-crore 
]ea.se-financc deal. The second part of the 
plan envisages conversion of institutional, 
high-cost and foreign-currency debt to 
lower-cost debt coupled with an extension 
of the repayment period. Lastly, on the 
working capital front, the companies plan 
to convert non-fund limits of the compa¬ 
nies with banks to deep discount bonds 
at IS per cent, with a moratorium of three 
years. 

The company’s stock, however, has 
taken a heating on the stock market with 
its share quoting below par at Rs 4. 

LML 

Market Change 

LML, which has been in the news of late 
because of a fall-out with its part-owner, 
Piaggio Spa of Italy, saw a mixed per¬ 
formance in 1998-99 (18-month period). 
(Though figures forthe previous 12-month 
period, 1997-98, are not strictly compa¬ 
rable, all percentages have been annuali.sed 
to facilitate comparison.) While net sales 
were higher by 11.6 per cent over 1997- 
98, the company’s operating profit suf¬ 
fered by 1.7 per cent over the same period. 
However, a lower non-operating loss as 
compared to 1997-98 helped the company 
post a 29.6 per cent increase in its bottom 
line. 

There has been a significant shift in 
preference on the part of die consumer 
from scooters to other two-wheelers, 
namely, motorcycles and mopeds (two- 
whcelers below 75cc). While scooters 
accounted for around 48 per cent of total 
two-wheeler sales in 1991-92, this per¬ 
centage dropped sharply to 39 per cent in 
1998-99. In fact, about 54 per cent of the 
total gmwth in the two-wheeler industry 
during this period has been accounted for 
by motorcycles. LML being India’s sec¬ 
ond largest scooter maker, this shift in 
product category has taken its toll. This, 
coupled with an increa.se in input costs on 
account of an effective increa.se in the 
customs uuty and partial withdrawal of the 
Mod vat availment, affected the company's 
operating performance adversely. 

To combat the falling market share of 
scooters, LML has been continuously 
introducing new products and 1998-99 
was no exception. It introduced the Xpress 
5 engine (based on reed valve induction 


technology) on its ISOcc scooters. Fur¬ 
ther, it also launched new vehicles in the 
form of Trendy (the technology for which 
was sourced from Benelli of Italy) and 
Pulse (which is a 7Scc model re-engi- 
neered from Piaggio’s PK-125 version). 
Besides this, the company also upgraded 
its Star and Select models and is planning 
to introduce more upgrades/new models 
of scooters, including those fitted with 
catalytic convertors. 

Apart from continuing to focus on the 
scooters segment, LML has now decided 
to change the threat of motorcycles en¬ 
croaching on its market share into an 
opportunity; it is planning to introduce 
four-stroke motorcycles during the cur¬ 
rent year. With this in view, LML entered 
into u technical collaboration with Daelim 
and has been working on a motorcycle 
model at its manufacturing site at Kanpur. 
TTic launch of the motorcycle is part of 
a strategy to make LML a complete two- 
whecler company geared to meet future 
challenges. 

With this addition to its product port¬ 
folio. the company will be competing with 
players like Hero Honda Motors, Bajaj 
Auto, TVS-Suzuki and Escorts Yamaha 
Motors - the major players in the Indian 
motorcycle market. 

Meanwhile, Italian bi-whceler major, 
Piaggio, which held a 26 per cent stake 
in LML, has decided to puli out of its 
scooter manufacturing joint venture with 
the Kanpur-based Singhania family who 
are co-promoters of LML. Piaggio, through 
its subsidiaries, Piaggio BV and Piaggio 
and eSPA, has terminated the joint ven¬ 
ture agreement and all other related agree¬ 
ments with the company. However, LML 
has decided not to u^c things lying down. 
It has rejected the termination of joint 
venture agreement terming it invalid as 
Piaggio has not gone through the proper 
route elaborated in the terms of agreement 
between the two partners in the scooter 
manufacturing venture. 

The company’s stock presently quotes 
at around Rs 54 on the bourses, dis¬ 
counting its 1998-99 earnings a mere 5.7 
times. 

SOL PHARMACEUTICALS 

Revival Plan 

A Hyderabad-based company, Sol Phar¬ 
maceuticals had been consistently grow¬ 
ing at a rate of around 25 per cent per 
annum until 1996. However, when the 
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■ne w«k’« Conpaaia 

(Rs lakh) 



Lloyds Sted 

LMI, 


Sol 

Pharmaceuticals 

Financial Indicaton 

March 

1999 

March 

1998 

March 

1999 

March 

1998 

March 

1999 

March 

1998** 

Incomc/appropriatfons 

1 Net sales 

81395 

1162.54 

99912 

59684 

4232 

13.34 

2 Valne of production 

79020 

114268 

102117 

59981 

2429 

623 

3 Other Income 

1086 

1045 

605 

406 

156 

101 

4 Total income 

80106 

115313 

102722 

60387 

2585 

724 

5 Raw malerials/stores and 
.spares consumed 

53779 

74403 

62228 

36654 

7994 

1055 

6 Other manufacturing expenses 

14203 

18536 

4108 

2552 

789 

3.35 

7 Remuneration to employees 

1480 

1742 

8958 

4966 

584 

399 

8 Other expenses 

8846 

9725 

14657 

7556 

6976 

5.371 

9 Operating prefit 

1798 

10907 

12771 

8659 

-8755 

-6436 

10 Interest 

14939 

10843 

3880 

2183 

4328 

3149 

11 Gross profit 

-14483 

2495 

8878 

4294 

-13496 

-9793 

12 Depreciation 

6627 

6111 

3503 

1813 

.312 

158 

13 Profit tefore tax 

-21110 

-.3616 

5375 

2481 

-13808 

-9951 

14 Tax provision 

15 Profit after tax 

3 

-21113 

4 

-3620 

1428 

.3947 

451 

20.30 

-13808 

-9951 

16 Dividends 

NA 

NA 

684 

684 

NA 

NA 

17 Retained profit 

-21113 

-3620 

.326.3 

1346 

-13808 

-9951 

Liablllties/asscis 

18 Paid-up capital 

18862 

18862 

4144 

4144 

1272 

1272 

19 Reserves and surplus 

.34661 

55774 

8348 

508.5 

-21061 

-7253 

20 Long-term loans 

92261 

77144 

19752 

1.5291 

9834 

9139 

2t Short-term loans 

48831 

44262 

5365 

4365 

19194 

13726 

22 Of which bank borrowings 

48831 

.38210 

5280 

4280 

19194 

13726 

23 Gross fixed assets 

I8955I 

166203 

38405 

3.3321 

90.54 

9140 

24 Accumulated depreciation 

23975 

18482 

1.5953 

12488 

2724 

2422 

25 inventories 

19609 

41093 

1.3112 

11160 

293 

2798 

26 Total asscis/liabi lilies 

243126 

240951 

59.301 

490.52 

12410 

20158 

Miscellaneous items 

27 Excise duty 

6258 

9985 

24690 

15188 

NA 

NA 

28 Cross value added 

50 

17063 

22185 

9514 

-8992 

-6444 

29 Total foreign exchange income 

4270 

6084 

4746 

197.3 

NA 

NA 

30 Total foreign exchange outgo 

2508 

7887 

7371 

7924 

138 

ISO 

Key financial and performance ratios 

31 Turnover ratio 

(sales to total assets) (%) 33.48 

48.25 

168.48 

121.67 

34.10 

6.62 

32 Sales to total net assets (%) 

41.82 

59.30 

265.66 

206.63 

45.81 

7.90 

33 Cro.ss value added to 
gross fixed assets (%) 

0.03 

10.27 

57,77 

28.55 

-99.32 

-70.50 

Return on investment 
(gross profit to total assets) (%) 

-5.96 

1.04 

14.97 

8.75 

-108.75 

48.58 

35 Gross profit to sales 
(gross margin) (%) 

-17.79 

2.15 

8.89 

7.19 

-318.90 

-734.11 

36 Operating profit to sales (%) 

2.21 

9.38 

12 78 

14.51 

-206.88 -482.46 

37 Profit before tax to sales {%) 

-25.94 

-3.11 

5..38 

4.16 

-.326.28 

-745.95 

38 Tax provision to 

profit before tax (%) 

-0.01 

-0.11 

26.57 

18.18 

NA 

NA 

39 hufii after tax to net worth 
(return on equity) (%) 

-39.45 

-4.85 

31.60 

22.(X) 

69.78 

166.30 

40 Dividend (%) 

NA 

NA 

15.00 

15.00 

NA 

NA 

41 Earning per share (Rs) 

-11.19 

-1.92 

9.52 

4.90 

-108.55 

-78.23 

42 Book value per share (Rs) 

28.38 

39.57 

30.14 

22.27 

-155..57 

-47.02 

43 P/E ratio 

-0.36 

NA 

5.67 

NA 

-0.10 

NA 

44 Debt-equity ratio 

(adjusted for revaluation) (%) 

172.38 

103.36 

1.58.12 

165.68 

-49.69 

-152.80 

45 Short-term bank borrowings 
to iiiventories (%) 

249.02 

92.98 

40.27 

38.35 

6550.85 

490.56 

46 Sundry creditors to 
sundry debtors (%) 

54.41 

79.47 

253.58 

296.84 

110.07 

48.41 

47 Total remuneration to employees 
to value added (%) 

2960.00 

10.21 

40.38 

52.20 

-6.46 

-6.19 

48 Total remuneration to employees 
to value of production (%) 

1.87 

1.52 

8.77 

8.28 

23.92 

64.04 

49 Gross fixed assets formation (%) 

14.05 

18.46 

15.26 

NA 

-0.94 

0.04 

50 Growth in inventories (%) 

-52.28 

9.90 

17.49 

NA 

-89.53 

NA 


NA: means not available. **: means six-month periixl 


company, which is engaged in the busi- 
nc.ss of bulk drugs and formulations, took 
recourse to high-cost private borrowings 
during 1994 through 1996 in order to 
encash business opportunities and to 
maintain the tempo of growth, it could not 
sustain the high costs sustained in the 
pntgramtne. Further, with the bulk drug 
industry suffering an overall setback, the 
company's net worth has today been 
completely entded. 

As per rules, Sol Pharmaceuticals ha.s 
been referred to the Board for Industrial 
and Financial Reconstruction (Blint) and 
the company was declared a sick industrial 
company on I'ehruury I. 1999. IDBI has 
been appointed as the oitcrating agency to 
formulate the revival plan. 

I'hc company has already closed down 
its two main hulk drug units, namely. 
AGIPl and NUTEC’il. Its total turnover 
for 1998-99 was derived from product'on/ 
conversion activity carried out at its 
Patanchcru plant, as well as job work done 
for some local bulk drug inanufucturens' 
at the Jccdimella plant and the pilot plant. 

However, this minor activity was insuf¬ 
ficient to cover tiic company's overheads 
and it suffered a net loss of Ks 1.18 crorc 
in the year under review. 

As things stand now, the ctimpany has 
prepared a revival plan and submitti^ the 
same to 11)^1.11tc plan incorporates the 
fact that Sol Pharmaceuticals has been 
able to ret,tin the continued interest of 
Teva Pharmaceuticals fni a possible joint 
venture for the Patanchcru unit. Besides 
also accounting for other business plans, 
the revival plan seeks certain waivers and 
concessions from various secured and 
unsecured credilois. 

Meanwhile, owing to the company’s 
poor performance and its inability to repay 
the public dcpnstis mobilised, its brand 
image has taken a .severe licating in the 
marker place. This has lesuilcd in a steep 
fall in the prc.scrip(ions of the licensed 
brands and in an overall decline ir, the 
value of the company’s brands The 
company' s stuck presently quotes at an uind 
Rs 11, reflecting the poor investor laiiey 
for the scrip. 
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Calcutta Diary 

AM 

In the light of the engineered shift of public attention to emotional 
issues such as national defence and giving the arch enemy, Pakistan, 
a bloody nose, pressure to father centralise the system, and thereby 
advance the class cause, will be enormous. To yield to such pressure 
can however be fatal. The overwhelming majority of the people, 
exploited and downtrodden for ages, are unlikely to remain 
gentlemanly for ever. Occurrences in the wake of the Orissa floods 
hint of grim possibilities. 


IT is eerily resembling the reaction in 
American households, in the late sixties 
and ilic early seventies, to the media 
coverage of the Vietnam war. Th^ fury of 
the Bay of Bengal la.shing again.st the 
coa.stal tracts, the thousands of deaths, 
millions of people, without food for almost 
a week, seizing the first batch of trucks 
and trains carrying relief material, the heart- 
piercing howl of anger of the cyclone 
victims who have lost everything; add all 
this together, the story’ that emerges has 
hardly an emotional impact on the minds 
of children in upper and middle class 
households across the country as they watch 
the presentation of the spectacle of the 
calamity on the small screen. The event 
has transformed a part of the country into 
a grim disaster zone. Iron has however 
entered the soul, those resident outside the 
orbit of devastation by and large remain 
curiously non-invoivcd. As during the 
Vietnam war, illusion and reality have lost 
their separate, contrary identities. To sum 
up, appreciation of the magnitude of the 
human and natural tragedy that has 
rendered Ori.s.sa, already a state marked by 
pestilence and chronic malnutrition, even 
more |x:.stilentinl, docs not percolate into 
the psyche of thu.se who occupy the top 
layers of society. This fact has a relevance 
of its own. For the affluent classes in¬ 
variably constitute the decision-makers in 
the land, their wishes are the law. and their 
uphringi ng has taught them to be generally 
indifferent to the plight of die poor. 

But, then, even as a new epoch supplants 
the old, stirrings at the base sooner or later 
begin to ruffle the superstructure. It is not 
easy in the emerging situation to feign 
ignorance of the problems that threaten to 
afiliet the life and living of the nation's 
overwhelming majority. The handful of 
young citizens who have been admitted 
to the cloister of foreign banks, foreign 
institutional investors and such like none¬ 
theless try hard to disown this ipujority 
representing the flip side of globalisation 
and the Technology Revolution. Contra¬ 
dictions crowd the arena. India qualifies 
as the world's largest democracy because 


of these millions and millions of more- 
dead-than-alivc of the human .species. But 
they arc not to be found in the overt agenda 
of any set of ruling politicians. In the ele¬ 
ctoral season, for form's sake, the party 
manifestos insert some patronising ser¬ 
mons alluding to the need to ameliorate, 
in some manner or other, the conditions of 
the poverty-striken millions. Neither the 
manife.sto- writers themselvc-s, northepoor, 
take seriously those dishonest inanities. 

Thisycar's floods and, more particularly, 
the Orissa calamity, have once more 
emphasi.scd the familiw point: whatever 
the circumstance.s, the impoverished 
masses have to bear the brunt of nature's 
fury. They do not have the resources to 
stock up fcKxl; the rupture of supplies on 
account of the breakdown of transport and 
communications affects them most 
severely. Their wobbly, ramshackle 
hutments set up in low lands are either 
blown away or swallowed by water; they 
have therefore no protection .should nature 
continue to be merciless, for days together, 
in its designs. That apart, once flood water 
gobbles up the land mass, pestilence cannot 
be flu off. Ten thousand lives have been 
lost in Orissa, according to one conser¬ 
vative estimate, because of the fcr(x;ity of 
the tornado, several thousand more deaths 
arc expected in its aftemiadi. The men, 
women and children who will perish 
because of the dearth of food and medicines 
have little purchasing power and even less 
mobilising strength. Such being the 
assumption, and other things remaining 
the same, their surcease will not worry 
overmuch policy formulators in the 
nation's capital. After the water recedes, 
official prognostications had taken it for 
granted, th'ngs will return to the normalcy 
of yore, and those who manage to survive 
the ravages of the calamity, reverting to 
the state of traditional misery, will once 
more be vulnerable to horrendous social 
and economic exploitation by the top 
echelons of society. The latter, everybody 
knows, also control the levers of power. 

Such was the standard as.sumption till 
now. But, thanks - if that is the proper 


expression- to me unssa oisasm', mere 
are forebodings of a diffoent kind. In 
Paradeep, Bhubaneswar, Bhadrak, 
Baleswarandelsewhere, the flood-stricken 
people, relentlessly chased by the rushing 
unforgiving water, had been without food 
and drinking water for four to five days 
continuously. The administration had 
melted away. Those who could somehow 
arrange the wherewithal to survive, did so, 
but barely. Those who could not, perished. 
The survivors, technically alive, might as 
well be described as half- or three quarters- 
dead. When the first relief truck or train 
arrived, they would, the assumption went, 
break out into tears of gratitude. That is 
how it happened on past occasions. Ihis 
time the script has gone berserk. The 
wretched .specimens of humanity, 
marooned for days on end, waiting for 
victuals and other forms of a.ssistancc, 
chose tobeliave in an altogether unexpected 
manner. They refused to be mannerly. 
They pounced upon the food while the 
forces of law and order were kept at bay. 
Premonitions of violence filled the air, to 
be immediately followed by actual vio-. 
lencc. The starving people had obviously 
reached the end of their tether. They had 
no respect left for civilian admini-stration 
and were equally contemptuous of army 
unitsdistributing relief. GovcmnKnturdeni 
and instructions communicated, at the first 
opportunity, to official representatives 
detailing the arrangements for the distri¬ 
bution of relief, were treated with derision. 
People commandeered the food, and sho¬ 
ved aside the government personnel. Chaos 
took over, according to official accounts. 
The starving people however had a different 
version to tell; the food belonged to them 
and they took charge of it. 

True, what has transpired is a purely 
temporary development. As the water 
recedes and food and other kinds of material 
assistance jiercolate into the marooned 
tracts, some restoration of formal law and 
order will be visible. The low-lying coastal 
stretch of Orissa will return to the low- 
level equilibrium which is the assumed 
destiny of the deprived millions. At that 
juncture, the state administration will learn 
to bestir itself. But social dynamics is 
already at work. The masses will continue 
to be in a solemn mood; respect for the 
government has reached a nadir, the 
calamity has been a great educator. New 
Delhi is a remote concept, the ordinary 
men and women eking out an existence 
in the flood-ravaged Orissa coast, do not 
understand the complexities of the 
Constitution. They have been nurtured on 
the bizarre romantic notion that the prime 
function of the administnuion is to serve 
them and attend to their needs. A central 
government a thousand or fifteen hundred 
miles away does not specially interest them. 
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it is tne siaic govcnunem wmcn is me 
cynosute of thdr eyes. By looting the 
relief material, they have tasted blood; 
they have also set an example for other 
deprived people, these hitherto law and 
order-fearing multitude will now pile up 
loads and loads of demands on the state 
government Most of the demands arc by 
no means arcane or unreasonable. They 
pertain to basic needs and the i.ssue of 
strengthening the infrastructure, including 
roads, bridges, drainage facilities, 
improved schools, additional sources of 
drinking water, nutritional arrangements 
for women and children, and so on. Since 
the many essential activities have not been 
taken care of for decades, there is naturally 
a huge backlog of essential tasks and, 
consequently, demand for considerable 
extra funds. The chips fall. India Incor- 
|X)ratcd outfits will be least interested to 
provide for even a minor fraction of the 
resources that are required. It is therefore 
understandable that the resources called 
for have to be sought from the Consolidated 
fund of India. The existing constitutional 
norms cast their shadow at this stage. 
According to the Constitution, the 
prerogative of taxing and borrowing, 
includingdeficit financing, largely belongs 
to the union government, the stale 
governments are residual begetters. The 
demand of the masses for implementing 
essential need-based programmes is 
focu.sed on the state government, it is the 
latter which has to face the wrath of the 
people in case their demands remain 
unfulfilled or are fulfilled with an ex¬ 
cruciatingly painful time-lag. The centre 
watches gleefully, from a distance of a 
thousand or fifteen hundred miles, the 
discomfiture suffered by the state 
government because of its lack of funds. 
It is a comprehensively absurd situation. 
1'hc union government not only controls 
the major sources of resource-raising, it 
also controls the banks and the public 
financial institutions, for instance, the Unit 
Trust of India or the Industrial Credit and 
Investment Corporation of India. If all 
these sources are denied to the state 
administrations, chief ministers are in a 
funk, they either approach the Reserve 
Bank of India for overdrafts or run up 
boiTOwings from the union government. 

The consequences are predictable. The 
media have bMn full of stories of how the 
state governments are in danger of soon 
entering the orbit of adebt trap; their current 
borrowals will not be enough to. cover 
their liabilities on account of past borro¬ 
wings, there will accordingly be no net 
,'accrual from borrowings with which to 
cater to people’s basic needs. It will be, that 
is to say, doomsday for the state govern¬ 
ments and for the millions and millions 
ofeconomically andsociallydeprivod mataies. 


itiiswillbethecue for pompous editorial 
writers to wax eloquent on the inefficiency, 
and worse, of state administrations. Instant 
conclusions will be drawn: (a) the state 
governments do not know what fiscal 
responsibility consists of, it is time the 
union government, and the Reserve Bank 
of India, teach them the appropriate lesson, 
maybe by declaring a moratorium on the 
further release of funds to the state.s; (b) 
in view of developments of this nature, 
a review of the const itutionol arrangements 
has become imperatively necessary; the 
powers, including fmancial powers, the 
Constitution had granted the slates should 
be summarily withdrawn, and the centre 
should assume the responsibility for allo¬ 
cating funds as well as monitoring develop¬ 
ment programmes at all levels, and (c) a 
corollary of (b), the allotment of funds to 
local bodies, including panchayats, must 
be taken away from the state governments 
and made the direct charge of the centre. 

These conclusions arc, to say the least, 
grotesque. The same group of civil servants 
and the same .set of political leaders 
function both at titc centre and the states. 
There is therefore no earthly reatton why 
a project, which ha.s been ill managed by 
functionaries at the state level, will be 
better administered by the centre. On the 
other hand, should an attempt be made to 
arrange for the devolution of funds to the 
panchayati institutions directly by the 
centre and the priorities arc determined by 
it, the scope of redressing people's daily 
demands will narrow further and further. 


Tlie daddy in New Delhi, alas, doe,s not 
know best. More often than not, the 
contrary is the case, and should the centre 
decide to interfere, the well of discontent 
of the suffering masses will spill beyond 
the acceptable degree of tolerance. 

In the light of the engineered shift of 
public attention to emotional issues such as 
national defence and giving the arch enemy, 
Pakistan, a bloody nose, pressure to further 
centralise the system, and thereby advance 
the cla.s.s cause, will be enormous. To yield 
to such prc.ssure can however be fatal. The 
overwhelming majority of the people, 
exploited and downtrodden for ages, are 
unlikely to remain gentlemanly for ever. 
Occurrences in the w^eof the Ori.s.Na floods 
hint of grim possibilities. Acts of lurid vio¬ 
lence perpetrated against the impttverished 
and underprivileged millions may hence¬ 
forth be answered by counter-violence on 
the part of the bottom sections of siwicty. 
Once that begins to happen, the prota¬ 
gonists of political stability, such as the 
India Incorporated, will have nowhere to 
go. Stymied and nabberga.sted. they could 
do well to read some hi.story, including 
global history. Whetlicr they like it or not, 
a great disorder is in the offing in this 
neighhourhorxl, give or take u couple of 
decades or tlicrcabouts. And this despite 
the fact that organised radical forces arc 
pronouncedly on the retreat in the country. 
Nevermind, the rioters in Orissa have blazed 
a trail. It should be celebration time, 
coinciding with the end of the old, and the 
commencement of the new, millennium. 
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UUIVIIVlIinUAKI 


Communalising Assam: AGP’s Loss Is 
BJP’s Gain 

II Srikanth 


Politics of regional identity had kept hindutva at bay in Assam for 
over two decades. But the AGP government's poor performance and 
the bogey of Muslim Jundamentalism led Bengali and Assamese caste 
Hindus to the BJP. AGP tried to play the same game and succeeded 
in driving the Muslims to the Congress. While the ethnic-linguistic 
divides in As-tani may mend, the religious divide seems set to widen. 


MOST intellectual discussions on north- 
cast India revolve around familiar topics, 
such as regionalism, immigration, nation¬ 
ality question, ethnic identity, insurgency 
and human rights. Thanks to the .social 
scientists working on the problems and 
dynamics of the region, the people in other 
parts of India could learn how different 
politics of this region is, compared to 
politics in the rest of the country. How¬ 
ever, io(> much of emphasis on the speci¬ 
ficity of the north-east sometimes makes 
one assume that the national parties have 
lost all their charm in the region now 
dominated by regional and ethnic forces. 
But such a notion was proved wnmg in 
the recently concluded parliamentary elec¬ 
tions in Assam, where the Congress Party 
and the Bharatiya Janata Party (BJP) 
emerged as the victors, sidelining regional 
and ethnic parties. Asom Gana Parishad 
(AOPj, whose leaders at one time spear¬ 
headed the Assam agitation, could not win 
even a single seal in the .state for the 
second consecutive time. 

The victory of the Congress Party, which 
has a considerable ba.se in the region, was 
not a big surprise. But the emergence of 
BJP. wiiosc ideology and practice were 
considered to be alien to the ethos of the 
north-east, as the main opposition party, 
sidelining the AGP. raised many an eye¬ 
brow Although the BJP has had a pres¬ 
ence in .'\ssam since the 1980s, it had 
never enjoyed such an eminent status as 
it is enjoying today. To comprehend how 
the BJP could find a foothold in the state, 
wc need to study meticulously the recent 
pi^litical developments in Assam. 

Assam's long border with Bangladesh 
and the presence of a sizeable Muslim 
population make the region a fertile ground 
toi the ri.se of Hindu communal parties 
like the BJP. The growth of the BJP was. 
however, halted to a considerable extent 
by the Assamese ca.ste Hindus, who u.scd 
to see BJP only as a Marwari party. Tlic 


BJP’s policy of being soft to the Hindu 
immigrants and hard on the Muslim 
i mmigrants did not find many takers among 
influential section of Assamese .scx:icty, 
who were more obsessed with the fear of 
domination by the Bengalis - both Hindus 
and Muslims - in all public spheres. Fear 
that their language and culture would be 
wi{)ed out and the Assamese people would 
become minorities in their own land drove 
them to the so-called ‘anti-foreigners’ 
movement in the late seventies. Apart from 
the educated Assamese middle classes and 
the A.ssamesc peasantry, the movement 
received wholehearted suppoil from the 
rising As.samese bourgeoisie, which was 
worried about the rise of the left parties 
in the 1978 assembly elections in A.ssam. 
When they lost faith in the Congress Party, 
they looked for a regional party to serve 
their interests. Hence after the Assam 
accord, when the leaders of All Assam 
Students' Union (AASU) formed AGP 
and contested the elections, they lent all- 
out support to the new party. 

The Assam accord talked of disenfran¬ 
chising the immigrants who had settled in 
Assam between 1965 and 1971 and de¬ 
porting all the immigrants who came from 
Bangladesh after 1971. Following the 
outcome of the All Party Conference, the 
parliament passed the Illegal Migrants 
(Determination by Tribunal) Act (IM(DT) 
Act) which set out the procedures fur 
identifying the immigrants. When the AGP 
came to power, the Assamese people 
believed that the Assam accord could be 
implemented i.i torn. Very soon it was 
realised that detecting and deporting the 
immigrants is almost impossible under 
the IM(DT) Act. as the onus of proving 
anyone a foreigner rests with those who 
make a complaint. Much to the dissatis¬ 
faction of the AASU leaders, so far only 
a few lakh people have been identified as 
doubtful cases and virtually none could 
be deported to Bangladesh. 


Apart from the immigration problem, 
the people expected the AGP leaders to 
.solve the problems of undeideveiq>mem. 
industrialisation, unemployment, etc, 
against which the student leaders raised 
their voice during the Assam agitation. 
But the AGP lea^rs proved themselves 
as corrupt and inefficient as the Congress 
leaders. Factionalism and splits weakened 
the AGP and brought the Congress Party 
back to power in 1991. 

Dissatisfied with the performance of the 
AGP, a radical section formed the militant 
organisation, the United Uberation Front 
of Assam (ULFA), which proclaimed 
secession from the Indian Union as the 
only panacea furall the ills affecting Assam 
today. Taking their clue from the Assam 
agitation and later from the rise of ULFA, 
the Bodos and Karbis also began raising 
the question of their identity in Assam and 
floated different militant groups for achiev¬ 
ing their goals. 

Tlie authoritarian and corrupt rule of 
Hiteshwar Saikia brought regional, ethnic 
and left parties together on die eve of the 
general elections in 1996. The leaders of 
AGP, who had by then become more 
pragmatic, entered into an alliance with 
CP! and CPI(M), which they had branded 
earlier as Bengali parties. Understanding 
the significance of minority votes, they 
wooed the Mu-slim community and won 
the support of the United People’s Party 
of Assam (UPPA). The.se political adjust¬ 
ments brought AGP back to power in the 
as.scmbly elections in 1996. 

The AGP, which as.sumcd power for the 
.second time, gave up much of its militant 
ihetoric. Despite AASU'sdcmandfor repeal 
of IM(DT) Act, the AGP avoided taking 
any drastic action that would invite the ire 
of the minorities. Although many of their 
leaders earlier had close contacts with 
ULFA,gradually AGPdistanced itself from 
the militant outfit. It even co-operated 
with the Indian anny's operations against 
the ULFA. At the centre, AGP became a 
partner in the United Front government. 

However, when it came to administra¬ 
tion, its performance fell far short of the 
expectations of the people. Due to ram¬ 
pant corruption, continuing militancy and 
diversion of huge funds for maintenance 
of the armed forces, Assam virtually 
became bankrupt. It is now not in a po¬ 
sition to regularly pay its employees' sala¬ 
ries. It could not tr^e up any develop¬ 
mental activities worth mentioning. No 
new industries could be established in the 
state because of the activities of the militant 
group.s.BccauseofthesefailMres,’theAGF 
has gradually started losing support even 
among the Assamese masses. Because ol 
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AGFstacitsuppoit to die army operations 
and also because of its alleged support to 
the surrendered ULFA (SULFA) militants, 
the ULFA turned against the AGP. Even 
members of AASU and other influential 
non-political organisations of the 
A.ssatnese people became highly critical 
uf the performance of the state government. 

It is against the background of what is 
happening to the AGP that we need to 
examine the growth of BJP. Although the 
BJP did not initially get the support of the 
.Assamese Hindus, as early as in 1991, it 
could make a dent into the Bengali domi¬ 
nated Barak valley region, where it won 
parliamentary seats from Silchai and 
Karimgunj constituencies. In the Barak 
valley, the influx of a large number of 
Bengali Hindu refugees following the 
partition and the presence of a sizeable 
Muslim population had created the social 
base for communal politics long back. 
However, it was only during the Ram 
Janmabhoomi movement, which coincided 
with the anti-Bengali riots in the north- 
cast, that the BJP could gain considerable 
clout among the Hindu Bengalis in the 
Barak valley. In the state assembly elec¬ 
tions in 1996 also the BJP won seats from 
the Bengali dominant region. During this 
pericxl the BJP improved its vote share in 
other regions as well. 

However, the real breakthrough for the 
B J P i n the Brahmaputra valley came during 
the 1998 parliamentary elections, when its 
election manifesto offered an attractive 
package to the whole of the north-east. 
The manifesto spoke of the dangers uf 
illegal migration and vowed to take steps 
to intercept illegal infiltrators and detect 
the already settled immigrants and delete 
their names from the voters’ list. It pro¬ 
mised to repeal the IM(DT) Act and 
strengthen the existing immigration laws 
and rules. It talked of national regi ster and 
identity cards for all legal citizens. Thc.se 
promises went very well with the Assamese 
middleclass Hindus,especially in the urban 
areas. 

In the next parliamentary elections in 
1998, although BJP could win only from 
Silchar, its vote share in the state increased 
to 24.5 per cent. The AGP’s failure to win 
even a single seat in the 1998 parliamen¬ 
tary elections gave an indication of things 
to come. But the intellectuals by and large 
ignored the new alignment of forces tak¬ 
ing place iir the state. The AGP explained 
its failure by blaming the ULFA, which 
had given a call for die poll boycott and 
prevented the citizens from voting in the 
AGP-dominated areas. After the parlia- 
l|ftientaiy elections, when the BJP-led 
National Democratic Alliance(NDA)came 
to power at the centre, the AGP hesitated 
to join the NDA due to the fear of losing 
the minority votes. The AGP had to pay 


a heavy price for this strategic mistake. 

After the NDA came to power at the 
centre in 1998, the BJP national leader¬ 
ship started giving special attention to 
Assam. The prime minister and the home 
minister visited Assam and promised to 
take measures to check immigration and 
sanctioned about Rs 90 crore as special 
assistance from the central government. 
The Assam governor. Lt Gen S K Sinha 
also took certain initiatives that won the 
appreciation of the Assamese elite. On 
November 8, 199,S, he sent a 42-pagc 
report to the home minister, wherein he 
mentioned that illegal infiltration into 
Assam had changed the demographic 
pattern of the state and posed a grave threat 
to both the identity of the Assamese people 
as well as the .security of the nation. He 
expressed the fcarthui the large-scale influx 
uf Bangladeshi nationals may lead to the 
demand for the merger of certain areas of 
A.s.sam with Bangladesh. He recommended 
repeal of IM(DT) Act and sought a prac¬ 
tical and expeditious approach to detect¬ 
ing illegal immigrants and declaring them 
stateless citizens without voting rights and 
without right to acquire movable property. 

Although the report appeared an impar¬ 
tial as.se.ssmcnt of the ground reality, its 
communal character liccame evident when 
the governor, like a BJP member, pointed 
his finger only at Muslim immigrants and 
blamed political parties of appeasing the 
Muslims for electoral gains. The report 
was welcomed by organisations like 
AASU, which have been advocating stern 
action agaiast illegal immigrants. I'hehome 
minister promi.sed to take appropriate 
actions to check inimigration. In the par¬ 
liament, the BJP leaders chose to maintain 
silence on i.ssues that embarrass the AGP 
such as the question of Bodos or human 
rights violations. Without antagonising the 
AGP directly, the BJP leaders attempted 
to win over the traditional mass base of 
AGP to its side, wherever ncces.sary, by 
appropriating some of AGP’s demands. 

The collapse of NDA government at the 
centre in April 1999 generated mixed 
reactions in A.ssam. Although a section of 
the minorities felt happy, the way the NDA 
government fell generated .some sympathy 
for Vajpayee among the urban middle 
class Hindus. Tlie Kargil conflict, which 
claimed the lives of some soldiers from 
Assam also, a surge of patriotism .swept 
Assam to the dismay of the ULFA, which 
had always believed that the people of 
Assam had nothing to do with the Indian 
nation. Following the bomb blast at New 
Jalpaiguri railway station on June 22, which 
left ten dead including two army jawans 
on their way to Kargil, the Indian army 
blamed ULFA for joining hands with the 
ISI. This misadventure brought disrepute 
to the ULFA and alienated it from the 


masses, which were already tired of de¬ 
structive activities of different militant 
outfits in Assam. Tlie Kargil conflict helped 
the .state BJP leaders project Vajpayee as 
a national hero capable of dealing with 
infiltrators. 

The issue of Muslim minorities is a very 
sensitive one in A.s$ani. There are over 70 
lakh Maslims in the state. As they con¬ 
stitute about one-third of die total voters, 
the Muslim votes is crucial in every elec¬ 
tion. For long the Congress Party u.sed to 
enjoy absolute monopoly over the mino¬ 
rity votes in the state. But the Assam 
agitation, which intensified their fears and 
insecurity, compelled the Bengali Mus¬ 
lims to support minorities parlies like 
UnitedMinoriticsFroiil(UMF)andUPPA. 
Even today those minorities parties enjoy 
considerable clout over the Muslim popu- 
lution in several a.\scmbly segments and 
arc capable of becoming kingmakers. Al¬ 
though the AGP came to power primarily 
with the support of the caste Assame.se 
Hindus, it later saw the significance of 
the minority vote. Like the Congress Party, 
it started parleying with the minority 
parties. 

The political advantage that the Mus¬ 
lims enjoy in the state has become an 
eyesore to Hindus who are apprehensive 
of Muslims dominating Assam one day. 
Taking advantage of such fears and sus¬ 
picions, the BJP sought to consolidate the 
Hindu vote bunk in the state. Since the 
days of Ram Janmabhiwmi movement, it 
started wooing the Hindu voters with ils 
overt communal slogans. Although it was 
the Bengali Hindus in the Barak valley 
who first responded to the BJl*’s over¬ 
tures, with the AGP engaged in making 
efforts to appease the Muslims, the caste 
Assamese Hindus also gradually started 
turning the BJP. 

Thc.se developments worried the lead¬ 
ers of AGP. il was at this point that the 
dates fur parliamentary elections were 
announced. Coinciding with this an¬ 
nouncement, the news of arrest of many 
ISl agents with bags full of RDX expio 
si ves was reported in different puns ul me 
country. In Assam also the security forces 
claimed that they busted the ISl network 
and arre.stcd four top ISI men and 27 other 
agents. 

The regional press came out with reports 
about the prc.scncc of overa dozen Islamic 
groups, aided and abetted by the LSI. It was 
reported in the press that the job of these 
groups was two pronged - first, to spread 
fundamentalist works and prepare the 
immigrant Muslims foi pan-lslamisation 
of the entire region from Nagaon to Barak 
valley, and then to ferment major troubles 
in the region for which army hud to be 
rushed in from the outside region, result¬ 
ing in lowered prc.sence of armed forces 
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in Jammu and Kashmir. Ignoring the 
violent and destructive activities of the 
ULFA and other visible militant outfits 
working in the state for the moment, the 
regional press started publi.shing stories of 
doubtful veracity about several Islamic 
organisations, who.se names were unknown 
to the majority of Muslims in Assam. In 
the aftermath of the fallout of the Kaigil 
contlict, such reports attained con.sider- 
able significance in As.sam. 

As AGP realised that it could not .suc¬ 
ceed in getting the minority votes, it was 
compelled to make efforts to stop further 
erosion of its traditional Assamese Hindu 
votes. Hence as a last ditch effort, it tried 
to take advantage of the threats posed by 
the so-called ISI activities. None other 
than the chief minister of A.ssam, Prafulla 
Kumar Mahanta, presided over the press 
conference to announce the busting of the 
ISI network. He publicly alleged that 
‘madrassas*, Muslim religious schools, in 
the border districts of Assam were playing 
an important role in recruiting Muslim 
youth for ISI-sponsored organisations. 
Knowing fully well the impact of such 
.statements on the Muslims, the CM chose 
to gamble in the hope of winning Assamese 
Hindu votes. Instead of benefiting the 
AGP, the CM’s .statement on alleged ISI 
activities in the state, went in favour of 
the BJP. 

The state BJP president wasted no time 
in announcing to the public that it was 
precisely what the BJP had been caution¬ 
ing the people about all those years. Saying 
that the AGP realised the truth very late, 
he declared that the rise of Islamic 
organisations in the state was the global 
plan of Muslim fundamentalism. Saying 
that it was not a petty party matter, he made 
an appeal to the people to rise above party 
politics and fight for their own survival. 
Such highly exaggerated statements and 
reports against so-called ISI activities and 
the projection of madrassas as ISI training 
centres had polarising effects. On the one 
hand, they helped in galvanising Hindus 
in support of the BJP, and they compelled 
the minorities on the other, i c, Muslims, 
to rally behind the Congress Party. 

Perhaps at no point of time in Assam 
politics were the common voters so 
polarised along communal lines. In the 
recent parliamentary elections the Con¬ 
gress Party managed to retain its earlier 
tally of 10 seats mainly because of minor¬ 
ity votes. The BJP had to lose its .seat in 
Silchar parliamentary constituency due to 
the shifting of minority votes to the Con¬ 
gress. But the BJP could make up for its 
loss in the Barak valley. It also made a 
dent into Brahmaputra valley for the first 
time by winning the prestigious Guwahati 
and Nagaon seats. By increasing its per¬ 
centage of vote polled from 24.5 per cent 


in 1998 to about 30 per cent in 1999 
elections, it emerged as the main rival to 
the Congress in almost all constituencies. 

The AGP was the worst victim of such 
a polarisation - it could not regain the 
support of the ca.ste Assamese Hindus as 
it expected, and at the same time it also 
lost the limited support it had had among 
Muslim voters. Even the former president 
of AASU, Sarbananda Sonowal, who 
contested from Lakhimpur coastituency 
failed to win. As the citizens voted in large 
numbers de.spite the ULFA’s call for poll 
boycott, the AGP cannot blame the ULFA 
for its miserable performance in the elec¬ 
tions this time. Parties like CPI, CPI(M) 
and UPPA, which chose to ally with the 
AGP, also lost. The recent parliamentary 
elections in Assam disprov^ the popular 
belief that regionalism and identity poli¬ 
tics would continue to dominate the poli¬ 
tics of north-east India. The elections put 
the first nail in the coffin of regional poli¬ 
tics that dominated Assam for about two 
decades. The performance and the failures 
of AGP government showed the people 
that there was nothing inherently progres¬ 
sive about regionalism or regional parties. 
It also became evident to the Assamese 
people that stressing on one identity in a 
multinational and multi-ethnic state is 
bound to provoke many other competing 
identities and ultimately work against the 
very people who had set the process in 
motion. Far from protecting and promot¬ 
ing the interests of the A.ssamese people, 
the so-called anti-foreigners movement in 
Assam only provoked other linguistic, 
religious and ethnic identities, making it 
difficult for the AGPgovemment to handle 
those multiple contradictions. 

As most leaders advocating regional or 
identity politics fight basically within the 
system and not against the system, they 
tend to get co-opted in the system sooner 
or later. The AGP leaders proved to be no 
exception to the rule. It is not only that 
they became corrupt and inelTicient, they 
also showed themselves opportunists 
capable of using religion for electoral gains. 

The ULFA also has bitter lessons to 
learn from the elections. The Assamese 
masses may have some respect for ULFA 
leaders forthcirsincerity and commitment 
to the cause of Assam, but they are clearly 
not with the ULFA on the question of 
secession from the Indian union. A ma¬ 
jority of the people in Assam are turning 
against the mindless violence resorted to 
by different militant outfits in the state in 
the name of identity and autonomy. They 
are looking for peace and progress, and 
the slogans and appeals for .sovereign 
Assam do not appeal to them any more. 
After the state came under the unified 
command structure, ULFA had to suffer 
heavy casualties and losses in the pa.st two 


years. The intensification of conflict be¬ 
tween ULFA and SULFA militants has 
also weakened the ULFA considerably. 
That ULFA is fighting a losing battle 
became clear in the recent elections, where 
despite its call for poll boycott, people 
came out in large numbers both in the 
urban and rural areas to exercise their 
franchise. Had the left parties been con¬ 
scious of the changing trends, they could 
have united ail sections of the people and 
lead democratic struggles against both 
central and state governments for the de¬ 
velopment of Assam. But steeped in 
opportunist parliamentarian politics, the 
CPI and the CPI(M) aligned themselves 
with the AGP and alienated themselves 
from the masses. It was against this back¬ 
ground that the BJP rose as a force in 
Assam politics. 

To sum up, certain historical and demo¬ 
graphic prerequisites for the rise of Hindu 
communal force, like BJP, were already 
existed in Assam. But it took SO years for 
it to emerge as a strong force in die state’s 
electoral politics. It was in the Barak valley 
region, where the Bengalisconstituteabbut 
70 per cent of the total population, that 
the BJP first got a foothold thanks to the 
failure of the Congress and the left parties 
to uphold secular politics. 

In the Brahmaputra valley the predomi¬ 
nance of contradictions between the two 
dominant nationalities, i e, the Assamese 
and the Bengalis, had prevented the 
communalisation of politics all these years. 
But nationality struggles led by the bour¬ 
geois and petty bourgeois elements cannot 
remain consistently progressive. Once the 
A.ssamese caste Hindus and the rising 
bourgeois sections in Assam realised that 
the AGP, once supported and propelled 
by them, could not deliver the goods, they 
did not mind looking for alternatives. 

The BJP, which promised to check il¬ 
legal immigration and declare Bangladeshi 
refugees as stateless citizens did appeal to 
the Assamese elite. Once they realised that 
regional and secessionist politics do not 
benefit them, they did not hesitate to turn 
to the BJP, which has improved its image 
considerably among the people in Assam 
after the Kargil conflict. Pre.ss reports about 
ISI activities in Assam also did create a 
sense of fear and insecurity among Hindus 
§f Assam, forcing them to look towards 
the BJP which, they felt, is the only party 
capable of acting tough with the terrorists 
and the infiltrators. 

Thus with majority of caste Bengali and 
caste As.samese Hindus turning to the BJP 
and the Muslims and other minority groups 
rallying behind theCongress Party, Assam 
state is now set for yet wother political 
experiment, perhaps, with more disastrous 
consequences ahead for the sute as well 
as the people. 
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The Courts and Sachchi Ramayana 

Prasbant Komar 


In January 1971 ajull bench of the Allahabad High Court had 
quashed the ban imposed by the UP government on the English and 
Hindi editions of Periyar E V Ramasamy’s book on the Ramayana 
The high court’s order was upheld by the Supreme Court in 1976. 
However, in September this year, the Lucknow bench of the 
Allahabad High Court has, in an interim order on a public interest 
petition, taken the opposite position on EVR’s hook. 


BANNING of books in modem demo¬ 
cratic societies has always been a matter 
of serious concern for it amounts to an 
infringement on the citizen’s fundamental 
right to freedom of expression. That the 
forfeiture, by a recent high court order, of 
two booklets, Sachchi Ramayana written 
by Periyar E V Ramasamy (EVR) and 
Brahmanvad Se Bacho by Buddh Shamn 
Hesh. was reported quite enthusiastically 
in a section of the local pre.s.s while the 
question of merits of the blank order was 
totally ignored by a passive public, there¬ 
fore, speaks volumes for the anomy in our 
intellectual and social life. 

The interim order of restrictions on the 
publication, sale and display of the book¬ 
lets in question impo.sed by the Lucknow 
bench of the Allahabad High Court on 
.September 1, 1999 in connection with a 
public interest petition filed 12 days earl ier 
does not attempt to justify the step or its 
immediacy. It would perhaps be pertinent 
to mention here that the Supreme Court 
has stated in regard to the forfeiture of a 
book that “An order may be brief but not 
a blank”. 

Appreciating the gravity of such a 
measure, our law-makers laid down in 
Section 96(2) of the Criminal PriKcdurc 
Code (CrPC) that forfeiture cases should 
“be heard and determined by a Special 
Bench of the High Court compo.sed of 
three judges”. Even in the apex court, .such 
cases are decided by a full bench. But the 
case in question has been handed over to 
a division bench. 

Moreover, the apex court has opined 
that such cases should be handled with 
“governmental wisdom overseen by 
judicial review”. This perhaps means that 
the court should refer forfeiture cases to 
the government for contemplation of 
possible action after due investigation and 
only then the governmental action should 
be reviewed by the court. 

Obviously.tiwmoreimportantofthe two 
booklets is EVR’s Sachchi Ramayana, a 
trenchant critique of the popular Hindu 
epic which, the pefttioner pleads, is likely 


to hurt the .sentiments of Ram 'bhaktas' 
across the country. 

EVR (1879-197.1) - a freedom fighter, 
a convinced athci.st, a socialist propa¬ 
gandist, a prohibitionist and u social 
reformer who fought fiercely against un- 
touchability. ramindari, money lending, 
women's dcgruduiion, Hindi imperialism. 
Congress nationalism and Gandhian 
brahmanism - was a towering figure of 
the Oravidian and the rationalist move¬ 
ments in the .south. He founded the 
Kudiyarasu (Republic) newspaperin 192.S. 
Self-Respect League in 1926, revived 
Justice Party in 19.18, began converting 
non-brahmin organisations into Dravidar 
Kazhagam in 1941 and remained an 
indefatigable social activist till his death. 

Way back in December 1969, the then 
Uttar Pradesh government had imposed a 
ban on both the English and the Hindi 
editions of EVR’s same lOO-page booklet 
under Section 99 A (now 95 (1) and 95 
(2)1 of the Cr P C. The government oidcr 
was quashed by a full bench of the 
Allahabad High Court in January 1971. 
The majority judgment delivered by Ju.stice 
A K Kirty said that the impugn^ order 
could nut be sustained because the state 
government had failed to state the grounds 
of its opinion. And. more importantly, the 
high court added that it could not ‘fill in 
the lacunas” for it was not suppo.sed to 
“arrogatp to itself the function and power 
of the state govomment". 

Justice Kirti also .stated that “it has not 
been po.ssiblc for us to hold that the said 
matters (contained in EVR’s booklctl can 
be said to outrage the religion or religious 
beliefs of all the persons who came within 
the fold of Hindu rcligion...itFi^ay be that 
the author, who originally wrote the book 
in Tamil, was merely attempting to bring 
to the notice of the Tamil Hin^ that a 
great wrong has been done to them by 
deriding and vilifying the people living in 
the southern India and by extolling and 
glorifying Ram Chandra, Seeta and others 
who had gone from the northern India lo 
the south. In fact, the object of the Iniok 


might have been only to ventilate 
grievances or the supposed grievances of 
the Dravidians against the Aryans.” 

“This might” continued Justice Kirti, 
“have a considerable bearing on the 
question as to whether the author or the 
translators of the original book were 
actuated by deliberate or malicious inten¬ 
tion of outraging the religious feelings of 
any particular section of the Hindus.” 

The UP government then appealed to 
the Supreme Court which upheld the High 
Court order in September 1976. The 
judgment of the apex court delivered by 
Justice V R Krishna Iyer is enlightening. 

Forfeiture of a book for penal offence, 
asserts Justice Iyer, “is a serious matter, 
nut a routine act to be executed with un¬ 
concern or indifference”. Quoting thinker 
after thinker and judge after judge in 
defence of dissidence, he introduces us to 
Ixird Sumner who says in his famous 
judgment (Bowman versus Secular SiKicty 
Ltd 1917): "The words, as well as the acts, - 
which tend to endanger society differ from 
time to timc...in the present day. meetings 
or proccs.sions are held lawful which a I SO 
years ago would have been deemed 
seditious and this is not becau.se the law 
is weaker or has changed but because the 
times having changed, society is stronger 
than before, hi the present day, reasonable 
men do not apprehend the dissolution or 
downfall of society because religion is 
publiely assailed.” 

The first English translation of EVR’s 
booklet appeared in 1959 and the first 
Hindi edition in 1968. What danger has 
it posed to public peace in the past three 
four decades? And what violation of puhlic 
order is feared in future if the hiKikleis 
remain in circulation? Unless, of course, 
the orthodox status-quoists arc bent upon 
committing it. 

Justice Iyer rightly concludes; “India is 
a land of cultural contraritics, coexistence 
of many religions and anti-religions, 
rationalism and bigotry, primitive cults 
and materialist doctrimes. The conipxl 
sions of history and geography and ihc 
a.ssault of inixlem science on the rcii '■ ntmg 
forces of medieval ways...have iisulc large 
and liberal tolerance of mum‘*l criticism, 
even though expressed m intemperate 
diction, a necessity i>< bic. 

“Qpverninenls. -uc confident’, adds 
Justice Iyer on l>c)iall of the full bench, 
“will not acf in liubris, but will weigh these 
hard fiurts «l our s(x;iety while putting into 
operation the harsh directives for 

forfeiture”. 

With the order of the Lucknow bench 
of the Allahabad High Court, EVR’s 
controversial critique of the Ramayana is 
once again under scrutiny. 
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election 1999 

Bihar: Change of Course Indicated 
for RJD 

InduSlnha 


The voters of Bihar expressed themselves against the political 
arrogance afflicting the state. Yet Rashtriya Janata Dal chief Laloo 
Prasad Yadav can still regain the confidence of the people of the 
state if he does some deep introspection and corrects himself. That is 
the signal sent out by the results of the Lok Sabha election in the state. 


ONCE it became known in the wake of 
the Lok Sabha election in Bihar that 
although the Rashtriya Janata Dal (RJD) 
had lost in terms of seats it had ‘gained’ 
in terms of vote share, party chief Laloo 
Prasad Yadav decided to revive his populist 
tactics, evidently with an eye on the coming 
election to the state legislative assembly. 
The assembly election is due early in 2000. 
Most striking in the context of the renewed 
RJD tactics was the announcement that 
the .state government would buy land for 
distribution among the landless. 

Laloo Prasad seems to be unaware of 
the strong feeling of betrayal the masses 
of Bihar nurse after having given him for 
about a decade the opportunity to secure 
for them social justice, development, 
employment and a relatively crime-free 
society. The reduction of the RJD’s strength 
in the Lok Sabha to a meagre seven scats, 
and the defeat of its ‘charismatic’ leader 
himself in the Madhepura constituency, 
suggest that the voters of Bihar expressed 
themselves against the political arrogance 
ufllicting the state. 

Yet a reading of the fine print of the 
election results suggests that it is not the 
sociology of the Bihar vote ba.se which 
paid the Bharatiya Janata Party (BJP) and 
the Janata Dai (United) dividends in the 
election but the arithmetic of the alliance 
between them. The message the people 
of the state have conveyed through 
the election is that Laloo Prasad can still 
regain their confidence provided he does 
some deep introspection and corrects 
himself. 

The BJP .secured 23 out of 50 Bihar seats 
in the election, followed by the JDU with 
17 scab! - giving the alliance a total of 
40 .seats. The electoral alliance of the RJD, 
the Congress and the Marxist Co¬ 
ordination Committee (MCC) .secured only 
to seats (RJD 7, Congress 3). The RJD 
citadel in north Bihar collapsed like a 
house of cards. But the changed electoral 
mosaic does not correspond to the complex 
situation at the grass roots level. 


One of the striking features of the verdict 
in Bihar is the narrow margin of votes that 
decided the contestants’ fortunes. Twenty- 
one seats fell within the narrow margin 
range, and 20 under the moderate-margin 
range. Only in nine constituencies was 
there a big margin of votes between the 
winner and the next best performer. A 


contrast could be drawn between 
Nitish Kumar (JDU), who won by the 
narrowest margin (1,335 votes) in the 
Barh constituency, and Ramtahai 
Chaudhary (BJP), who won by the highest 
maigin (2,41,123) votes in Ranchi - dte 
only case of a victory margin of more than 
2 lakh. 

Another striking feature is lack of 
correlation between the number of seats 
won by the different formations and the 
percentage of votes secured by each of 
them (Table 2). The contra.st between the 
RJD-Congress and the BJP-JDU alliances 
is a case in point. While the RJD lost 
miserably in terms of number of seats, its 
vote share went up from 26.58 to 29.01 
per cent. The BJP, by contrast, gained in 
terms of number of seats won but saw its 
vote .share dropping from 24.03 to 22.31 
per cent. While the Congress has held its 
tie-up with the RJD responsible foi its 
poor performance, it has gained in terms 


Tabu-. 1; VirroRV Margins 


Margin Range Number of 

(No of Voles) Constitution 

— 

BJP 

Party Breakup 
JDU RJD 

Congress 

(i) Narrow 







Below 5.000 

5 


2 

1 

2 


8.000-15,000 

8 


4 

3 


1 

l5,tK)l-25.000 

8 


4 

3 


1 

(ii) Moderate 



> 




25.001-50.000 

7 


4 

1 

2 


50.001-1.00,000 

13 


6 

4 

2 

1 

(iii) High 







1,00.000-2,00.000 

8 


2 

5 

1 


Above 2,(X).00U 

1 


1* 





50 


23 

17 

7 

3 

Note: * Ranchi seal (241, 123 - vote margin). 







Table 2: Ei.fxtohal Profile (1989-99) 




Parties l‘>89 

1991 

1996 

1998 

1999 

SC .SW VS 

SC SW VS 

.SC .SW 

VS SC 

SW 

VS SC 

SW VS 

JD 37 31 36.4 

36 31 34.14 

44 22 

31.8 35 

1 

8.72 


RJD X 

X 

X 

38 

17 

26.58 35 

7 29.01 

Congress 54 4 28.01 

52 I 24.16 

54 2 

11.26 21 

5 

7.27 13 

3 8.54 

BJP 25 9 12.98 

51 5 *15.05 

32 18 

20..54 32 

20 

24,03 26 

23 22.31 

Samajwadi x 

X 

20 6 

14.45 21 

10 

15.74 


JDU X 

X 


X 

X 

24 

17 21.00 

JMM X 

8 6 4.15 

20 1 

2 48 8 

- 

2.45 13 

X 2.44 

CPI 12 4 7.93 

8 8 7.55 

7 4 

5.08 15 

X 

3.4 8 

X 7.59 

CPI-ML 11 1 - 

16 X 

20 X 

- 16 

X 

2.12 24 

x 2 84 

Note: SC - Scats contested: 

SW- Seats won: 

VS - percentage share of votes. 


Tabix 3; Lok Sabha Hixction Results (Bihar 1999) 


Party Scats Won 

1999 Election Results 



(,ain/lA)ss 

in 1998 

Seat Retained 

Seat Gained Scat l^ost 

I'otal 

since 1998 






Tally 



N C S 

N C S 

N C 

.s 

State 


JDU 11 

5 2 - 

8 2- 

- 3 

: - 

17 

(+6) 

(SAM+JD) (10+1) 







BJP 20 

1 4 9 

6 1 2 

1 - 

2 

23 

(+3) 

RJD 17 

2 - - 

2 2 1 

12 3 

- 

07 

(-10) 

Congre.s$ 5 

- 1 - 

- 1 1 

2 •• 

2 

03 

(-2) 


Note: N - north Bihar, C - central Bihar: S - south Bihar. 
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of vote share (!.25 percentage points). 
The JDU ha.s gained the most (6 seats), 
but it has lost the most in terms of the vote 
share (close to 3.5 percentage points). The 
compadson is to the 1998 performance in 
Bihar of the Samata Party and the Janata 
Dal put together. The performance of the 
Jharkhand Mukti Morcha in both terms is 
constant, with a vote share of 2.45 per 
cent. Within the left, while the vote-share 
of the CPl-ML (Liberation) went up from 
2.12 to 2.84 per cent, the CPI has declined 
from 3.4 to 2.59 per cent. 

A more reaii.stic position would emerge 
if the vote shares obtained by different 
parties are viewed in relation to the number 
of .seats they contested. The RJD has been 
a major gai ner in terms of the ratio between 
the number of seats contested and 
percentage vote share: 38:26.58 in 1998 
and 35:29.01 in 1999. The BJP has also 
been a major gainer, with ratios of32:24.03 
(1998) and 26:22.31 (1999). The Congress 
has achieved yet better gains, with ratios 
of 21:7.27 (1998) and 13:8..54. The JDU 
stands as the best gainer, with ratios of 
56:24.46 (Samata plus JD in 1998) and 
24:21 (in 1999). Within the left, while the 
CPI stands as a gainer by this criterion, 
with ratios of 15:3.4 (1998) and 8:2.59 
(1999), ‘Liberation’ stands as a loser, with 
ratios of 16:2.12 (1998) and 24:2.84 
(1999). 

Lok Sahha electoral profile (Table 2) of 
the parties over the last decade shows 
striking results. For instance, while the JD 
splits of 1996 and 1998 helped the total 
vote-base of the ‘s(x:ial justice parties’ 
expand, they reduced their joint tally of 
seats until 1998. The merger of the Samata 
Party and the JDU in 1999 proved to be 
negative from the vote share point of 
view but po.sitive from the point of view 
of seats won. 

The BJP electoral graph has been rising 
consistently with a steady expansion of its 
vote base from 12.5 per cent in 1989 to 
24 per cent in 1998 and a rise in the number 
of scats won from 9 (1989) to 20 (1998). 
In 1999 it rose further in terms of seats 
won but stagnated in vote share terms. The 
traditional left has lo.st out in both terms 
over this decade, and the revolutionaiy left 
has been struggling veiy hard to sustain 
its identity. 

If the movement of the combined vote 
base of the Janata Dal and its splinters is 
obscrvctl through the whole process of 
unity-divisions-reunity over the 1989-99 
decade, it shows that this ‘stx:ial justice’ 
vote base has expanded in totality. 
Now at the thrc.shold of the 21st century. 
50 per cent of the total vote base still 
represents the social justice’ faction of 


Bihari society. This base was only 36 per 
cent in 1989. It went up to about 46.25 
(JD plus Samata) in 1996 and 51 percent 
(RJD plus Samata plus JD) in 1998. In 
1999 this is 50 per cent (RJD plus JDU). 
It is such facts that suggest that the BJP- 
JDU triumph of 1999 owes more to 
electoral arithmetic than to the sociology 
of the vote base. 

The BJP-JDU alliance bagged 20 out of 
24 seats in north Bihar, the rest having 
been secured by the RJD. In central Bihar 
it won nine out of 14 seats, four going to 
the RJD-Congress alliance (two each). In 
south Bihar the BJP bagged 11 out of 14 
and the RID and the Congress secured one 
each. A breakup of the seals won by the 
BJP-JDU alliance shows that it is the former 
party which emerged dominant, as in 1998, 
in the south, while the two parties shared 
the substanti.'il victory in the north. While 
die RJD citadel has been substantially 
captured by the JDU, the RJD has made 
a dent in the BJP’s citadel in the south 
securing the Chatra .seat. 

Of 50 seats 26 proved change-sensitive 
(against 32 identified as change .sensitive 
by the local media before the election) - 
16 in north Bihar, six in central Bihar and 
four in the south. Of the 10 north Bihar 
seats in this category eight went to the 
JDU, six to the BJP and two to the RJD; 
out of six in central Bihar, two went to 
the JDU, one to the BJP, two to the RJD 
and one to the Congress. In south, two 
went to the BJP and one each to the 
Congress and the RJD. 


The CPI and the CPI-ML (Uberttion) 
repeating their disnud performance of 
1998, lost ail die 33 (9^24) seats they 
contested. Women and Muslims have been 
deprived of their due representation this 
time. Out of 13 female nominees (22 in 
1998) of the RJD, the Congress, the BJP, 
the JDU and Liberation only four could 
make it to parliament (BJP 2. RJD 1, 
Congress 1). Out of 13 Muslim nominees 
(22 in 1998) fielded by the two main 
coalitions and Liberation only three won 
(RJD 2, BJP 1). Tariq Anwar, the 14th 
Muslim candidate (representing the 
Nationalist Congress Party) lost in Katihar. 
The forward-backward conflict within the 
Muslim community surfaced for the first 
time just before the election as only two 
of the 14 candidates represented the 
backward segment. This time Muslim 
representation was completely neglected 
by the JDU. The Samata Party and the JD 
togetherhad fielded nine Muslim nominees 
in 1998. 

It is being argued that the (Muslim- 
yadav) equation of the RJD has crumbled: 
Yet the fact remains that two of the seven 
RJD winners are Muslims. The only 
backward Muslim candidates were 
nominated by the RJD. It appeare more 
valid toarguc that while theyadavsehanged 
sides en masse in favour of the JDU, the 
Muslims have still retained their faith in 
the RJD. 

[This article was wriiten before the electonti 
contests in four constituencies were held on 
October 28 last.) 
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election 1999 

Uttar Pradesh: Samajwadi Party 
Holds Ground 

SG,RR 

Contrary to the prediction that the Samajwadi Party will meet its 
Waterloo in the general elections, the party has improved its tally in 
Uttar Pradesh considerably. Yet, given the continuing social churning 
in the state, the OBC solidarity in favour of the SP, as exhibited in 
the Lok Sabha polls, could well turn out to be ephemeral. 


WHEN the Samajwadi Party (SP) changed 
tack after the collapse of the Bharatiya 
Janata Party-led government earlier this 
year and decided it would not back a 
Congress-led government, there was a 
scramble to write the party’s obituary. 
The SP supremo Mulayam Singh Yadav’s 
critics said this step - which had ensured 
the continuance of a BJP-led caretaker 
government at the centre as well as that 
of a BJP-led coalition in Uttar Pradesh 
(UP) - would so alienate Muslims in the 
state that his party would be decimated 
whenever the next elections were held. 
Yadav's detractors also stressed that he 
had spared no opportunity - all through 
1998 - to entreat the Congress to try and 
form a government at the centre. 

His supporters, on the other hand, said 
that if he had backed a Congress-ied govern¬ 
ment, it would have led inevitably to an 
electoral arrangement with that party which 
would not have been in the interest of the 
SP; as this would have resulted in the 
Muslims, who were presumed to be no 
longer hostile to the Congress, shifting their 
allegiance to the latter since it stood a 
better chance of leading a government at 
the centre. Of course, they also pointed to 
the Congress' s declaration at Panchmarhi, 
where the party decided it would go alone, 
and virtually declared war on the two 
yadavs-Mulayam Singhand Laloo Prasad. 

Kalyan Singh Factor 

Meanwhile, in UP, the Kalyan Singh 
government was growing increasingly 
unpopular. It had failed to check the 
spiralling crime graph (there were even 
day-light murders involving relatives of 
senior police officials in Lucknow), its 
patronageof hoarders and blackmarkeieers 
(the synthetic milk scum was a cla.ssic 
case) hit the common man, and primary 
school teachers, class III and IV employ¬ 
ees were unhappy with the government’s 
policies towards them. 

Not just that, Kalyan Singh, a backward 
caste lodhi rajput, was perceived as a 


‘patron’ of the OBCs by the upper ca.ste 
brahmins, thakurs and banias - the BJP's 
core political base. They alleged that his 
‘pro-backward caste bias’ was manifest in 
awarding of government contracts to the 
newly rich lodhi rajputs as well as in his 
efforts to enhance their representation in 
government jobs. The periodic spurts in 
di.ssidcnt activity against Kalyan Singh 
were spearheaded by upper ca.stc leaders 
such as Devendra Singh Bhola (a thakur). 
Rajesh Pandey and Ravindra Shukla (both 
br^mins) and Sushila Aggarwal (a bania). 

It is against this backdrop that the .simul¬ 
taneous collapse of the United Front and 
the decisive victories of the Congress in 
the assembly elections in Delhi, Raja.sthan 
and Madhya Pradesh in late 1998 .seemed 
to presage a movement towards a bipolar 
polity. Yet. in the end, far from being 
annihilated, the SP actually increased its 
tally to 26 from the 20 it had won in 1998, 
despite a marginal decrease in its vote 
share. The Bahujan Samaj Party (BSP), 
too, increased its tally from four to 14 
scats. Indeed, despite the widespread belief 
that the upper castes would ‘logically’ 
shift from the BJP to the Congress and, 
as a corollary, the Muslims and the dalits 
would follow suit. It was the SP - and the 
BSP - which benefited more from the 
unpopularity of the Kalyan Singh govern¬ 
ment and the caste divide within the BJP. 

The key to the succc.ss of the SP as a 
party - not its candidates, for 10 of the 
20 sitting MPs lost their seats while an¬ 
other 16 won new seats - lay in four 
factors: one, the Muslims voted ‘tacti¬ 
cally’ -backing the candidate most likely 
to defeat the BJP-led combine - which 
meant that the SP, which stood second in 
38 constituencies in 1998, stood best placed 
to reap this benefit. Two, the fact that 
Kalyan Singh was under almost constant 
attack from the brahmins and thakurs in 
his party caused enough disquiet among 
those OBCs, who had been traditionally 
voting for the BJP, to shift their loyalties 
to the SP. This feeling of uncase fuelled 


speculation - obviously instigated by 
Kalyan Singh’s detractors - that he would 
be asked to quit after the elections. Three, 
the Congress, which polled just 6 per cent 
in the elections in 1998 and secured over 
15 per cent of the vote in merely eight 
constituencies, was in no position to take 
advantage of the entire dissatisfaction 
against the BJP government. 

Lastly, Mulayam Singh Y adav's aggres¬ 
sive campaign and his never-say-die leader¬ 
ship. too. played a role. When, in the run¬ 
up to the polls, media reports suggested 
a ‘tacit’ understanding between the SP and 
the BJP aimed at thwarting the Congress’s 
attempts to stage a comeback, Mulayam 
Singh Yadav immediately took to the 
streets. Far from being on the defensive, 
he attacked the Congress frontally for 
‘betraying the minorities' on several oc¬ 
casions in the past. He said that the Con- 
gre.s.s. by opening the locks of the Babri 
masjid in 1996 and facilitating the 
shilanyas puja in 1989, had furthered the 
BJP-RSS combine’s Ayodhya agenda. He 
also stressed that some of the worst com¬ 
munal riots had taken place in UP under 
Congress rule. If this part of his campaign 
was aimed at making the Muslims once 
again question the Congress’s secular bona 
fidcs, he also sought to put the Congress 
and the BJP in the same slot by suggesting 
that both parties were c.sscntially ‘urban, 
pro-capitalist’ parties with an ‘inborn an¬ 
tipathy’ towards the peasantry. He recalled 
that jat leader Charan Singh's pro-rural 
movement had been a reaction to this 
aspect of the Congress. He claimed that 
he was the genuine inheritor of Charan 
Singh's political legacy, aclaim buttre.s.scd 
by the fact that Charan Singh’s son, Ajit 
Singh, had teamed up with the Congress 
for the elections. 

For the non-yadav OBCs - who had 
earlier resented Mulayam Singh Yadav’s 
excessive patronage of the yadavs - the 
pea.sant-oricntcd idiom of his speeches, 
coupled withthcgniwingbeliefthat Kalyan 
Singh did not have much of a future in 
the BJP (as has been proved by the recent 
removal of Kalyan Singh us chief inaiistcr 
and his replacement by an upper caste 
person), and the rcali.satiun that the Con¬ 
gress was as much of an upper caste party 
as the BJP, the SP - and in some ca.ses, 
the BSP - seemed to be the only ‘mandar 
option with the ‘will, leadership and re¬ 
sources' to take on the upper castes and 
protect OBC interests. 

SP’S Pl RHlKMANCE 

To a.s.scss the SP's gains and lo.sscs both 
in terms of seats as well as the geographi¬ 
cal spicad of its performance, a region wise 
breakup of UP is useful: in the north-west 
arc the hill districts of Garhwal and 


Economic and Political Weekly December 4. 1999 


3419 



JVIHJHIUlIt WlllirllllMUUUlUIUI IMWI 

constituencies - Pauri Garhwal, Tehri 
Gattiwal, Nainital and Almora. Here, it is 
a direct contest between the BJP and the 
Congress because it is a upper caste- 
dominated region. Neither the SP or the 
BSP have much of a stake here except in 
the plain areas which have a sizeable 
population of OBCs, dalits and Muslims. 

The hills give way to Rohilkhand which 
starts in Bareilly at the foothills of the 
Kumaon range and stretches to Kheri, 
formerly part of the Awadh kingdom. 
Rohilkhand’s 10 parliamentary constitu¬ 
encies are: Bareilly, Rampur, Aonia, 
Amroha, Sambhai, Moradabad, Pilibhit. 
Badaun, Shahjahanpurand Kheri. The SP’s 
gains here have been uneven: in 1996, it 
won six of its 17 seats from this region; 
in 1998, it dipped to four - regaining 
Sambhai, Moradabad and Badaun and 
picking up Kheri. This time, the SP has 
added one more .seat - Aonia. 

Western UP can be divided into three 
more areas, dominated by three important 
communities, the jats, the lodhi rajputs 
and the yadavs. If the Lok Sabha 
constitiuenciesof Hapur, Meerut, Baghpat, 
Muzaffarpur, Kairana and Saharanpur are 
dominated by the intermediate peasant 
caste of jats, Hathras, Aligarh, Khuija and 
Bulandhshar is the fiefdom of the up¬ 
wardly mobile lodhi rajputs. And then 
there is ‘Brijbhoomi’ (so called because 
of the mythologiocal association with 
Krishna) which is also known as ‘Mulayam 
Singh country’ which stretches from 
Mathura, Agra, Firozabad right up to Etah, 
Mainpuri, Etawah and Farukkhabad. 

From the borders of Farukhabad and 
Kheri begins the erstwhile kingdom of 
Awadh, which covers the prestigious 
constituencies of Kanpur, Lucknow, Rae 
Bareli, Pratapgarh, Sultanpur, Amethi and 
Faizabad. In current political classifica¬ 
tion, this region is known as central UP. 

Finally, ea.stem UP, which accounts for 
.12 of the state's 85 Lok Sabha constitu¬ 
encies, is politically crucial. These include 
Gorakhpur, Dcoria, Salcmpur, Ballia, 
Ghosi, Azamgarh, Jaunpur, Ghazipur, 
Varanasi. Robcrtsganj, Mirzapur and 
Allahabad. For political convenience, 
eastern UP has a further sub-division - 
Bundelkhand, which includes Jhansi, 
Banda and Hamirpur. 

The SP picked up 12 seats in western 
UP, all from Brijbhoomi and Rohilkhand, 
and six from central UP. In Rohilkhand, 
it retained Sambhai, Badaun and Kheri. 
lost Moradabad, but recompensed the loss 
by gaining Aonia. But the SP's mo.si spec¬ 
tacular performance was in Brijbhoomi - 
not only did it retain Jalesar and Mainpuri, 
it swept the entire region to gain Agra, 
Firozabad, Etah, Etwah and Farukhabad. 
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The SP’s performance was less impres¬ 
sive in central UP where it lost three seats 

- Hardoi, Faizabad and Gonda, while re- 
tainingtwo-Mohanialganj and Kaiserganj 

- and gaining four new ones - Misrikh, 
Unnao, Barabanki and Balrampur. 

The SP’s gains in western UP arc spe¬ 
cially noteworthy because this region had 
eluded its political clasp, barring small 
pockets. Even in the assembly elections 
in 1993, when the SP’s pact with the BSP 
had led to a .social coalition of OBCs, 
daliLs and Muslims, the former had failed 
to makeadent in the western region, despite 
the numerically strong presence of dalits 
andMuslims here, thusensuring the continu¬ 
ance of BJP domination in the west UP. 

So, though the Etwah-Etah belt of west- 
central UP is known as Mulayam Singh 
country’ -he is from Jaswantnagar, a town 
adjoining Etawah - the fact is that till this 
election, the SP has never made an impact 
here because of the consolidation of the 
anti yodav vote as well as the small number 
of Muslims in the region. But this time, 
not only did the SP’s sitting MPs - Balram 
Singh Yadav of Mainpuri and SP Singh 
Baghel of Jalesar - buck the anti-incum¬ 
bency trend, the SP wrested as many as five 
seats from the BJP, including Farukhabad. 
The Farukhabad victory was seen as ‘poetic 
justice’ by Mulayam Singh Yadav, with 
not just the BJP being defeated but also 
the Congress candidate, Lousie Fernandes, 
the wife of the UP Congress president, 
Salman Khurshid, who had claimed that 
the Muslims had entirely cro.ssed over to 
the Congre-ss after deserting t he SP. Indeed, 
Louise Fernandes came third in Farukha¬ 
bad, incidentally, her husband’s home¬ 
town - even as the Congress improved its 
vote share in every one of the seven seats 
in this region, except Farukhabad. 

Sakshi Maharaj Factor and 
OBC CONSOUDATION 

If one analyses the polling pattern in the 
seats won by the SP in western UP, a major 
contributory factor was the consolidation 
of the OBC vote in its favour - perhaps 
for the first time since the pnxrcss of 
mandalisation was set in motion in 1990. 
Eastern UP had witnessed OBC solidarity 
in favour of the Janata Dal in the gener^ 
elections in 1991, but the rapid riiie of the 
yadavs in the sccio-polilical hierarchy 
disrupted t’ds unity. Other upwardly mobile 
OBCs, notably the kurmis and the lodhi 
rajputs, gravitated to the BJP. 

The 1991 trend in eastern UP was rep¬ 
licated this time in we.stem UP. Take, for 
example, Etawah - the BJP’s sitting MP, 
Sukhda Mishra, had won Uie seat in 1998 
by a margin of about 32,000 votes over 
her nearest rival. Ram Singh Shakya of 
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same in 1999, but the objective conditions 
changed. In 1998, Mulayam Singh Yadav 
had hoped diat Shakya, who belongs to 
the most backward caste of vegetable 
growers, would win on the strength of 
arithmetic. The core vote of 1,M,000 
Shakya voters added to his supposedly 
unshakeable one lakh yadav votes. But 
this calculation went awry. 

In 1999, a BJP rebel, Swami Sakshi 
Maharaj. decided to play the spoiler for 
the saffron brigade. He was the BJP’s 
sitting MPfromFaiukhabad but was denied 
a ticket ostensibly to placate the upper 
castes. Like Kalyan Singh, Sakshi Maharaj 
is a lodhi rajput. Although he .started his 
political careeras a VishwaHindu Parishad 
activist when the so-called movement to 
‘liberate’ Ram Janmabhoomi was 
launched, he, like his mentor Kalyan Singh, 
became impatient with the upper ca.ste 
stranglehold over the VHP. Later, he was 
implicated in the murder of a brahmin BJP 
MLA, Brahmdatt Dwivedi, who was also 
from Farukhabad. This, in a way. sealed 
his fate - in the Lok Sabha elections in 
1998, he barely managed to scrape through 
with the upper castes ganging up against 
him and voting virtually en bloc for the 
Congress Salman Khurshid. 

This time, the BJP - in its wisdom - 
dropped him, but Sakshi Maharaj refused 
to suffer the humiliation silently. With 
Kalyan Singh’s tacit backing, he played 
the OBC card to the hilt, and openly cam¬ 
paigned for the SP. His main planks were: 
the BJP was an anti-OBC party, Kalyan 
Singh’s future was in jeopardy, and 
Mulayam Singh Yadav was the only ‘hope’ 
forUP’snon-uppercastes. Although senior 
BJP leader K Govindacharya dismissed 
Sakshi Maharaj’s dissent as ‘inconsequen¬ 
tial’, the latter did become the focal point 
of the forward-backward caste divide 
within the BJP, apart from givingMulayam 
Singh Yadav the fillip he needed to claim 
the Mandat space in UP politics. 

The fact that a well known lodhi rajput 
leader- perceived as Kalyan Singh’s alter 
ego - advocated his cause helped Mulayam 
Singh Yadav live down his pro-yadav 
image, and facilitated the win of a can¬ 
didate like Shakya in Etawah, who was 
earlier rejected by his own caste fellows 
for being associati^ with a pro-yadav outfit. 
Shakya won handsomely with a margin of 
nearly 84,000 votes over his BSP rival, 
pushing the sitting BJP MP, Sukhda 
Mishra, to third place. 

The ‘Sakshi factor’ was also at work in 
neighbouring Etah. The BJP had been 
winning this seat since 1989, despite the 
growing feeling that the four-tiiiK MP, 
Mahadmpak Singh Shakya, was ’incom¬ 
petent’ . lliis time, too, the district admini- 
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stration’s assessment was that the BJP 
candidate would pull through only be¬ 
cause the non-yadav OBCs, who together 
outnumber the yadavs, would back the 
upper castes to edge out the SP candidate. 
Devendra Singh Yadav. But in the end, 
it was the SP which claimed this seat, too, 
winning by a margin of 53,000 votes, 
thanks to Sakshi Maharaj’s anti-BJP cam¬ 
paign. An additional factor was the pres¬ 
ence of a fomwr RSS member, Rajendra 
Singh Chauhan, in the fray. Chauhan 
fou^ton aCongress ticket, weaning away 
nearly 72,000 votes from the BJP in a 
bitterly contested election. Although the 
BSP had fielded a Muslim, Seth Sultan 
Alam - who polled 1,02,048 votes, the 
SP’s consolidated OBC base proved a 
more attractive option for the Muslims 
than the BSP’s Alam, whose dalit base 
here looked a bit shaky. 

OBC consolidation was also visible in 
a central UPconstituency, Kaiserganj. The 
sitting SP MP, Beni Pr^d Verma, is a 
Kurmi. Although Verma had been a con¬ 
fidant of Mulayam Singh Yadav from the 
socialist era, like other non-yadav OBCs 
in the SP, he had become resentful of his 
leader’s narrow, sectional approach to 
political patronage. Verma had explored 
other political options, but nothing had 
worked out. The congenitally suspicious 
Mulayam Singh Yadav gave Verma a ticket 
grudgingly in 1998 and as expected did 
not campaign for him. Verma scraped 
through narrowly with a little help from 
kurmi friends in other parties, such as 
Vinay Katiyar of the BJP who contested 
from neighbouring Faizabad. Bui in 1999, 
once Mulayam Singh Yadav’s political 
iastincts told him that the OBCs as a whole 
seemed to be rallying round his party, he 
decided to be more charitable towards 
Verma and positioned him prominently at 
his public meetings. Predictably, Verma 
won Kaiserganj for a third time. 

In eastern UP, the SP had won six seats 
in 1998 -Chail, LalganJ, Deoria, Jaunpur, 
Ghazapur and Phulpur. Of these, it re¬ 
tained only Phulpur this time, but added 
seven new seats from this region - 
Mirzapur, Maharajganj, Macchlishahr, 
Saidpur, Chandauli, Azamgarh and 
Khalilabad. In seven of these eight con- 
stituencie.s, the Muslim vote ranges be¬ 
tween eight to 14 per cent and the yadav 
vote between nine and 17 per cent. And 
in Khalilabad, where the Muslims account 
for 20 percent, the yadavs constitute about 
5 per cent. 

Of the seats the SP lost, barring Chail 
and LalganJ, which were won by the BSP, 
in the other three, it was trounced by the 
BJP. Of those it gained, barring Azamgvh, 
which it snatch^ from the BS^P, in tlw .six 
others, it defeated die BJP. Most of the 


constituencies that exchanged hands here 
were marginal seats, and a major reason 
for this was clearly the anti-incumbency 
factor against the sitting MP. 

But some of the seats merit a closer look. 
First take Phulpur, the only constituency 
that the SP retained in this belt It was one 
of the three scats in the state where the 
leadership decided to change the sitting 
MP to neutralise the anti-incumbency 
factor. But more important, in this seat, 
though the SP secured about 32,000 votes 
less than in 1998, the fact that the Apna 
Dal - a pany of the kurmi caste which has 
been voting largely for the BJP - polled 
80,000 votes more than it did la.st time, 
and the Congress’s votes increased mar¬ 
ginally ensured that the BJP, instead of 
gaining from the SP’s loss of votes, itself 
dipped by 40,{KX) votes. 

Sillin' IN Brahmin Vorii 

In Maharajganj, Macchlishahr and 
Mirzapur, a combination of the Congress 
eating into the BJP’s upper ca.sle vote, and 
the SP’s making inroads into the BJP’s 
most backward caste vote helped the SP 
win thc.se seats. Mirzapur is perhaps the 
most interesting example of its kind. Here, 
the sitting MP, the BJP’s Virendra Singh, 
had defeated the SP’s Phoolan Devi by 
52,777 voles in 1998. This time, she de¬ 
feated him by a margin of 84,476 votes. 
How didsuch adramatic switch take place? 
As S D Pathak, a local bhoomihar, told 
this correspondent, since Virendra Singh, 
a thakur, had lent support to some fellow 
thakurs involved in the murderof brahmins, 
the latter had decided to teach him a lesson 
by voting instead for the Congress’s 
ShyamdharMishrd,aweulthy carpet manu¬ 
facturer who had been a state minister in 
the distant past, thus ensuring a win for 
Phoolan Devi. The election results here 
show the accuracy of Pathak’s prediction 
-theCongress’voicsincreascdfrom 14,182 
in 1998 to 93,633 this time, thus knocking 
out the BJP. All that the SP had to do was 
to hold as to its ba.se. Even then, Phoolan 
Devi’s votes decreased by 3,000 voles. 

But if the Congress’ making inroads 
into the BJP’s upper caste votes has re¬ 
sulted in losses for the latter, equally, in 
seats where the SP lost sitting MPs, the 
Congress eating into the SP’s Muslim 
votes was partially responsible for its set¬ 
backs. In Chail, where tte SP’s votes dipped 
by a lakh, the Congress polled close to a 
lakh. This should have placed the BJP in 
a winning po.sition, but the Apna Dal 
secured about 35,000 votes, resulting in 
the BSP emerging as the winner. 

In neighbouring Allahabad, where the 
Congress’ Rita Bahuguna Joshi cut into 
the upper caste vote of the BJP’s Murli 
Manohar Joshi substantially, and even 


mote so into the Muslim vote of die SP’s 
Rcoti Raman Singh, the BJP was able to 
retain the seat. Indeed, if it had not been 
for the strong showing of the Congress 
here, the SP, which remained at number 
two, was well placed to win the seat. 
Another factor was that the CPI(M) MLA 
from Mcja - an assembly segment here 
to which Reoti Raman Singh belongs - 
decided to back the Congress. 

In Azamgarh, the reverse happened. In 
1998, the upper castes voted for the BSP’s 
Akbar ‘Dumpy’ Ahmed to easure the defeat 
of the SP’s Ramakant Yadav as the BJP 
candidate was not considered strong 
enough to take on the yadav. This time, 
Shah Aijaz Ahmed, an advocate in the 
district court told this correspondent that 
the brahmins seemed likely to rclura to the 
BJP, in which case the SP might win 
Azamgarh again. And this was precisely 
what happened. 

In short, while the SP cun feel sati.sried 
at the shift in the BJP’s upper caste vote 
towards the Congress and some of tlip 
OBC voles to itself as well os to the Apna 
Dal in some seats, it must also confront 
the dip in its Muslim vote. With the 
Muslims no longer hostile either to the 
Congress or the BSP, the SPean get Muslim 
votes only where it looks perceptibly 
stronger than cither of these two parties. 

Indeed, t^e Muslims are divided on class 
lines - while the more educated or pros¬ 
perous such as the silk traders of Varanasi 
or the carpet manufacturers of Mirzapur- 
Bhadohi feel a greater kinship with the 
Congrc.ss, those lower down the social 
scale are still with the SP. In the run up to 
the recent elections, in the villagcofBirqazi 
in the Phulpur con.stituency, a farmer made 
it clear that the Muslims were unaffected 
that the SP had not helped the Congress 
to form agovemment; “That is not an is.suc 
here - no gt)vcrnmcnt helps us.” 

The good news for the SP is that it defied 
the duom.saycrs who would have it that 
the party would be wiped out in UP. Not 
only did it retain its strength, it bettered 
its tally considerably. But given the con¬ 
tinuing social churning in the state, no 
party, except perhaps the BSP. can take 
its constituents for granted. The BJP is a 
proof of this, with sections of the upper 
castes dc.serting it this time. As after 1991, 
the OBC solidarity in favour of the SP 
could be ephemeral, with each caste and 
sub-caste IcNiking foi greener pastures. 

The bad news for the party is that the 
Congress has gained enormously in terms 
of vote pcrcent.'igc in 1999. Clearly, the 
gains have been as much at the SP’s 
expense as the BJP’s. The one lesson 
Mulayam Singh Yadav may care to learn 
from this election is that the Muslims no 
longer look on him as their only ‘messiah.’. 
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Why Pakistan’s IVOlitary Government 
WiilFail 

S Akbar Zaidi 


The perception has emerged in Pakistan that the Musharraf 
government has little to offer by way of effective solutions to the 
country’s numerous problems. It has been sired by the government’s 
status-quoist approach to foreign and economic policies, its 
’accountability’ drive, at once ill-advised and inadequate, and 
indications that the decentralisation it ostensibly favours would 
merely scratch the surface. 


SnVEN weeks after Pakistan’s third 
military coup, the time and space to wait 
and see is fast being replaced by a sense 
of anxiety and the fear that the military 
government which replaced the demo¬ 
cratically-elected government of Nawaz 
Sharif has tittle toofferin terms of concrete, 
focused and targeted solutions to Pakistan' s 
numerous and well-recognised problems. 
There is growing concern that the military 
government, like all its (civilian) prede¬ 
cessors, is concerned more with good¬ 
will. rhetoric and promises than with any 
form of concrete action. Moreover, the 
concrete measures that have been taken 
in the last seven weeks have produced few 
positive measures. In fact, many of the 
outcomes may actually have very serious 
negative consequences for investor 
conridcnce and for attempts to revive the 
economy. 

Ibis article will try to articulate the 
likely reasons why the military government 
will fail in its attempt to change things 
around, based on die self-proclaimed chief 
executive's 'agenda' and subsequent 
pronouncements of his team - in itself a 
strange coterie. We will not question the 
genuineness of this government’s 
professed desire to improve things and 
change them around. We will even assume 
that the government is very sincere in 
wanting to achieve what it professes. 
Nevertheless, the ambitious agenda will 
achieve little in terms of concrete succe.sses, 
and this will result in the desperate and 
disa.strous collapse of the very high 
expectations that the people have of the 
military government. 

PoRraoN POUCY 

Tliere are three main planks to Paki .stan' s 
foreign policy which have come to deter¬ 
mine the country's domestic, economic 
and international status and posiuon and 
are responsible for many of its problems. 
The US. Afghanistan and India (read 
Kashmir) determine Pakistan's relationus 
with the world and also have an impact 
on her domestic situation. The military 


government's proclamation that ‘our 
foreign policy will remain the same’ as in 
the past gives a clear indication that this 
government has not thought things through 
on this front, that it has not been able to 
see the connection between foreign policy 
and many of the problems articulated by 
General ParvezMusharrafin his interviews 
and in his agenda. 

Many of us who have been writing in 
the press and in academic journals have 
repeatedly cmphasi.sed that in the past a 
large number of Pakistan’s problems had 
sprung from an ill-perceived and ill- 
thought-out foreign policy. The fact that 
Islamabad is one of only three governments 
worldwide to recognise the Taliban 
government in Afghanistan should itself 
be an indication of Pakistan’s international 
isolation. Moreover, theexce.ssive involve¬ 
ment of Pakistan’s religious and military 
establishment in the ‘Taliban factor’ has 
had repercussions on civil society in the 
country. The religious lobbies in the 
country have been strengthened and 
emboldened by the successes of their 
brethren in Afghanistan, harbouring 
visions of creating ‘Talibanesque’ societies 
across Bosnia, Chechnya, Pakistan and 
Kashmir. The impact of the presence of 
the Afghans and of Pakistan’s involvement 
with theTaliban have been fellparticularly 
in the North-West Frontier P'-ovince 
(N WFP), where social, economic, cultural, 
political and i n.stitutional confl lets between 
the migrants and the rest of the population 
continue to simmer. However, it is the 
military’s involvement with the Taliban 
which has repercussions for military and 
civil relations witliin the country. 

If Islamabad’s previous policy vh-a-vix 
India and Ka.shmir is likely to persist, that 
too does not bode well for Pakistani 
citizens. After the military’s disa.strous 
adventure in Kashmir this spring and 
summer, one would have hoped for a more 
rational and progressive policy with respect 
to India so that contentious issues could 
be sorted out once and for all. The fact that 
our foreign policy will ‘remain the same’ 


is a sign that we have not learnt from our 
past mistakes. While the military has always 
been the greatest beneficiary of Pakistan’s 
advenmrousand aggressive policy towards 
India, one would have hoped that now. 
while it has complete authority and control 
over the country and docs not have to 
compete with acivilian set-upforresources 
or for power, it could come up with saner 
statements regarding India - nay, that it 
could actually work to resolve issues which 
have persisted for more than five decades. 
To retain the status quo regarding India 
is a great step backwards. 

The aggressive and militaristic basis of 
Pakistan's foreign policy results in bad 
economics and has repercu.ssions for the 
attempt torevive Pakistan'seconomy. One 
key feature of Pakistan’s economic policy 
in the past has been the large share of 
military expenditure under non-military 
regimes. Now, with the military itself con¬ 
stituting the government, the nature of the 
‘military budget’ becomes a little blurred. 

Rbvivai, of nm Economy 

One of the most important planks of the 
military government, the possibility of a 
revival of the economy, looks exceedingly 
bleak given the fact that the military govern¬ 
ment will not undertake new measures but 
as in the case of foreign policy continue 
with the policies of the past. In Pakistan's 
case, the ‘policies of the past’, are mainly 
those devised and enforced by the Inter¬ 
national Monetary Fund (IMF) and the 
World Bank. 

There is little disagreement between 
economists on the proposition that the 
period 1988-99 has been Pakistan's worst, 
in terms of economic indicators. Low 
growth rales for the economy as a whole, 
low growdi in the manufacturing .sector, 
a large balance-of-payments deficit, 
growing unemployment and poverty and 
abysmal investor confidence have tended 
to symbolise Pakistan’s economic record 
in the last decade. And, all of this cannot 
simply be put down to the corruption of 
elected repre.sentatives. Despite the 
numerous governments, elected and non- 
clected, of the last decade, economic policy 
has been more or less consistent. It has 
relied largely on loans and conditions 
impo.sed by the IMF and the World Bank. 
If there is no change in this aspect of 
Pakistan's economy a revival is near 
impossible. 

That the government has more or less 
decided to go ahead with a rise in domestic 
petrol prices in line with international 
prices and to extend the scope of the general 
sales tax reveals that, for the moment at 
lea.st, the economic policy also remains 
unchanged. Also, the continued reference 
to ‘harsh measures’ is preparing the public 
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for worse to come. With investor 
confidence still very low paitiy due to the 
miiitsry govonimnt’s accountability drive 
(sec below), a revival of the economy 
seems very unlikely. 

Accountability 

The one area where the government has 
already taken some action in its first seven 
) weeks, is the One it likes to call ‘account¬ 
ability*. However, this is a misnomer if 
ever there was one. By going after bank 
defaulters the military government has 
recovered a mere 5 per cent of the bad 
loans, mainly from politicians and well- 
connected businessmen. In its enthusiasm 
to arrest the coirupt, the military govern¬ 
ment did not even take the trouble to 
implement foreclosure laws properly or to 
bring about measures which would deal 
with bank defaulters, many of whom are 
already facing cases in banking tribunals. 
By identifying a handful of basinessmen/ 
politicians who have taken loans that they 
have not returned, the government has 
only made matters far worse. 

In an environment where investor 
confidence is already at ‘rock bottom’ - 
the new government’s favourite cliche - 
indiscriminately going after those who 
had taken loans has only forced real 
investors to fight shy of attempts to expand 
business or to play their part in the process 
of reviving the economy. In addition, banks 
with excess liquidity the.se days, are less 
willing to lend to their clients: they fear 
a second round of ’accountability’ which 
will target bank officers who had made 
loans in the past. All this means that 
attempts to jump-start the economy are 
likely to fail. 

Besides, bank defaults form only a 
minu.scule element of the concept. Going 
after such defaulters neither improves the 
govemment’sfiscal/economic position nor 
addresses the nature of the problems that 
afflict most Pakistanis. Any government 
which is serious and sincere about starting 
a process of accountability would go after 
(hose who extort money from the lay public 
or misuse governmental positions. Police 
officers and ‘thanedars’, station house 
officers (SHOs), subdivisional magistrates 
(SDMs), petty officials of the numerous 
government departments, customs offi¬ 
cials,judges andahost of othergovemment 
officials are the baneofthe common citizen 
of Pakistan, not those who have taken 
large loans from public-sector banks. In 
fact, many observers feel that the so-called 
accountability process started by the 
government is merely an attempt to vilify 
politicians, that there is no real intentirm 
(or capability) of starting a proper process 
of accountability at the lower tiers in the 
country. 


Decentbalisation 

The fervour of General Musharraf s 
govemmentregardingits ‘decentralisation’ 
agenda is reminiscent of General Zia ul 
Haq’s zeal forhispaiticularbrandof Islam- 
isation. There can be no denying the fact 
thatthereisanecd fora substantial, ‘radical’ 
restructuring of the state in order to address 
issues that affect all of us, whether in large 
cities or in remote rural areas. In fact, 
many of us have been arguing for many 
years now that social, economic, demo¬ 
graphic and political changes that have 
taken place in Pakistan over the last two 
decades have come into conflict with the 
existing .structures of the (old) state and 
hence that there is a need to rethink the 
entire concept and nature of the Pakistani 
state. 'Diis means rethinking the distri¬ 
bution of duties and structures of power 
between different tiers of government. 

A thorough and .substantive restructuring 
of the Pakistani state would raise questions 
about thepreseniadministrative boundaries 
of the provinces - whether there should 
be only four provinces or three times that 
number; whether autonomous elected 
metropolitan governments for Pakistan's 
eight million-plus cities can be delayed 
further; whether the role of commissioners 
and their deputies in the rural areas ought 
to continue as before; whether the present 
role of the federal government at the district 
level should be retained; and whether 
provincial autonomy can be further 
delayed. These and a large number of 
other extremely important structural issues 
need to be debated and alternatives 
sugge.sted. 

Unfortunately, despite the lip service 
being paid to the idea of decentralisation, 
devolution, etc, ail indications are that the 
military government cannot (or will not) 
take ‘radical’ and structural measures. 
Discussions with those who are in a posi¬ 
tion to propose policies and implement 
them reveal that they feel that they ‘do not 
have the luxury of time’ to implement any 
substantive changes. If that is how this 
government feels, what we have before us 
is indeed a lost opportunity. 

What this means then is that the 
government wilt not go much beyond 
proposing some changes in existing laws 
(perhaps in the local government 
otdinances of 1979). The local government 
ordinances of the four provinces were 
promulgated 20 years ago under a martial 
law government The economic, social, 
demographic and particularly political, 
conditions under which those otdinances 
were framed arc vastly at odds with the 
nature of Pakistani society in 1999. There 
is very little that can be ‘reformed’ from 
the 1979 set of rules. Cleariy, the fine- 


tuning of an outdmed model will-solve few 
of the problems that exist. The military 
government’s half-hearted attempts at 
decentralisation may follow the same 
pattern as the Islamisation programme of 
Pakistan's last military dictator. 

‘Civil’ and Uncivil Society 

Under most autlioritarian and/or military 
governments, ‘civil’ society has played a 
key role in cither overthrowing those 
governments or forcing them to move 
towards democracy. By adopting a modem, 
secular, liberal, modem facade, the military 
has been smart enough to co-opt into 
positions of government a large number 
of individuals from ‘civil’ society. (Can 
one still call it ’civil’ society when it not 
only endorses but actually joins, the 
‘uncivil’ society, that is the military?)The 
greatest tragedy for many of us who have 
been critical of military rule in Pakistan 
has been the jubilant reaction of members 
of ‘civil’ .society to Musharraf’s coup. 
Many people whom one thought of as 
liberals and democrats have jumped on to 
the bandwagon and accepted pasitions of 
prominence as mini.sters at the federal and 
provincial levels while others are active 
behind the scenes - assi,sting or advising 
the government and waiting to be a.sked 
to join it at a more formal level. 

Sadly, not t«o many of the members of 
‘civil* society who are now in high office 
would have been willing to work with 
previous (elected) governments. It has 
become increasingly difficult to find 
individuals who feel that de.spitc the ‘sham’ 
or poor democratic showing in Pakistan 
si ncc 1985 the proce.ss of democracy should 
have been allowed to continue. 

For those of us who do not have much 
faith in the ability of the military govern¬ 
ment to enforce .substantive and far- 
reaching structural changes in Pakistan’s 
foreign and economic policies orto initiate 
measures to restructure the very character 
of the state (which are bound to undenninc 
the .status, role and position of the military), 
the choices are far too few. For the very 
few individuals and members of civil 
society who are not as yet in, or with, the 
military government, this is the time to 
take stock of what constitutes civil sticicty 
especially now that it has joined uncivil 
society. In addition, this is also an ap¬ 
propriate moment to propo.se alternative 
visions for Pakistan in the areas of 
economic and foreign policy, decentral¬ 
isation, accountability, and law and justice, 
besides a host of other areas and disciplines 
which need to be redefined. 

All .such measures, however, require 
political action. One of the major short¬ 
comings of ‘civil’ society in Pakistan in 
the past has been its lack of engagement 
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with broader political issues and, more uncivilpaitofsociety.pertiapstherecould 
specifically, with political parties. For be no Iwtter opportunity to realise that it 
those of us who arc still part of that small iscrucialthatciviisocietyembrace political 
group which would continue to call itself society and begin to play a role worthy of 
'civil' rather than be bracketed with the its name. 

WTO: China’s New Economic Hope 

SPSetb 


As China opens its economy, especially after its entry into the WTO, 
it stands to gain through increased foreign investment, technology 
transfers and exports. But it will also have to face greater 
unemployment and consequent social unrest. 


WHEN Paul Krugman wrote his 1994 
article, 'The Myth of Asia's Miracle’ in 
Foreign Affairs, he appeared like a party 
poopcr trying to debunk the tremendous 
economic success of Asia’s 'tiger’ eco¬ 
nomies. His ba.sic thesis was that; “Econo¬ 
mic growth that is based on expansion of 
inputs, rather than on growth in output per 
unit of input, is inevitably subject to 
diminishing returns.” He maintained that 
the growth of the .Soviet economy and its 
subsequent inevitable decline were due to 
this factor. And this was going to be true 
of Asian economies as well. 

As he wrote with great prescience. 
“Popular enthu.siasm about Asia’s boom 
deserves to have some cold water thrown 
on it. (because}...ihe future prospects for 
that growth are more limited than almost 
anyone imagines.” And lo and behold, 
come 1997, must of Asia’s tiger economies 
were facing economic meltdown. (Taiwan, 
alone among these economies, managed 
to escape largely unscathed because of its 
core technology exports, healthy foreign 
reserves as a deterrent and for emergency 
intervention to ward off and manage 
currency raiders, not-too-bloatcd banking 
system, and a versatile economy.) 

But, in the mid.st of Asia’s general eco¬ 
nomic malaise at the time, China seemed 
an oasis of stability. Simply because its 
engagement with the global economy was 
limited. Its currency and stock market (still 
in its infancy) were largely insulated from 
the global market. There was. therefore, 
no raid on its currency and no sUx:k market 
upheaval. (Hong Kong, though, was an 
exception.) However, it was only a mixed 
blessing. China’s relative insulation has 
only made its economic problems intract¬ 
able. While the rest of Asian economics 
are undergoing a radical overhaul to regain 
their competitiveness and economic health 
(albeit with tremendous social pain), China 
is stuck with its archaic system. 

T rue. it has undeitaken the taskof reform¬ 
ing. restructuring, merging and privatising 
its state economic enterprises, ^e process 
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is slow, haphazard and erratic. Because of 
the social cost of rising unemployment 
from these mea.sures, the government has 
had to backtrack to rein in radical surgery. 
I'he banks are, therefore, directed to extend 
loans to keep alive sick enterprises to ward 
off a generalised social upheaval. This is 
despite the fact that the loan situation of 
these banks is already very pcecarious. 

The point to make here is that China’s 
economy hasentereda.stage of diminishing 
returns. Its ‘socialist market economy’ is 
not growing fast enough to employ an 
ever-growing army of unemployed and 
underemployed. Its cxpan.sionary policy 
of state spending on public works is simply 
not kicking off. liie economy is in a 
deflationary spiral with falling prices and 
weak demand. As one commentator has 
pointed out, “...the economy is now in its 
24th straight month of falling prices or 
deflation.” 

In other words, China’s 'siKialist market 
economy' has reached its plateau. And, 
like its communist cousins in the erstwhi le 
Soviet empire, it too is facing diminishing 
economic prospects. Beijing was hoping 
that its relatively (relative to the Soviet 
Union) liberal economy would create its 
own growth momentum. Obviously, that 
doesn’t .seem to be happening. In short, 
it is not possible to be half-pregnant. 

Beijing badly needs a circuit breaker. 
Deng Xiaoping’s economic reforms in the 
1980s acted as one. Apparently, it believes 
that China’s entry into the World Trade 
Organisation (WTO) might do the same 
in the new millennium. There are difficul¬ 
ties, though. First, there are the procedural 
issues. At the moment, China and the US 
have simply signed a bilateral agreement. 
This is important because it will remove 
US opposition to China’s entry. It was a 
major hurdle. But it still has to be ratified 
by the US congress. With presidential 
elections around the corner, it might not 
be all that easy or quick. 

At the same tim'e, China has to enter into 
bilateral agreements with the European 
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Union, Canada and some other countries, 
still not covered. Following the conclusion 
of bilatml agreements, WTO will draw 
the formal multilateral framework for 
China’s entry, thus making it subject to 
an international legal framewoik in global 
trade. These procedural matters will take 
time, even if everything were to go 
smoothly - an unlikely prospect. 

However, the bilateral US-China 
agreement is quite substantive. It will open 
up China’s market, with substantially 
reduced tariffs, subsidies, and other 
obstacles across the economic spectrum 
-to include industry, agriculture, banking, 
iasurance, telecommunications, retail trade 
and internet services. And if implemented 
(the devil will be in the deuil and its 
conflicting interpretations) over a phase- 
in period of up to six years, this will mean 
quite a radical change in China’s economic 
landscape. 

On the positive side, it will force China’s 
inefficient and loss-making state 
enterprises to choose between greater 
efficiency and/or extinction. This will, of 
course, lead to greater unemployment atid 
cun.sequent social unrest. Agriculture 
sector is likely to be most adversely affec¬ 
ted, with job losses estimated in millions. 
It wilt force more rural people into urban 
migration in search of jobs, with even 
fewer opportunities than at present. An 
estimated floating rural population of ISO 
million people might grow exponentially, 
causing tremendous strain on an already 
stretched urban environment. China hopes 
that gains in labour-intensive export indus¬ 
tries, such as textile, clothing, footwear 
and toys, will help. 

China’s best hope, after its entry into 
WTO, will lie in increased foreign invest¬ 
ment, with greater technology transfers 
and increased exports. Beijing’s commit¬ 
ment to an international legal framework 
will rea.ssurc foreign investors. Under its 
pre.scnt arbitrary legal system, it is a jungle 
out there. At the same time, China wouldn’t 
need to undertakethe painful task of putting 
together a transparent domestic legal 
regime with unpredictable consequences. 

Contrary to expectations that China’s 
WTO entry will somehow be good in 
terms of its democratic prospects, it might 
not work quite like that. It will initially 
reduce international pressure for politick 
reforms, because of the new optimism. In 
the interim, China will have more time to 
deal with the domestic consequences of 
a liberalised economic regime. In any case, 
once it is inside the WTO, it will be able 
to control the pace through a welter of 
dispute mechanisms. It is a gamble for 
China, with unforeseen consequences 
for the communist system and the 
leadership. 
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Sir Isaiah Berlin, 1909-97 

A Dissent on Dissents 

Anand Chandavarkar 


The posthumous denigration of Isaiah Berlin looks tike 'a continuation 
of war by other means considering that even in his lifetime Berlin 
was the subject of the most outrageous gibes and sarcasms. But 
whatever the deconstruction of Berlin, his legacy av a .savant 
nonpareil and as a provocative 'irregular’ of civilisation - to 
oaraphrase his own description of J G Hamann - will ensure. 


An extraordinarily brilliant nian...neilhcr 
the great thinker nor the moral paragon his 
admirers have made him out to be. 

“Podhoretz 1999 

Original work of distinction - how can you 
compare one man with a new thc<iry on 
ilie interior of the stars with someone else 
who has painstakingly measured the 
movements of a n.sh. 

-Crawford (C P Snow, The Ma.sters) 

THE passing away of Isaiah Berlin, the 
eminent British political philosopher and 
historian of ideas, has generated a spate 
uf notices, adverse and admiring, virtually, 
amounting toa tnediaevent. Noothcr intel¬ 
lectual within living memory seems to 
have provoked so much critical posthu¬ 
mous comment, fmm peers and thc-news 
media alike. 

In the above epigraph, Podhoretz, a noted 
American literary and .social critic and a 
worthy pupil of the redoubtable F R Lcavis 
at Cambridge, encapsulates the numerous 
indictments of Berlin, which are only 
Nurpassed by the crass parody of Berlin’s 
funeral by Tony Komheiser in The Wash¬ 
ington Post. The posthumous denigration 
uf Berlin looks more like a continuation 
of war by other means considering that 
even in his lifetime Berlin was the subject 
of the most outrageous gibes and sar¬ 
casms. Even his well-merited election as 
president of the British Academy was 
■tailed as a recognition of his services to 
the ‘art of conversation’. The political 
philosopher. Michael Oakeshott, dubbed 
iiim ‘the Paganini of ideas’ (of the plat¬ 
form, according to Podhoretz), and the 
uven less charitable called him ‘the 
Sergeant Bilko of the lecture platform’. 
T S Eliot congratulated Berlin on the 
torrential eloquence’ of his BBC lectures 
little realising that one day Winston 
Churchill would earn the Nobel prize for 


literature “for his nuistcry of historical and 
biographical information as well as for 
brilliant oratory in defending human 
values” (emphasis provided), a citation 
which might well apply to Berlin. It is hard 
to recall any intellectual of standing who 
has been subject to so much obUx]uy in 
his lifetime and posthumously. But none 
of his detractors have cared to point out 
that Berlin. alway.s the exemplar of gocxl 
form, was if anything generous to a fault 
in his appreciation of others as is soevident 
from his masterly Personal Impressions 
(19S1). Thus, he thought J L Austin 
(Oxford) was “certainly the cleverest 
philosopher” be had ever met in his life 
[Glover 1996:61 and James Meade (the 
economics Nobel laureate) was the “pur- 
e.st liberal” he had ever known and one 
whom he would follow in any crisis in the 
knowledge that he would not only be 
“politically secure" but also “morally safe” 
[Jahanbegloo 1992:SJ. 

No aspect of Berlin's life and persona 
- even his verbal tics - seems to have 
escaped the basilisk glance of his critics 
who. not content with tra.shing Berlin, 
haveeven dragged his editor, Henry Hardy, 
into the fray, characterising the monu¬ 
mental work of this exemplary scholar as 
“cxercLses in recovery” jdbwling 1998:39], 
The intellectual and academic community 
owes an unrequitable debt to Hardy’s 
unremitting labour which has made avail¬ 
able to all readers the totality of Berlin’s 
writings, which may never have seen the 
light of day. In its field. Hardy’s enterprise 
is worthy to rank with Piero Sraffa's edition 
of Ricardo’s works and Moggridge’s 
edition (with Austin Robinson) of Keynes’ 
Collected Writings. His projected edition 
of the Selected Letters of Isakdi Berlin 
would tell us even more about Berlin’s 
persona and activities. To cast a scholarly 
editor’s Vocation in the role of a literary 


agent and publicist must surely require a 
rare strain of churlishness. 

This essay attempts to answer these 
varied criticisms of Berlin, an endeavour 
which, aside from its intrinsic justific¬ 
ation, bears not only on some ba.sic issues 
of the philosophy and sociology of knowl¬ 
edge, but also, above all. on the conven¬ 
tions and spirit of academic polemics. 
Although the critics differ in their empha¬ 
sis on the putative deficiencies of Beriin, 
they have a striking commonality: they are 
all highly selective unsubstantiated ex 
cathedra judgments, duly garnished by 
lavish dollops uf ad hominems and unsubtic 
innuendoes. 

Even a relatively balanced critic like 
Podhoretz believes that Berlin “was over¬ 
rated as a thinker (whether one classifies 
him as a political philosopher ur...as a 
historian of ideas)” and that he was also 
“a great cquivocator" (1999:25,.37). A 
profes.sional philosopher, Michael Tanner 
(fellow. Corpus Christ! College. Cam¬ 
bridge) (1997:22) detects even in the se¬ 
verely academic pieces of Beriin “a pre¬ 
ponderance of rhetoric over logic" a .sen¬ 
timent which is faithfully echoed by 
another critic who maintains that Berlin’s 
“best known ideas - about positive and 
negative liberty, hedgehogs and foxe.s, 
historical inevitability and pluralism and 
relativism - were rhetorical...” [Cowling 
1998:39]. 

Arguably, the must omnibus and vitu¬ 
perative indictment of Berlin charges: “he 
was not an original thinker nor a particu¬ 
larly admirable human betng...givcn his 
inability to fight fur any noble causes, his 
true zoological classification was the 
mouse who wanted to be a lion... he was 
violently jcoluus of all other Jewish in¬ 
tellectuals, notably George Steiner and 
Hannah Arendt... As fur his much vaunted 
Zionism, Bcrlin...clrew the line at actually 
going to live in Israel...he was vitiated by 
intellectual name-dropping...su lacked the 
stomach for a fight that he could nut even 
bestir himself to win the Wardenship uf 
All Souls... Can we perhaps now have a 
moratorium on Berlin-worship” [ McLynn 
1999:48]. McLynn even contrasts Berlin 
withoiieofhisphilosophcricon.s,AJ Ayer, 
who was once involved in a fracas with 
the boxer, Mike Tyson “Can one imagine 
any of the etiolated and desiccated spirits 
of Oxford - Isaiah Berlin, say - getting 
involved in such a fracas? It is the kind 
of thing that makes one respond warmly 
to Ayer...” [ McLynn 1999b:.50]. Evidently, 
' McLynn would like his philosophers to 
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not only original but also sufficiently 
pugilistic. 

Before turning to the charge of lack of 
originality, we have to define its frame of 
reference for assessing Berlin’s contri¬ 
butions. To begin with, it is hard to affix 
a guild label on Berlin who read ‘Greats 
and Modem Greats (Philo.sophy, Politics 
and Economics)' at Oxford, who began 
and finished his academic career at Ox¬ 
ford as a philosopher, held the Chichele 
Chair of Social and Political Theory, and 
earned frame and recognition as a histo¬ 
rian of ideas, using philosophical tools. 
But even in philosophy, according to Stuart 
Hampshire, “at least two of his journal 
articles, strikingly original in their time, 
arc still important half a century later” 
(1998:20). If anything he disdained intel¬ 
lectual guilds. He founded no school, he 
hud no disciples and belonged to no fra- 
icmity. It is hard to imagine Berlin as a 
member of the Apostles or of the 
Bloomsbury Group. 

In a .sense, the charge of lack of origi¬ 
nality is a supererogatory exercise in 
deconstruction considering that Berlin, 
time and again, disclaimed originality. “I 
didn’t really want to know the answers to 
philosophical questions - I will never be 
first class - not like Austin or Ayer. I can 
p<^tter with it. I'am quite a good tutor but 
nothing more. But the history of ideas 
fascinates me. especially the Russians” 
[Glover 1996:7]. But Berlin was acutely 
conscious of the hi.story of ideas as a 
“lonely di.scipline...nut fa,shionablc in 
British academic life” and “a subject in 
which the English do not take much in¬ 
terest” fJahanbcgloo 1992:91]. Even to 
this day, the history of ideas sadly lacks 
an academic imprimatur at least in the 
Anglo-Saxon world. There is no chair 
devoted to it: it leads a furtive marginal 
existence in the syllabi, with barely acouple 
of journals directed to it. At one time the 
London BSc economics curriculum of¬ 
fered the history of political ideas as a 
special subject, the most distinguished 
product of which was (he eminent British 
economist, Robbins. 

But the very concept of originality in 
subjects such as philosophy and history, 
which are not subject to Kuhnian tectonic 
.shifts of paradigms as in the natural and 
physical sciences, raises complex and even 
intractable questions and which risk pro¬ 
voking the dismissive response of the 
Jesting Pilate to the question: ‘What is 
mith?’ Originality in the humanities and 
social sciences comprehends not only new 
concepts and ideas but also exegesis and 
synthesis particularly in the still virgin 
areas like the history of ideas, which was 


Berlin’s metier. Even genius, following 
Forster, can be classified into the creative 
(Shakcspeare)andthecritical(eg, Voltaire). 
Non-archival research in the histoiy of 
ideas can only assume the form of rigorous 
analysis and interpretation leading to new 
insights and reconstituting the state-of- 
the-art. Berlin, like Wittgenstein, viewed 
philosophy as an activity, and not as a 
body of settled doctrine, a stance also 
reflected in the writings and activities of 
Oxford philosophers like R M Hare who 
has applied the philosophic apparatus to 
environmental planning, traffic engineer¬ 
ing and control; or Oliver Franks (state¬ 
craft, production planning and economic 
diplomacy); or Derek Parfit (population 
policy and the social rate of discount). In 
this sense, philosophy is a basic discipline, 
like mathematics or logic. Thus one can 
talk of the philosophy of language, morals, 
politics, the natural and physical sciences. 

Berlin has also been variously charged 
with failure to write a single ‘big book’, 
such as a systematic treatise, or to use a 
properschniarly apparatus, acharge which 
was foreseen with uncanny pre.science by 
Chaim Weizmann, when he gave him some 
earnest advice about his future: “Lsaiah 
should write a book in four volumes with 
footnotes longer than the text, and in such 
•Style that no more than 20 people in the 
world would be able to understand it. 
Once you get that out of your system, you 
can go on writing brilliant articles without 
being considered superficial” (Eban 
1977:129]. But Berlin was always his own 
man and his intellectual contributions do 
not have to be judged by conventional 
criteria of peer review. There are no rules 
for canonisation of scholars. Originality 
is not necessarily a function of the density 
of the supportive scholarly apparatus, or 
the vehicle of expression, whether books, 
articles, lectures, essays and addresses. 
Berlin’s intellectual stance recalls the 
classic rebuke of A J P Taylor to critics 
who accused him of being a mere narrative 
historian: “you can write history your way: 
1 will continue to write it my way." For 
instance, some of the most path-breaking 
contributions to economics, like those of 
Ailyn Young and Piero Sraffa, have been 
in the form of journal articles with a 
minimal scholaiiy apparatus. 

In the event, Berlin did spread himself 
too wide intellectually, which was in fact 
his metier, and risked the charge of lack 
of depth. 'ITiis does not in any way dimin¬ 
ish his intellectual stature which may be 
likened to that of the late Dennis Robertson, 
a highly original British economist, who, 
writing to Keynes, “claimed to be a good 
glow-worm, shedding its feeble light fairly 


consistently and impartially on dl th< 
phenomena in its neighbourhood, b) 
contrast with the powerful searehligh 
which launches a penetrating but distort¬ 
ing beam on a number of different objects 
in succession, obscuring the rest in tem¬ 
porary daricness” (1940: pix). Beilin toe 
“is deeply anti-systematic in outlook” and 
“there is a danger that the recent tempta¬ 
tion to systematise Berlin’s arguments 
could denature and diminish him as a 
thinker” [Siedentop 1994:8], Complexity 
and chaos are today s^n as normal pro¬ 
perties of nonlinear reality in the physical 
sciences, but politics and society are even 
more nonlinear in their dynamics as shown 
by Berlin’s writings. 

Undoubtedly, many of Berlin’s idea*^ 
have pas.sed into common currency or the 
rhetoric of discussion as is so often the 
case in the Agora - the market place ol 
ideas - which transforms scientific idea^ 
into cultural metaphors like Darwin’; 
theory of evolution, Kuhn’s paradigms, oi 
the concept of degrees of freedom. This 
is part of the necessary and natural proces.; 
of the transmission and diffusion of know¬ 
ledge. 

Berlin has also been accused of tracing 
the provenance of ideas to “figures which 
were virtually unheard of in the Anglo- 
Saxon world, and usually untranslated 
at any rate since the middle of the Iasi 
century". This, if anything, is a positive 
contribution of Berlin to breaking dowr 
the proverbial insularity, and consequen¬ 
tial ignorance, of British philosophers and 
historians, the sort which once justifiably 
provoked the magisterial rebuke of Gunnai 
Myrdal (later-a Nobel laureate in econo¬ 
mics). “Keynes’ work too suffers from the 
attractive Anglo-Saxon kind of unneces¬ 
sary originality, which has its roots ir 
certain systematic gaps in the knowledge 
of the German language on the part of the 
majority of English economists” [Myrda 
1939:9]. Berlin’s role has been partly thai 
of the continental leaven in the mass ol 
Anglo-Saxon culture, a distinction whicl 
he shares with distinguished immigrant; 
like Gombrich (fine art), Hayek (econo¬ 
mics), Kalecki (economics), Lauterpachi 
(international law), Malinowski (anthro¬ 
pology), Namier (history), Pevsner (his¬ 
tory of art). Popper (logic and scientific 
method), Plamenatz (political theory) 
Postan (raonomic histoiy), Wittgensteir 
(philosophy), and Vinogr^off (jurispru¬ 
dence) who is also credited with introduc¬ 
ing seminars as a pedagogic tool in Oxford 
Berlin was in the forefront of breakinf 
down the Chinese Wail surroundin{ 
Anglo-Saxon oral culture through hi; 
penchant for publication for which too he 
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has been SKewetea. laiiang ot Uxford 
philosophy in general, Berlin confessed: 
“We were excessively self-centred. The 
only persons whom we wished to con¬ 
vince were our own admired colleagues. 
We felt no need to publish new ideas...we 
did think that no one outside the magic 
circle - in Oxford, Cambridge, or Vienna 
- had much to teach us: This wa.s vain and 
foolish and...irritatingtoothci:s'’(1981:l IS). 

Berlin’s own impressive corpus of 
writings has been the subject of three 
competent and critical book-length stud¬ 
ies by Kocis, Gaiipeau, and John Gray, not 
to speak of numerous articles and essays 
by others like Bhikhu Parekh, Eric Mack, 
Michael Walzer, George Crowder, Ian 
Harris, et al. The vety magnitude and scope 
of this critical enterprise suggests that 
Berlin’s contributions are original. If his 
output were truly derivative it would 
scarcely have attracted so much critical 
attention and acclaim. True there arc gaps 
and asymmeuies in his .scheme of thought, 
like for instance, the implicit relativism. 
One may also regret that Berlin did not 
extend his value pluralism to the difficult 
and complex question of intcrgcncrat ional 
justice, quite apart from the vertical and 
horizontal conllicts of values. Not did he 
address himself to the much needed 
Prolegomenon to a logic of the history of 
ideas, for which he was so ideally suited. 
But what thinker is exempt from such 
flaws. Several of his essays arc illuminat¬ 
ing in terms of relevance to contemporary 
issues like the triumph of nationalism over 
ideology and the elements of realpolitik 
in interstate relationships which, among 
others, was also touched upon in hisTagore 
lecture. 

Humility is the true hallmark of the 
scholar, a quality which Berlin had in 
abundant measure. Delivering the Tagore 
lecture in Delhi, he confessed: “I am .shame¬ 
fully ignorant of Indian civilisation, even 
of what is most valuable and most impor¬ 
tant in it, and for this I hope that I shall 
be forgiven” [Beriin 1996:248). One has 
only to contrast him with his Oxford 
contemporary, A J Ayen "...Freddie pooh- 
poohs them {Eastern philosophies] with 
Hegelian vehemence, dismissing Taoism, 
Confucianism, Hinduism and Buddhism 
in a single baricing laugh. They have some 
piiychological interest, but nothing more 
than that. For the most part, they are devices 
forreconciling people to a perfectly dread¬ 
ful earthly life. I Ixlieve there were one 
or two seventh-century Indians who con¬ 
tributed a few ideas to mathematics. But 
that’s about all" [Tynan 1990:334]. An 
astounding confession by the Wykeham 
profc.ssoroflogicatOxford,unawareeven 


of the famous Oxford chairs of Sanskrit 
(Bodleian) and eastern religions and phi¬ 
losophy (Spalding). Berlin is also on record 
as saying that he regards his translation 
of Turgenev’s novel,Fi>sf Low as the best 
single piece of work he has ever done 
[Magee 1979:367].CouldnKxles^go fuitlier? 

In what sense, if any. was Beriin a “great 
equi vocator” as alleged by Podhoretz, who 
does not, however, eialmrate on it. If it 
refers to his highly nuanced analyses of 
concepts like liberty and pluralism, it is 
no more than a legitimate appurtenance 
of scholarly discourse. For instance, Berlin 
qualified his oft-quoted dichotomy with 
the rider that "some people arc neither 
foxes nor hedgehogs, some people arc 
both” and held Tolstoy as an arch example 
of “a fox who wanted to be hedgehog" 
[Jahanbcgloo 1992:189-90). Conceptual 
Fine-tuning was very much a part of his 
repertoire. Berlin "was a master of adjec¬ 
tives” who “could get at the gist of one’s 
character by a siring of nuanced adjec- 
tive.s” [Margalit 1998:18). He even differ¬ 
entiated between ra-scaKs, scoundrels and 
bounders. The adjective is regarded as the 
enemy of the noun but in Berlin’s hands 
it was transformed into an enlightening 
boon companion. 

If equivcxiation is stretched to mean any 
type of moral or political ambiguity it is 
emphatically not the case. Take, for in¬ 
stance. the one great cause which he con¬ 
sistently espuu.scd - Zionism. His stand 
on Zionism was wholly unequivcKal “1 am 
neither proud nor ashamed of being a 
Jew...I am a bom Zionist. I was not con¬ 
verted to Zionisin...The purpose of Zion¬ 
ism is normalisation; the creation of con¬ 
ditions in which the Jews could live as a 
nation, like the othcrs...My Zionism has 
nothing to do with the Bible...nothing to 
do with the Jews as a nation, it's to do 
with the fact that they are a minority with 
no majority anywhere [Jahanbegloo 
1992:85-88; Glover 1996:8). Yet. Berlin, 
contrary to the uncharitable allegation that 
“he always acted as the damage-control 
agent for Israel" [Hitchens 1998:10). al.so 
recognised the need for conciliation with 
the Palestinians, which “makes it urgent 
to make a positive effort to compromise. 
Understanding people who oppose us is 
what Herder taught us” [Jahanbcgloo 
1992:88]. He could be critical of Israel 
when necessary “I am not a .supporter 
of Mr Shamir, Mr Sharon or Mr Begin... 
they have done great harm to Israel (cul¬ 
turally, morally, politically, materially)” 
[Jahanbcgloo 1992:87]. 

True, he confessed that it was too late 
for him to migrate to Israel “I don’t speak 
Hebrew freely; 1 am too old to cut myself 


off from by present way of life.. Jn Israel 
I don’t paiticularly feel a Jew, but in 
England 1 do...l remain totally loyal to 
Britain, Oxford, to liberalism, to Israel, to 
a number of other institutions with which 
I feel identified” (ibid;87). Not every 
Zionist in the diaspora wants to migrate 
to Israel, and nor is there a spiritual 
obligation dc.spite the invocation to ‘next 
year in Jerusalem’. To accuse Berlin of 
hypocrisy in not migrating to Israel 
[McLynn 1999:48] is to personalise and 
trivialise discourse. There are enough 
worthy cau.se5 in the world which do not 
have to be backed by voting with the feet. 
Berlin furnished the perfect secular ratio¬ 
nale for the state of Israel. Interestingly, 
critics of Berlin's Zionism do not feel 
equally called upon to exhort the trouba¬ 
dours and pointsmen of Palestine libera¬ 
tion like EdwardSaid-an Americancitizen 
and holder of a tenured chair at Columbia 
University - to migrate to Palc!>tinc. No 
Briti.sh champion (c g, the Webbs, Shaw, 
Maurice Dobb, Bernal, Hogben) of Soviet 
communism ever migrated to Russia. 

Of a piece with the equivocation charge 
are the dark hints of Berlin's purely of¬ 
ficial and coincidental association with 
the two odious Russian moles. Burgess 
and MacLx:an in the British diplomatic 
service. Was Berlin expected to be privy 
to their covert identity, which defied detec¬ 
tion by even British and allied counter¬ 
intelligence? 

It is said that the “insatiable appetite for 
high society was one of Berlin’s ruling 
passions” [Podhoretz 1999:26). He was 
no sybarite or a social climber. More often 
it was high .stxiicty which sought him out. 
and nor is there anything morally repre¬ 
hensible in high living and high thinking 
ns exemplified by the lives of Berlin's 
Oxford friends, Maurice Bowra and the 
Anglican hedonist David Cecil. There is 
no divine dispensation that philosophers 
should wear hairshiits and .subsist on short 
commons. Tony Crosland magisterially 
declaimed against “the arrogance of aus¬ 
terity” and Keynes thoughtfully provided 
for permitted saturnalia in his agenda for 
an interventionist state (Chandavarkar 
1991:147-48). Kant even recognised con¬ 
viviality as a categorical imperative for 
philosophers in his ‘Anthropology from 
a Pragmatic Point of Vic w ’. He pre.scribed 
dinner parties as obligatory for a moral 
person and barred solitary dining as dis¬ 
tinctly unwholesome. Those who scorn 
the pleasures of the table and convivial 
company are “deformed shapes of virtue”. 
Kant, acting very much like a latter day 
philosophic Emily Post, even gave wise 
hints for the ideal party where the number 
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of guests shouJd be more than the Graces 
(three) but fewer than the Muses (nine) 
and without (barbaric) background music. 
The meal should progress gently from the 
anecdotal to the cerebral, then humour, 
since loo much rea.son ill consorts with a 
good meal. Not surprisingly, only the 
French seem to have paid heed to this sage 
advice. Witness the mu.shrooming of the 
Cafe-Philo around the Sorbonne. A latter 
day scholar-civil .servant, Harry Luke, 
rightly called good food, wine, and cuLsine 
the ‘Tenth Mu.se’, adding one more guest 
to Kant’s ideal .size for a dinner party. 

Berlin must have been a boon compan¬ 
ion to be so well sought after, pretty much 
like the historian Gibbon, of whom 
Sheffield remarked; ‘Those who have 
enjoyed the society of Mr Gibbon will 
agree with me that his conversation was 
.still morecaptivating than his writing.s...He 
united in the happiest manner imaginable, 
two characters which arc not often found 
in the same person, the profound scholar 
and the particularly agreeable compan¬ 
ion.” Yes, indeed Berlin did render ser¬ 
vices to the art of conversation in addition 
to his other accomplishments. 

As for not being an “admirable human 
being", suffice it to refer to one grateful 


pupil of Bolin’s who. facing economic 
expulsion from Oxfoni, was saved by 
Bain’s timely generosity, for which Beilin 
would not even accept thanks [Hudson 
1997). Unlike public figures who publicise 
their charities, Berlin privatised his. As 
Hodson says, “...greatness is about more 
than semantics and publicity. It obviously 
extends beyond the question of whether 
the Two Concepts of Uberty will still be 
in print a century hence." Stuart Hamp¬ 
shire (I 994) too refers movingly to Berlin 
as the ‘Man of Feeling’ and to his “deep- 
seated unvarying patience attending to 
people, in constantly thinking about them, 
and thinking about their needs...he was a 
kind of consul general to foreign scholars 
vi.siting Oxford for the first time...this 
generous quality of his in giving time to 
people was connected with a complete 
absence of sclf-importance...he was bound¬ 
lessly benevolent, approachable, gentle. 
Of a piece with this was Berlin’s exquisite 
courtesy in responding almost by return 
of post, and relevantly, to even the most 
unknown correspondents like this writer. 
Perhaps it is time to declare a moratorium 
on the proclivity of critics, biographers 
and journalists to play god in holding 
Berlin and others to absolutist standards 


of moral hdag: Do they ciyxcf ttortid 
intellectuals tobeacmnpostietitfnatoaiid 
the Archangel GabrieITThe latest exmnple 
of this ludicrousgenre is Lyndall Gordon’s 
biography of T S Eliot, subtittel ‘An 
Imperfect Life’ (1999). 

No critic of Berlin has referred to one 
of his most enduring and constructive 
contributions to academia - the founding 
of Woifson College, Oxford, a recognised 
centre of excellence in postgraduate study. 

It is well known that postgr^uate students 
and studies in British universities, and 
even more .so in Oxbridge, are a forlorn 
constituency unlike the graduate schools 
in the best American universities which 
are at the cutting edge of original research 
and which have acted as a magnet for 
British talent in all disciplines. I can viv¬ 
idly recall my own recent experience stand¬ 
ing at dinner time in the hall of a famous 
Cambridge College behind a downca.st 
student with a billboard on his back: ‘It’s 
time...Collegc did something for its post¬ 
graduate students.’ As his biographer, 
Michael Ignatieff, so aptly puts it ‘To the v 
claims that can be made on his behalf, as 
the most historically minded of twentieth 
century liberal philosophers and the most 
philosophical of historians of ideas, there 
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shaiiidte«dlded tdittdtiiito; Aathe was 
the only plokMi^phef to leave behind him 
an institutibB in dte image of his own 
ideas” (1998:271). Viewed against this 
impressive achievement, it sounds utterly 
churlish to say that “Berlin so lacked the 
stomach for a fight that he could not even 
bestir himself to win the Wardenship of 
All Souls" [McLynn 1999:48]. Was Berlin 
expected to comport himself like the 
protagonists - Jago? - of C P Snow’s 
Masters just to head a body which was 
the subject of a magisterial verdict from 
theOliver Franks Commission; “When we 
reviewed the record...we were compelled 
to infer infirmity of purpose” [Henderson 
1993:31]. In the event, Berlin achieved far 
more as die founding president of Wolfson 
that he could conceivably have as warden 
of All Souls. 

Likewise, critics and even admirers of 
Berlin, have completely overlooked his 
Personal Impressions, a distinctive con¬ 
tribution to the 18di century biographical 
art form of eloges - addresses commemo¬ 
rating the illustrious dead. But these as 
Noel Annan reminds us, are no mere 
conventional tributes and “like all his 
writing ate deceptively entertaining and 
conceal his true originality of mind. It is 
not their [heroes] fame which anracts him, 
it is their genius. He is not ashamed to 
worship heroes...[they] enhance life, the 
world expands and becomes less menac¬ 
ing and more hopeful by their very exist¬ 
ence" (1981;xiv). As one would expect. 
Personal Impressions includes both foxes 
and hedgehogs. Would Berlin, the pro¬ 
pagator of pluralism, have demurred to 
calling at least two of them. Churchill and 
Weizmann, hedgehogs? Would either of 
them have achieved theiro verarching goals 

- defeat of Nazism and creation of Israel 

- if they had not been hedgehogs? Monism 
does seem to have its uses for ‘doers’ if 
not for thinkers. Personal Impressions 
ranks alongside other notable contribu¬ 
tions to biographical literature like 
Churchill’s Eminent Contemporaries, 
Keynes’ Essays in Biography, and Lytton 
Strachey’s Eminent Victorians. Like his 
Persortal Impressions, Berlin's remark¬ 
ably insightful weekly wartime Washing¬ 
ton Dispatches, 1941-45, written against 
tight deadlines, without any prior knowl¬ 
edge of the US political scene, has been 
virtually ignored by all critics, except for 
Podhoretz who rests content with retailing 
the oldchesmutabout Winston Churchill’s 
mistaken identification of Irving Berlin as 
Isaiah Berlin without highlighting the 
distinctiveness of these dispatches, as for 
instance, in his astute analysis of the factors 
behind Roosevelt’s re-election and the 


clout of the Bible Bdt as a vote bank of 
AmCTcan politics, which would have done 
credit to seasoned analysts of Aiherican 
society politics Him Dennis Brc^an 
and Alexis de Tocquevitle, 

Much the same could be said of Berlin’s 
fmnously unremembered biography, KaW 
Marx: His Life and Environment (/939), 
which evaluates Marx’s contributions to 
ideas without dilating on his personal 
peccadilloes - the staple of modem biog¬ 
raphies. But even this judicious appraisal 
of Marx has been targeted by Christopher 
Hitchens, who says that Berlin “falsely 
insisted that Marx was a determinist and 
an apostle of inevitability; more impor¬ 
tant. he did not seem to have read the texts 
that supported the contrasting interpreta¬ 
tion” (1999:10). This is a grotesque cari¬ 
cature of Berlin’s critique of Marx whose 
teachings, apart from the fallacious labour 
theory of value, such as the immiserisation 
of the proletariat and class war have all 
been totally discredited by the collapse of 
Marxist states of all stripes. Even commu¬ 
nist China is now firmly committed to a 
market-oriented strategy based on import 
of foreign capital and technology. 

Critics of Berlin have also not cared to 
point out his valued contributions as a 
conscientious editor of the highly rated 
periodical Daedalus and The Dictionary 
of the History of Ideas, which further add 
to the range of his accomplishments. 

The unedifying frisson generated by the 
posthumous notices of Berlin only serves 
to underscore the sage observation of 
A J Ayer; ‘The traditional disputes of 
philosophers arc, for the most part, as 
unwarrantable as they are unfruitful” which 
makes philosophy live up to the memo¬ 
rable description of archeology by one of 
its most distinguished practitioners, 
Mortimer Wheeler: “less a science than a 
vendetta; certainly the active performer is 
often the mo.st biased critic” (1966:153). 
An equally sterile and pathetic enterprise 
is the attempt to grade philosophers and 
philosophy departments through rank- 
order tournaments and league tables, rather 
as if they were footballers or cricketers. 
A good example of this genre is the semi¬ 
annual assessment of philosophy depart¬ 
ments in American Universities by Brian 
Leiter (professor of law and philosophy 
at the University of Texas at Austin) 
which rejoices in the name of the Philo- 
st^hical Gourmet Report. Perhaps Michael 
Bradbury could well sire a sibling novel 
to the History Man with philosophers as 
protagonists, a plot which perhaps just 
eluded Iris Murdoch. The annals of phi¬ 
losophy have nothing toro^h the culture 
of the pure mathematicians like the great 


Hatriy tiri» modestly claiiiied 1 
have done one thing—that is to hayd'ocl- 
laborated with Littkword and Ramanujan 
on something like equal toms". Philoso¬ 
phers could do worse than emulate the 
splendid collaboration of die philosopher 
Bernard Williams with Amartya Sen, the 
Nobel economist. 

But whatever the deconstruction of 
Berlin, his legacy as a savant nonpareil 
and os a provocative ‘irregular’ of civili¬ 
sation - to paraphrase his own description 
of J G Hamann - will endure. There never 
was anyone like him and there never will 
be anyone like him. as Forster .said so 
memorably of his best friend ]8yed Ross 
Ma.sood. A fitting epitaph for Sir Isaiah too. 
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Education in India: What Went Wrong? 
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THERE: can be no two opinions about the 
itate of Indian education. It is in a very 
aud shape. Whatever criterion one wishes 
o take, nothing healthy emerges. Illiteracy 
s rampant and the number of illiterates 
low in India is much larger than the 
x)pulation of India at the time of inde- 
xmdcnce. The education provided in our 
:entrcs of education (primary, secondary 
md higher) is - with rare exceptions - of 
1 very poor quality. Neither have the 
tducational centres responded imagi- 
lati vely to rectify this situation. Our higher 
iducational institutions in which .sub> 
itantial sums have been sunk have proved 
o be of very little use to the society. 
Nothing significant by way of scientific 
breakthroughs has emerged from our 
iniversities, and it is a telling indictment 
hat the mure than 200 universities in India 
lave not even a handful of patents to their 
:rcdlt. Whereas rapid educational 
ittainment at all levels has enabled many 
.'ountries to achieve economic develop¬ 
ment with substantial increa.scs in living 
Uandards, in India, thanks to our poor 
:ducational attainments, we have lagged 
Far behind in economic development. 

Many are the rea.son.s cited for this sad 
date of affairs. Some would argue that it 
ivas all due to the colonial legacy. One 
drand of this thought is that during the 
wo centuries of colonial rule, die existing 
;and in their reading sound) educational 
iystem was wantonly destroyed. There are 
jthers who feci that the British rulers were 
guilty of inaction, and if at all something 
was done in the area of education, it was 
little and not suited to the needs of the 
country. The stupidities and selfishness of 
the elite castes and communities come in 
for their share of criticism. Ton ha.sty and 
ill thought out expansion of the educational 
system without proper planning is given 
as the reason for its present sorry state. 
Wrong priorities, mistaken emphasis and 
privatisation have also been listed as the 
contributing causes. 

Whi Ic there can hardly be any doubt that 
all these are valid, one looks in vain for 
a comprehensive study of Indian education 
in all itscomple.sity with a clear hypothesis 
and vision that would not only explain the 


past and pre.sent but also give a clear 
guidance to the future. We need to see 
education in its full context without re¬ 
stricting it to mere description of formal 
institutions of schooling. The ideal study 
would not confine itself to columns of 
figures, sets of regressions, and dry reci¬ 
tation from official documents, but 
examine the qualitative aspects of how a 
process has been put in motion that enables 
the transmission of a culture to the future 
generations. Before such a grand all- 
encompassing magnum opus is written, 
va.st quantities of raw material have to be 
assembled by scholars from different 
disciplines. 

To start with, we need to know what 
went wrong. This collection of essays 
contains useful inputs for fashioning such 
a rallying cry for the future of Indian 
education. With the clear objective stated 
in their introductory e.ssay that "it is im- 
poEtant to take a closer look at the histo¬ 
rical background and nature of develop¬ 
ment and the extent to which education 
has addre.sscd itself to the needs of the 
people’*, the authors have assembled 12 
essays. 

The central theme of the first three essays 
is that though the colonial rulers might 
have defined the broad contours of the 
educational policy, the actual execution in 
the classrooms and elsewhere were in the 
handsof Indians. They invariably emanated 
from ’the native elites’ (to use Poromesh 
Acharya’s phrase) composed of upper 
classes and castes, and it is their ideas, 
beliefs and interests that determined how 
the Indian population would be educated. 
These local elites were so organised and 
influential that they were able to change 
the direction of colonial policy to the 
detriment of the larger interosts of Indian 
education. 

Thus ip the opening essay, Acharya 
outlines how the Bengali middle class was 
able to subvert the v'lews of the British 
administration which "considered it 
prudent to spend the limited fund at their 
disposal for the education of the poorer 
classes instead of subsidising English 
education for the bhadralok’’. Another 
strand of the thesi.s is pursued by Naresh 


Prasad Bhokta who points out how the 
emerging middle cla.ss in the 19th century 
marginali.sed popular languages in order 
to propagate an artificial ’high’ version of 
the languages in order to “fulfil their 
cultural aspiration". 

Sumanta Baneijee elaborates this thesis 
by critically examining the views pro¬ 
pagated by Keshub Chandra Sen in the 
broad.sheet Sulahh Samachar founded in 
1871 in order to educate illiterate and neo¬ 
literate shopkeepers, carpenters, black¬ 
smiths, goldsmiths, weavers, masons and 
others belonging to lower middle working 
class. The aim was to persuade the readers 
to avoid the path of struggle with the 
exploiting classes like the landlords and 
other privileged but improve their own 
capacities and intelligence by .self-study. 

An intcrc,sting parallel is drawn between 
these cf fort.s and the study materials issued 
by the National Literacy Mission; “As 
with Sulahh Samachar in the pa.st, ip 
today’s official post literacy programmes 
also, the stress is shifted from a demand 
for a basic change in the socio-economic 
structure, to a command (coated in the 
seductive rhetoric of ‘empowerment’) to 
the lower orders to change themselves - 
so that they can fit themselves into the 
government-defined programmes of ‘deve¬ 
lopment’, and move up in the socio¬ 
economic order”. While this may be so, 
it would be unfair to condemn the National 
Literacy Mission wholesale. What can the 
health lessons in thc.se primers for post¬ 
literacy say about water but that it should 
be “good and safe water”? Baneijee is 
perhaps too harsh on these programmes, 
as there appears to be another side of the 
story. 

Shatrugna’s paperon the successful anti¬ 
liquor movement launched by women in 
Nellore district in Andhra Pradesh shows 
how the ideas the women absorticd from 
primers and post-literacy texts like Aihv/iara 
Deepam had significant impact. Indeed he 
points out how these texts succeeded in 
inculcating “a motive force for creativity 
and egalitarian change" as against the 
“dated and insipid” texts used in the regular 
schools. 

Many of the es.says support the view 
embeddedin Shatiugna’seontribution that 
the right kind of education is absolutely 
essential for spreading the ideology of 
liberation. The right kind of ideology is 
equally nece.ssaiy for the right kind of 
education as pointed out by Sadhana 
Saxena. She charges that the view 
harboured by policy planners, politicians 
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and buxeaucnts dm poor peojrie 
themaelves are responsible for their 
illiteracy” is wrtmg and that education 
should be considered as ”a process of 
sharing knowledge and skill”. Padma 
Velaskar who has analysed dieMahaiashtta 
experience to demonstrate how “the 
development of a strong protest ideology" 
infused education “with a radical 
emancipatory purpose and exerted signi¬ 
ficant liberationary effects on the 
subordinate classes” supports this view. 

Major themes relevant to less developed 
countries in general and India in particular 
have been addressed in other essays. 
Krishna Kunur shows how agricultural 
education in India in the late 1960s and 
after has been moulded by leadersof Indian 
education strongly influenced by American 
experience. A key fallout was the 
Jettisoning of the basic education model 
that emphasised the teaching of the craft 
of agriculture with rich possibilities in 
favour of a meaningless general academic 
education. 

There is unanimity of opinion that the 
economic reforms that many countries have 
undertaken in the 1980s and 1990s have 
had an adverse impact on the quantity and 
quality of education. Thus Tilak guardedly 
claims: “adjustment is found to be 
associated, in general, with declines in a 
variety of indicators on educational 
development in Asian countries”. Thanks 
to sharp declines in state involvement in 
education due to the macro-economic 
tightening of the belt, “private initiatives 
in education" have been flourishing, and 
in most ca.ses as Rekha Kaul argues, 
“important criteria such as maintenance of 
quality, standards and equality of 
opportunity have been .set aside to make 
way for reaping profits”. 

It would appear that the economic 
reforms undertaken in China during the 
last two decades have also had an adverse 
effect on the quality of its higher education 
system as explained by Sreemati 
Chakrabarti in her discussion of 
modernisation and higher education in 
China. 

Taken individually, every one of these 
essays is informative, meaningful and 
thought-provoking in its own way. What 
they see in the pattern of our educational 
past (and present) confirms E H Carr's 
description of the craft of the historian; 
“what the historian catches will depend 
partly on chance, but mainly on what part 
of the ocean he chooses to fish in and what 
tackle he chooses to use - these two factors 
being, of course determined by the kind 
of fish he wants to catch”. There is history 
and economics of education, education as 


part ofhistory,hist(»y as part of education, 
education in society, education as history, 
education as politics, and so on. In spite 
of the labour^ efforts of the editors to 
somehow weld all these pieces, it is difEcult 
to discern any clear connecting thread to 
advance our perception of the way our 
system developed and where it is taking 
us. This is not to belittle the efforts of the 
editorsof this impressive volume, as Indian 


ONE of the more hopeful developments 
inan otherwise rathermoribund rur^ credit 
scene is the scheme being promoted by 
NABARD to ‘link’ banks with self-help 
groups (SHGs), the subject of the second 
half of this book. India has a rich tradition 
of financial self-help groups, especially of 
the rotating variety, such as chit funds, but 
also non-rotating groups such as the 'bishis' 
of Maharashtra, which function as informal 
credit unions. In keeping with the renewed 
interest in the 1980s in India and abroad 
in promoting thrift at the grass roots level, 
NGOs such as Myrada started system¬ 
atically organising self-help groups of poor 
women, encouraging their members to 
meet and save regularly, and lend out their 
.savings to each other for consumption and 
petty production requirements. Meanwhile 
in the mid- 1980s N AB ARD officers started 
attending meetings of Asia-Pacific Regi¬ 
onal Agricultural Association (APRAC A) 
where they learnt about a GTZ sponsored 
pilot project under way in Indonesia to gel 
the banks to lend to SHGs without 
collateral, against the strength of their 
savings, part of which had to be 
deposited in the bank. The ratio of credit 
from the bank to the savings of the group 
was to be contingent on the credit- 
worthiness of the group, and was to 
increase over time with repayment per¬ 
formance. 

Technology transfer took place, and a 
similar pilot project was launched in India. 
The results were encouraging, with 
monthly savings in the groups exceeding 
expectations, and with active intra-group 
lending, at inteiest rates set by groups 
themselves, typically 2 to 3 per cent a 
month, and with very high recovery rates 
(since this was tlicir own money). In 1992 
NABARD issued operatiorul guidelines 
to the banks under which it offered to 
refinance ‘linking* banks at 6.5 per cent 


scholarship in general has not ai^lied its 
mind to examine holistically the role of 
education in Indian society. Scholars 
belonging to different disciplines and with 
differing points of view have been conumt 
to examine the subject exclusively from 
their perspectives without so much as a 
lateral glance at the labours of others. The 
definitive treatise on l^ian educatiem is 
yet to be written. 


(Uie regular rate), encouraging the banks 
to progresiiively lend up to four times the 
group’s savings. The general, stipulated 
interest rate of 12 per cent applied in 
lending directly to groups, or 10.5 per cent 
to NGOs acting as credit intermediaries 
and onlending to groups. By the end of 
1988, about half a million group members 
in 24,000 groups had been lent Rs 33 crore 
by participating banks (mostly lending 
directly to SHGs), with about Rs 15 crore 
outstanding. Another half a million group 
members had received credit through 
NGOs financed by the Rashtriya Mahila 
Kosh, SIOBl, HUDCO, and the banks 
using their own money. 

The linkage model has several advan¬ 
tages. It greatly reduces the bank's trans¬ 
action costs entailed in retailing micro 
loans to the poor individually. As the author 
points out, the banks, if they are to do any 
micro lending at all. need the SHGs as 
much as the SHGs need the banks, who 
in turn now have access to a potentially 
unlimited supply of funds. Thus the 
resource advantage of the formal system 
is married to the comparative advantage 
of the micro-finance sector in retailing to 
the poor, with the objective of building 
an integrated financial system rather than 
relying on a separate subsidised .system for 
the poor. (It should be noted that the 
refinancing rate of 6.5 per cent is the same 
as that for rural lending generally.) Of 
course micro-loans through the SHGs are 
no substituU; for larger loans for asset 
building and working capital, but the ex¬ 
pectation is that group members will even¬ 
tually graduate to become direct borrowers 
of the banks, with more .stable household 
economies, stronger credit discipline, and 
a higher rate of .savings. Encouraged by 
the qualitative success so far, NABARD 
now has a target of organising S0,(XX) 
groups a year. 


Experiences of Lending to Rural Poor 

Prabho Ghate 

Rural Credit and Self-Help Groui»: Micro-finance Needs and Concepts in 
India by K G Karmakar, Sage, New £>elhi, 1999. 
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Herein lies the danger. The relative 
success of the scheme is the result of a 
great deal of patient and painstaking work 
by NGOs, and in some states the women’s 
development corporations, although in a 
few cases some dedicated bankers have 
thcm.sclves taken the initiative to nurture 
the groups, where funds have been made 
available under special projects such as 
those assisted by IFAD, and more recently 
by the World Bank. It takes not just time 
but about Rs 8,000 to train a group to the 
point where it is cohesive and savvy 
enough to handle accounts and deal with 
the bank independently. Even if money for 
group preparation (or ‘social inter¬ 
mediation’) can be found, there is real 
danger that the target will end updistorting 
the scheme and diluting its quality. The 
target isambitious given the limited supply 
of interested NGOs (who until now have 
been unable to recover their costs, 
although this will now be remedied as 
discussed below) but the women’s deve¬ 
lopment corporations could step in to an 
extent. 

The 1998 budget has removed one of 
the main impediments to growth of the 
scheme so far (not dealt with by the author) 
by lifting the lending rate ceiling of 12 per 
cent on small loans by commercial banks 
(and implicitly by NGOs) to SHGs 
(although not unfortunately on small loans 
made directly to individuals). Earlier, with 
the banks lending to NGOs at 10.3 percent 
after paying the DICGC premium of 1.5 
percent. NGOs were left with little margin 
to cover their promotional costs, let alone 
thecredit risk they were assuming by acting 
as intermediaries, since they too were 
restricted to an onicnding rate of 12 per 
cent. Most of them preferred to act as 
facilitators, letting the banks lend to SHGs 
directly, while attempting to cover their 
own costs fmm an uncertain supply of 
donor funds. except in areas where a special 
IFAD-financed project provided for 
group formation expenses. The banks 
themselves were unable to compensate 
the NGOs by |)arting with a share of their 
own margin of 2.5 per cent over the 
refinancing rate. This difficulty h.is now 
been removed, and more NGOs will be 
encouraged to participate as intcrmcdiaiies, 
as they will be able lo charge cost- 
rccovcring interest rates'from the SHGs. 
It has tH:comc almost a truism in micro- 
finance that convenient access to credit is 
more important than the cost of credit for 
most micro-enterprise activities, which 
yield high returns to underutilised 
labour. 

This is certainly the case in Bangladesh, 
dealt with by the author in a chapter on 


Crameen Bank, which is useful, given the 
lack of understanding of Gntmeen’s actual 
operational procedures even among 
bankers in India. Conceptually (jrameen’s 
lending technology is the inverse of the 
linking model - all costs are internalised 
by the micro-finance institution (MFI> 
itself, including the handling of cash and 
accounting (although of course each 
borrowers has her own passbook), so that 
the MR’s transaction costs are extremely 
high (and the borrower’s, almost non- 
exiiitent, except that she has to attend 32 
weekly meetings, one of the best means 
ever devised of self-selecting the poor, 
apart from i ts conscientisation advantages), 
it ha.s been estimated that Grameen would 
have to charge 33 per cent instead of the 
current 20 per cent to be entirely rid of 
subsidies. This is despite a very high 
borrower-to-staff, and lending-to- 
operational-cost ratio, achieved by the 
device of a single field worker aiming to 
reach up to 300 borrowers for loan 
disbursements and savings and repayment 
collections every week (attending two 
centre meetings a day, five days a week, 
for each of six groups of five members 
each in a centre). 

The author is incorrect to say Gramcen 
is a ‘one-man show’ and so unique it has 
not been replicated even in Bangladesh - 
nearly all the major Bangladeshi MFIs are 
essentially copied or modified versions of 
the Gramcen approach (covering an 


estimated v nuilton botrowers, of wiucli 
Grameen’s share is 2.3 million). Mmeover, 
the Grameen model has been replicated 
in over 40 countries. India ^ relatively 
few Gramcen NGOs, only about 10, despite 
areas of high population (tensity, an 
inherently suitable condition, since it 
enables high coverage per worker. At least 
one of them, Cashpor in Mirzapur, is 
attempting to apply all the lessons of 
experience learnt so far about the Grameen 
m^cl, and it will be interesting tocompare 
its performance with that of the SHG 
approach (which is the dominant model 
only in India and Indonesia, given the 
reach of the'banking system in these 
countries. In most Asian countries a third 
model predominates, where NGOs 
borrowing on theirown account form apex 
financial institutions financed by donors 
and governments, and onlending both 
directly and through groups.) One is left 
a bit confused about where the author 
stands on Gramcen; “The bank has dis¬ 
pensed with even the minimum docu¬ 
mentation and collateral for lending. In the. 
Indian conditions, all these arc considered 
sacrilege and to think of such an institution 
is itself impractical.’’ Clearly a multi¬ 
agency (or model) approach is called for, 
as in the formal system. 

While a bit long, and general in places, 
this Imok contains some useful empirical 
material on experiences so far with the 
self-help group movement. 
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SPECIAL ABTICLES 


Goals, Strategies and Policies for Rural Energy 

AmulyaKN Reddy 

After a spurt of activity in the 1970s and 1980s. rural energy has become an abandoned priority. If rural 
energy strategies are oriented towards sustainable rural development, they will help improve the quality 
of life through a positive impact on many socio-economic variables. This article examines the current situation 
with regard to rural energy systems, technological options and their financing requirements and time horizons 
and sets out the outline of a policy for implementation of rural energy strategies. 


I 

Rural Energy 

Abandoned priority 

R URAL energy systems are an abandoned 
priority. There was an upsurge of interest 
in them in the 1970s triggered by the 
appropriate technology movement and the 
enthusiasm for the application of science 
and technology to rural areas. Very soon, 
however.theempha.sisshifted to renewable 
energy. There is suspicion that this shift 
was in response to industrialised country 
concerns over the global environment and 
the ensuing promises of funding. 
Unfortunately, though rural energy 
invariably implies renewable energy, the 
cnnvcr.se is not true - renewable energy 
docs not nece.s.sarily imply a concern for 
rural energy systems. 

llie primary focus hi the rural energy 
work of the 197()s was on cooking. 
Research, development and dissemination 
were devoted to stoves and particularly 
fuel wood stoves. With some initial success 
in improving the efficiency of fuelwood 
stoves, and even more success with making 
them Ics.*; .smoky, the emphasis turned to 
large-scale dissemination particularly 
through government programmes. 

Success in this dissemination drive was 
only partial in India. According to Parikh 
et al (1999:539-44), improved cook.slovcs 
penetrated only 15 per cent of India’s 
homes between early 1980s and 1992. It 
led, however, to areduction of the intensity 
of the efforts of woodstove research and 
development workers and the associated 
disseminators. In this process, there was 
little concern for the fact that restricting 
efforts to improved fuelwood stoves 
implied the acceptance of a ‘dual-fuel’ 
society, i e, a society in which the poor 
cooked with messy solid fuels in relatively 
^' inefficient stoves and the rich enjoyed 
clean gaseous fuels like LPG in effleient 
stoves. There was also little consciousness 
of the strong gender bias against women 
in this shift of priorities. By and large, the 


cooking challenge was soon forgotten by 
donors, activists and technologists. In the 
real world, however, the overwhelming 
majority of rural households and 
particularly their women had no option 
other than pursuing the arduous task of 
fuelwixxl gathering and cooking in an 
unhealthy environment. 

The other focus in rural energy work 
was on rural electrification, which was 
equated with village electrification. Even 
one pole near a village qualified it as an 
electrified village. Further, agricultural 
consumers dominated the priority list of 
electricity end-users with their demand for 
energising irrigation pumpsets. Home 
electrification was not taken up as a 
challenge by the electricity boards and the 
political parties (even the left parties). 
Gandhi’s dream that electricity would be 
a boon to every home was abandoned in 
the land of his birth. Interestingly, the 
African National Congress in South Africa 
highlighted ‘electric iiy for all’ as a goal 
for the power sector. 

On the supply side, rural electrification 
was understood as grid electrification 
following centralised generation from 
mega projects. Tlic whole challenge of 
off-grid decentralised generation from 
local sources was not included in the 
agenda. This process was in tune with the 
general usurping of governance powers by 
centralised authorities and the under- 
emphasis of local sources observed in 
other sectors such as minor irrigation and 
forestry. The crucial importance of rural 
energy as the necessary foundation for 
rural self-reliance was ignored. 

Fortunately, in many patLsof the country, 
the drive for deccntrali.sed planning at the 
panchayat level is gathering momentum. 
Energy is on the verge of entering the 
agenda for this deccntrali.Hed planning and 
implementation. It is being realised that 
decentralisation of political power has to 
be buttressed with decentralisation of 
electrical power in particular and of rural 
energy in general. 


Yet another factor is the widespread 
urbanisation in developing countries. The 
growing politically powerful urban popu¬ 
lation is generating an e.scalating urban 
energy demand that is eclipsing rural needs. 
Rural energy is not getting the importance 
it deserves. The realisation that ‘half the 
population will be urban is blinding 
recognition of the fact that the other 'half * 
of the population of the world lives in rural 
areas. And in the poorest regions of the 
world, the rural fraction is even greater. 
In India, for example, the rural percentage 
of the population is decreasing, but it was 
still 74.3 per cent in 1991. lliis translates 
to an enormous population of627 mi llions 
in villages. .Sri| rural energy needs must not 
be swept aside by urban energy demands. 

Above all, with the growing trend to 
leave implementation to market forces, 
the rural poor (constituting a large fraction 
of the rural population) do not have the 
purchasing power to articulate their needs 
through market demand. Attention there¬ 
fore gets turned to those sections of the 
population and tho.se areas of the country 
that can provide a market with purchu.sing 
power. Thus, urban concentrations get 
priority while rural populations requiring 
special attention get sidelined. 

Against this backdrop, the World Bank 
(1996)ha.s ‘discovered’ that there are about 
2 billion people' in the world who cix>k 
with traditional biomass/ fuelwood and 
about 1.7 billion people are without 
electricity. Most of these people without 
access to modern energy carriers live in 
rural areas. What they need above all is 
a major improvement in the services that 
energy can provide, particularly thecnergy 
services of cITicienl, safe and clean cooking 
and electric lighting. The World Bank 
emphasis, however, ison improving cneigy 
$upplie.s. This supply bias opens the doors 
to a floixl of devices and gadgets and to 
a stream of industrialised country techno¬ 
logy vendors. Whilst waxing eloquent 
about the energy-deprived two billion and 
talking of providing access to modem 
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energy, the real agenda appears to be the 
selling of solar photovoltaic systems pri¬ 
marily for domestic lighting. There is an 
on-going global solar photovoltaic (SPV) 
salcsdrive.Bulthemaricetfor such systems 
IS largely restneted to a smaller upper crust 
of the rural population. Thus, the challenge 
of improving energy .services to rural areas 
and the poor looms as large as ever. 

Why rural energy 

There arc many reasons why rural energy 
deserves special attention distinct from 
energy in general. First and foremost, if 
rural energy is not treated separately, it is 
bound to be deprived of appropriate and 
deserved emphasis and ‘fall between the 
cracks’. 

Second, the demography of rural areas 
differs fundamentally from that of urban 
towns, cities and metropolises. Rural areas 
consist of dispersed populations in contnest 
to the population concentrations of urban 
conglomerations. Actually, rural settle¬ 
ments are of two mam types - (1) the 
compact villages of India and China and 
other countries with similar rural settle¬ 
ments, and (2) the ‘homestead’ type settle¬ 
ments of Kerala state in India, Sn Lanka 
and many parts of Africa. 

This fundamental distinction leads to a 
third reason for treating rural energy 
differently. Centralised gencration/pro- 
duction of energy followed by its trans- 
mission/bansport makes eminent sense for 
the dense populations of urban conglome¬ 
rations. But, this urban appniach may piuvc 
prohibitively costly and inefficient for 
dispersed populations presenting remote, 
scattered and low loads leading inevitably 
to greater transmi.ssion and di.stribution 
losses. Beyond certain breakeven distances 
from the grids/transport systems associated 
with centralised generation/production, it 
may be mure cost-effective to implement 
decentralised village-scale generation/ 
production coupled to local mini-grids. 
And when the settlements consist of 
scattered homesteads, it may even be better 
to install household energy systems. 

Current situation 

Any discussion ot rural enetgy requires 
an appreciation of current energy con¬ 
sumption patterns at the village level. Since 
the mid-1970s, there have been several 
studies of the patterns of energy con¬ 
sumption in villages. Among the earliest 
of the studies was that of six villages in 
the Ungra region of Tumkur district. 
Karnataka state, south India, carried out 
in the late 197()s [ASTRA 1982:255-80). 

The energy-utilising activities, at the 
time of the survey, consisted of: (1) agri- 
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cultural uperatioas, t,2) domestic activities 
- gathering fuclwood, fetching water for 
domestic use particulariy drinking, cooking 
and grosing of livestock, (3) lighting, and 
(4) industry (pottery, flour mill, elc).^ 

These activities were achieved with 
human beings, bullocks, tuelwood, 
kero.sene and electricity as direct^ sources 
of energy. 

The ranking of sources (in order of per¬ 
centage of annual requirement) was as 
follows: (I) fiielwood, (2) human energy, 
(3) kerosene, (4) bullock energy, and (5) 
electricity. The ranking of activities was 
as follows: (1) domestic activities, (2) 
industry, (3) agriculture, and (4) lighting. 

Human energy was distributed between 
domestic activities (grazing livestock, 
cooking, gathering ^elwood, fetching 
water), agriculture, and industry. Bullock 


energy was used wholly for agriculture 
including transport. Fuelwood was used 
for cooking and heating bath water in tiie 
dome.stic .sector, and to a small extent in 
industry. Kerosene was used predomi¬ 
nantly for lighting, and to a small extent 
in industry. Electricity flowed to agri¬ 
culture, lighting, and industry. 

There are several features of the patterns 
of energy consumption that must be 
highlight^. 

(1) What is conventionally referred to 
as commercial energy, i e, kerosene and 
electricity in the case of Pura, accounts for 
a trivial fraction of the inanimate energy 
used in the village. The overwhelming 
portion comes from fuelwood.^ Further, 
fuelwood must be viewed as a non-com¬ 
mercial source since only a small amount 
of the total fuelwood requirement was 
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purchased as a commodity, the tenuinder 
being gathered at zero private cost. 

(2) Animate sources, viz., human beings 
and bullocks, only account for a small per 
centage of the total eneigy, but the real 
significance of tiiis contribution isrevealed 
by the fact that these animate sources re¬ 
present most of theeneigyusedin agriculture. 

(3) Virtually ail of the village’s energy 
consumption comes from traditional 
renewable sources - thus, agriculture was 
largely based on human beings and 
bullocks, and domestic cooking (which 
utilises an overwhelming portion of the 
total inanimate energy) was based entirely 
on fuelwood.^ 

(4) However, the environmental 
soundness of this pattern of dependence 
on renewable resources was achieved at 
the exorbitant price of very low pro¬ 
ductivity especially in agriculture. And 
large amounts of human energy are spent 
on fuelwood gathering (on the average, 
several hours perday perfamily and several 
kilometres of walking to collect a headload 
of about 10 kg of fuelwood). 

(5) Fetching water for domestic 
consumption also utilises a great deal of 
human energy (a typical value is 1.5 hr 
and 1.6 km per day per household) to 
achieve an extremely low per capita water 
consumption of less than 20 litres perday. 

(6) A great deal of the human energy 
is .spent on grazing livestock that are a 
crucial sourceof supplementary household 
income. 

(7) Only a fraction of the houses in 
typical ‘electrified’ Indian villages have 
acquired domestic connections for electric 
lighting, the remaining houses depend on 
kerosene lamps. Thus, village electrific¬ 
ation does not mean home electrification. 

It isobvious that the inhabitants of Indian 
villages, particularly its women and 
children, suffer burdens that have been 
largely eliminated in urban settings by the 
deployment of inanimate energy. For 
example, gathering fuelwood and fetching 
water have been eliminated in most cities 
by the supply of cooking fuel and piped 
water, respectively. The serious gender 
and health implications of rural energy 
consumption patterns, have been brought 
out in several studies [Batliwala 1982, 
1984, .1987; Aggarwal 1986; Singh and 
Burra 1994]. 

Since the 1970s, there have been 
innumerable other studies [eg, Barnett ct 
al 1982] of rural energy consumption 
patterns. The actual numbers show 
differences depending upon the country, 
the region of the country, the agro-climatic 
zone, the proximity to forests, the 
availability of crop residues, prevalent 


ctopptngpattem.etc,butihebToadfeatures 
of the patterns of energy consumption 
highlighted above have been generally 
validated. 

Thus, the almost universal features of 
current rural energy consumption patterns 
all over the developing world are: 

- the major contribution of arduous 
human labour (especially the labour of 
women) for domestic activities and 
agriculture; 

- the dominance of biomass (in the 
form of fuelwood, crop residues and/or 
animal wastes) as a traditional energy 
source in traditional devices; 

- the overwhelming importance of 
cooking as an end-use; 

- the dependence in many places on 
unsafe sources of surface water for 
domestic requirements; and 

- the darkness between sundown and 
sunrise becau.se of the lack of electricity 
and satisfactory illumination. 

n 

Goal for Rural Energy Systems 

If the goal (objective to be achieved) for 
all energy systems is sustainable 
development, then the goal for rural energy 
systems is that they must be instruments 
of sustainable rural development. Rural 
energy systems, therefore, must advance 
rural economic growth, that is, they must 
be economically efficient, need-oriented 
and equitable, self-reliant and empowering, 
and environmentally sound. 

TTie stress on equity means that rural 
energy systems must above all promote 
poverty alleviation involving improvement 
of the living conditions of the poor. 
Betterment of the life of the rural poor 
requires an improvement of the physical 
quality of life (PQOL) or the human 
development index (HDI). This improve¬ 
ment of HDI has three crucial dimensions: 
equity ba.sedonamarkedincreasein access 
of poor to energy services, empowerment 
based on strengthening of endogenous self- 
reliance, and environmental soundness. 

For an energy system to be in the intere.sts 
of the rural poor, it must qualify from three 
points of view. It must increase the access 
of the rural poor to affordable, reliable, 
safe and high quality energy. It must 
strengthen their self-reliance and empower 
them. It must improve the quality of their 
environment (starting with their immediate 
environment in their hou.seholds). 

HDI and energy 

For rural energy systems to help advance 
sustainable rural develo|»nent, emphasis 
must be on energy services - and not 
merely on energy consumption (or .supply) 


as an end in itself. The focus has to be 
on energy services that improve the human 
development index (HDI) directly 
(cooking, safe water, lifting, transport¬ 
ation, etc) as well as indirectly via employ¬ 
ment and income generation (motors, 
process heat. etc). 

The impact of energy on the HDI depends 
on the end-uses of energy and on the tasks 
that energy performs. The direct impact 
of energy is associated inter alia with, and 
is produced by, cooking, supply of safe 
water, and lighting. The indirect impact 
of energy is associated with, and is 
produced by, electric drives (motors, 
pumps, compressors) and process heat 
(procesiting industries). 

The role that energy can play in 
improving the HDI is not just a matter of 
hope or conjecture. There is an empirical 
basis to the relationship between HDI and 
energy (Figure I a and 1 b). Strictly speak¬ 
ing, the relationship must be between energy 
services and HDI. If, however, end-use 
efficiency is virtually a constant, energy 
consumption can be taken as a proxy for 
energy services and the Figures la and lb 
display the dependence of HDI on energy. 

The relationship between HDI and 
energy has .several important implications. 
Firstly, the relationship can be considered 
to consist*of two regimes (Figure 2). 

Secondly, in Regime I, the slope ((HDI)/ 
6B of the HDI vs E curve is high, and in 
Regime II, it is small. Hence, in the ‘elastic 
region’ of Regime I, large improvements 
in HDI can be achieved with .small inputs 
of energy (small improvements of energy 
services). Thus, in this regime, the HDI- 
energy (benefit-cost) ratio is very high. In 
contrast, in the ‘inelastic region’ of 
Regime II. even large inputs of energy 
(large improvements of energy services) 
result only in marginal improvements in 
HDI. i e, in this regime, the HDI-energy 
(benefit-cost) ratio is very low. 

Another important implication is that, 
in the ‘elastic’ Regime 1, enhanced energy 
services lead directly to the improvement 
of HDI, i e, energy services —> HDI. But, 
the impact of energy on HDI can also be 
indirect. Improvements of energy services 
can yield incrca.scd income that can be 
used to ‘purchase’ HDI improvements. 
Thu.s, in the inelastic Regime II, enhanced 
energy services can lead indirectly to the 
improvement of HDI via income 
generation, i e. energy services -► in¬ 
creased income —♦ HDI increase. 

In the ‘clastic' regime, the coupling 
between HDI and income (used for 
defraying the operating costs of energy 
devices) can be reduced. In fact, HDI can 
even get decoupled from income so that 
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HDI increases can be achieved without 
income increases. A shift from kerosene 
lamps to electric lights is an example of the 
improvement of enei^y services at operat¬ 
ing costs that are the same, or even less 
than,.the costs of using kerosene lamps. 

In the 'inelastic* Regime II, HDI is 
coupled to income. But, income-coupled 
improvementofHDIdepcnds on important 
conditions being .satisfied. The improve¬ 
ment of HDI via income-generation 
depends on what the income is used for 
- HDI improvement or drink or gambling 
or conspicuous consumption. The.se 
conditions in turn often depend on which 
gender gets the income - women tend to 
make expenditures that improve the HDI 
of their families, particulariy theirchildren, 
i e, they use a much lower discount rate 
than men use. 

Thus, the implication of the ‘elastic* and 
‘inelastic* regions is that the elastic region 
guarantees direct improvement of HDI 
whereas improvement of HDI via income 
depends on what the income is used for. 
The direct improvement of HDI is therefore 
a neces.sary condition for launching an 
indirect improvement via income. 

Poverty alleviation 

The relationship between energy and 
HDI has profound implications for the 
strategy for alleviating poverty. In the 
1970s, the emphasis in poverty alleviation 
was on direct satisfaction of basic human 
needs. However, these concerns were 


swept aside by the wave of liberalisation. 
It was believed that income generation 
was the magic wand that would make 
poverty vanish. Macro-economic growth 
became the standard approach to poverty 
alleviation. Even this did not do the trick 
for the beneHts of economic growth are 
absorbed far too slowly by the pour. 
Attention was turned to human capital 
investment but even this is a slow process. 
Poverty alleviation directly, rather than 
indirectly via income generation and 
human capital formation, is a much surer 
method of improving the HDI instead of 
hoping that income generation will lead 
to a trickling down of poverty alleviation 
to the poor. The direct improvement of 
HDI is therefore a necessary condition for 
launching an indirect improvement via 
income. 

The ‘elastic* Regime I of the energy- 
HDI relationship shows that dramatic 
improvements of the HDI can be achieved 
with very small investments of energy. In 
fact, it is possible to get a very rough 
estimate of the energy cost of an ‘clastic* 
improvement of energy services for the 
poor. As.su me that this necessary 
improvement of energy servicesin tropical 
countries consists of (1) safe, clean and 
efTicient cooking with LPG or LPG-like 
fuel, and (2) home electrification for 
lighting, space comfort, food pre.servation 
and entertainment. The energy required 
for cooking would be about 2.3 GJ/capita/ 
year or about 73 watts/capita (abreviation 


for v/m years/capita you). The decaicity 
for lighting, fans, etc, at twice the 
consumption of 33 kWh^H/month of the 
ordinary connections in Karnataka, would 
be about 18 watts/capita. This leads to a 
total of about 91 watts/capiu that can be 
approximated to 100 watts/capita.^Thus, 
only about 100 watts/capita is adequate to 
achieve the dramatic improvement in the 
quality of life corresponding to safe, clean 
and efficient cooking with LPG-like fuel 
and home electrification for lighting, fan.s, 
a small refrigerator and a TV. It is worth 
noting that this 100 watts/c^ita is only 
about one-tenth of the level required to 
suppon a western Europe living standard 
with modem energy carriers and enra-gy- 
efficient technology [Goldembcrg et al 
1985: 190-200]. 

m 

Strategies for Rural Energy 

The strategics for rural energy .systems 
follow from the features of such sy,stems 
as spelt out above. The specific strategies 
that would advance the goal of .sustainable 
rural development are: 

- the reduction ofarduous human labour 
(especially the labour of women) for 
domestic activities and agriculture; 

- the modernhsation of biomass as a 
modem energy .source in efficienldevices; 

- the transfonnation of cooking into a 
safe, healthy and less unpleasant end-u.se 
activity; 

- the provision of safe water for 
domestic requirements; 

- the electrification of all homes (not 
merely villages); and 

- the provision of energy for income- 
generating activities in households, farms 
and village industries. 

The strategies listed above pertain to 
what rural energy systems should achieve. 
But, there should also be strategies that 
pertain to how these products .should be 
achieved, i e, the process that should be 
followed. 

The standard approach to the estab¬ 
lishment of new infrastructures (for 
example, rural energy systems ba.sed on 
new technologies) is for the government 
to take the initiative. This approach ends 
upwith the emergence of new government 
agencies and their bureaucracies. With the 
growing experience and awareness of the 
defects of government effons such as red 
tape, delays and even corruption, the 
literalisation trend has entered the picuire. 

The market is claimed to be the best 
solution to the problem of establishing 
and running economic activities such as 
the infrastructure. Hence, the slogan: 
‘Leave it to the market*. The market may 
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indeed be an excellent allocator of m^, 
matnials and resources, but it does not 
have a very successful record at looking 
after equity, the environment, die long¬ 
term. and research, development and 
dissemination of new technologies. Thus, 
the market is an inadequate instrument in 
tasks warranting a low diiscount rate. 

There is, however, a third option of 
encouraging individual initiative subject 
to local community control. It has been 
shown that it is possible to realise 'Blessing 
of the Commons' situations [Reddy 199S] 
(the converse of the well-known ‘Tragedy 
of the Commons') an example of which 
is the Pura Community Biogas Plant in 
Tumkur district, Karnataka state. There, 
the price that an individual/ household 
pays for not preserving the commons far 
outweighed whatever benefits there might 
be in ignoring the collective interest. In 
other words, there is a confluence of self- 
interest and collective interest .so that the 
interest of the commons is automatically 
advanced when individuals pursue their 
private interests. Thus, individual initiative 
plus local community control is a third 
option that can be more effective that either 
the government or the market acting alone. 

This third option suggests three process 
strategies for rural energy 

- individual initiative as far as possible 
through the market; 

- village community monitoring and 
control; and 

- government facilitation and enabling 
support. 

Choice cf sources and devices 

Attention must be focused not only on 
die supply aspects of the energy system 
but also on the demand aspects. Rural 
energy systems must be considered to 
consist therefore of whole ‘fuel* cycles 


from energy sources through energy 
carriers via transmission/transport to 
disuibution to end-users for utilisation in 
end-use devices to provide energy services. 
Thus, there must be an emphasis on enei^y 
sources and efficient end-use devices. 

The primary sources of energy are fuels 
and electricity - fuels for cooking (stoves) 
and for process heat (boilers/ furnaces/ 
kilns) and electricity for lighting (lamps) 
and for electric drives (motors, pumps and 
compressors). There are also opportunities 
for cogeneration, i e, the combined pro¬ 
duction of heat and power. 

The thrust must be on energy sources 
and devices that are renewable, biomass- 
based, universally accessible, affordable, 
reliable, high quality and safe. 

Special attention must be devoted to 
sources that are locally available, small- 
scale, decentralised and renewable, and 
systems that are amenable to local control 
and enhance it. 

The choice of energy sources (fuels and/ 
or electricity) must be guided by pre¬ 
ferences for sources that 

- facilitate access by the entire rural 
population particularly the rural poor 
through micro-utilities and community- 
scale systems forcompact settlements (high 
housing density) and home/household 
systems for isolated homesteads (settle¬ 
ments with low housing density); 

- are compatible with high-efficiency 
end-use devices: 

> lend themselves via cogeneration to 
tlreproduction of combined heat and power, 

- are decentralised/locally available to 
strengthen self-reliance and to empower 
people/communities; 

- are renewable to promote environ¬ 
mental soundness. 

Access to (and penetration by) home 
systems is detennined by the affor^bility 


oftheenogyaouice-costlysourcesrestikt 
access to the affluent few, and cheap 
sources facilitate ‘universal* penetration. 
Household sy^ms commandeer capital, 
energy resources andentrepreneurship, and 
may even pre-empt the establishment and 
operation of micro-utilities (which increase 
access by the rural poor). 

The following questions are important 
in the choice of end-use devices. Do tiiey 
directly improve the HDI and/or generate 
income thBt(usedconstructive]y)im]MX>ves 
HDI? Are they accessible to the rural poor? 
Do the devices have a low enough first 
cost and operating cost or do they have 
the same/io wer operating cost as traditional 
devices after innovative financing (to 
convert unaccepuible initial costs into 
affordable operating costs)? Do they bene- 
fitwomen? Are they environmentally sound? 

Elitist or egalitarian 

If rural energy systems have to be instru¬ 
ments of sustainable rural development,* 
the distribution of the benefits of a rural 
energy technology has to be scrutinised. 
Equity impact assessment (EqlA) 
statements are important. This obligation 
to anticipate and examine the distributional 
or equity implications of a technology is 
mandatory for those who implement 
technologieif for sustainable development. 
But those who pursue technologies, 
particulaiiy renewable eneigy technologies 
(RETs) as ends-in-themselves to advance 
global environmental objectives, do not 
have this obligation to consider 
distributional or equity implications. 

Consider thecurrentdrivetodisseminate 
photovoltaic solar home systems (PVSHS) 
in rural India. India's population according 
to the 1991 census was 846 million. The 
rural population was 74.34 percent or 623 
million which at 5.5 persons per household 
corresponds to 114 million households. 
69 per cent of these households, i e, 78.6 
million households, were un-electrified. 
The current initial cost of a SEI-CO four- 
light 37 watts PVSHS is Rs 18,500 for 
which financing from a grameen-type 
bank can be obtained at 12 percent interest 
over a five-year period after a down pay¬ 
ment of 15 percent (Rs 2,775). TTiis cor¬ 
responds to a household expenditure of 
Rs 4,362 per year or R.s 364 per month. 
On average, a household spends about 7.5 
per cent of its expenditure on energy. If, 
to be liberal, this is doubled, it means that 
15 per cent of its monthly expenditure is 
the upper limit to what a household can 
spend on energy. The monthly expenditure 
on a PVSHS of Rs364per month translates 
at 15 per cent to a household income of 
Rs 2,423 permonth.Theincoffledutribution 
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pattern in India is such that only about 
7 per cent of the households have this 
income required to afford PVSHS. 
Assuming that only half of those houser 
holds that can afford PVSHS are prepared 
to switch to PVSHS, it appears that much 
less than 5 per cent of the richest rural 
households constitute the market for such 
systems. 

The potential penetration is greater with 
thesmallersystems. The two-light 20 watts 
SHS costs Rs 11,500 and can be obtained 
with the same financing terms as the four- 
light .system. This cheaper system implies 
Rs 1,725 down payment and Rs 226 per 
month requiring an income of Rs.l«506 
per month available to about 17 per cent 
of the households. The one-light 10 watts 
SHS costs Rs 5,500 and implies (with the 
same financing terms) Rs 825 down 
payment and Rs 108 per month requiring 
an income of Rs 720 per month available 
to about 75 per cent of the households. 

(t follows that the two- and four-light 
systems can only be afforded by the richest 
rural sections constituting 17 and 7 per 
cent, respectively of the population.^ Even 
the cheapest one-light PVSHS is beyond 
the means of the poorest 25 per cent of 
the rural population. 

Since PVSHS are inaccessible to the 
rural poor, the question arises: are they 
elitist energy sources/devices? If the 
purpose of PV SHS is not merely to improve 
the quality of life of the household, but 
to illuminate activities that augment in¬ 
come, then the eliti.st characterisation may 
not be applicable. To illustrate, suppose 
that a one-light PVSHS permits a tribal 
hou.sehold to weave two extra baskets per 
evening to earn Rs 5 per basket and there¬ 
fore (after paying for materials) about 
Rs 250 per month. Then the income 
generated by the PVSHS more than pays 
for the investment on the light, A similar 
case is that of a mobile vegetable vendor 
who can have two extra hours of sales. 
Thus, there are non-eliti.st niche markets 
for PVSHS.’ 

Another reason for caution derives from 
the well known fact that technological 
advances and organlsatiunal learning can 
bring about major co.st reductions in the 
case of emerging noi-yct-mature 
technologies. The point is well illustrated 
by the declining trend in the cost of PV 
modules (Figure 3). This means that 
decisions must be made on the ba.sis of 
future costs, rather than present costs 
that are bound to decline. The implica¬ 
tion is that declining costs can erode the 
elitist character of sources and end-use 
devices and strengthen their egalitarian 
character. 


If, however, sources and end-use devices 
are elitist, then they will (a) bypass the 
rural poor, (b) fail to alleviate poverty, 
(c) make ancgligiblecontribution toenergy 
system, and (d) hardly mitigate negative 
environmental impacts. ITiey can, how¬ 
ever, offer a small high-profit market for 
profit-making enterprises. 

The skewed distribution of the benefits 
of some technologies leads to some 
important questions such as the following. 
Do elitist .sources/devices.preempt the 
possibility of dissemination of affordable 
sources/deviecs for rural poor? Do they 
hijack capital that would otherwise 1% 
used for poverty alleviation? Do they divert 
resources that would otherwise be used for 
the rural poor, for example, do household- 
size biogas plants use up the dung that 
could be used by more cost-effective 
community-scale plant? Is there a level 
playing field for elitist sources/devices 
and devices for rural poor? Arc banks and 
financial institutions bia.sed towards elitist 
sources/devices? 


IV 

Rural Energy Technologies 
Financing 

A widely held, but erroneous, belief is 
that without subsidies the mor cannot 
afford priced basic services.*" The fact of 
the matter is that the poor are currently 
paying for these services - food, water, 
lighting, etc - either with money or with 
their labourtime. So the question is whether 
the pexu- will decide to opt for an alternative 
way of obtaining the service in preference 
to their current option. Even when they 
are getting a service ‘free’, i e, without 
financial cost, they devote their labour 
time for which there may be other more 
pleasant and/or lucrative options. Thus, 
they may even choose to pay for a service 
that they normally get ‘free’. For example, 
rural households have preferred to pay for 
priced safe water in preference to “free’ 
water from unsafe sources. 

The implication is that, for most services, 
even the poorest rural households can 
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afArd to make some payments com- 
mensunte with what th^ am ourmitly 
spending. And if they are cunentiy getting 
something ‘free’, there are oppoitimity 
costs associated with the. time they spend 
to obtaindte service. Therealoro{^x>rtunity 
costs of traditional practices are therefore 
an impoitant benchmark because invari¬ 
ably they define the maximum amount 
that the household is willing to spend. 
Thus, the operating costs of traditional 
devices (e g, kerosene lamps) are a sort 
of upper bound for the costs of an alter¬ 
native technology. Prom this point of view, 
it appears that the problem arises more 
with the capital costs of new technological 
options than with their operating costs. 
Hence, innovative financing can play a 
major role. Loans (not necessarily soft 
loans), leasing, etc can convert un¬ 
acceptably high initial capital co.sts into 
manageable affordable operating costs. 

In the case of energy, the window of 
technological opportunity is upper- 
bounded by the maximum possible 
household expenditure on energy (say 15 
percent). But (after a favourable financing 
scheme), the operating costs of proposed 
(improved) devices (e g, electric fluore¬ 
scent lights) can be even lower than the 
operating costs of traditional devices 
(kerosene lamps). Technology, therefore, 
can widen the window of opportunity. 

The conversion of capital costs into 
affordable operating costs requires 
investments from financial institutions. 
Fortunately, there are financial institutions/ 
banks/doiiors that have the capacity to 
provide the financial inputs for innovative 
financing. With theij backing, rural banks 
must provide loans for purchase of energy 
efficient devices (stoves, lamps, drives, 
boilers/ furnaces/ kilns, etc) to improve 
HDT dirccUy and indirectly via income 
generation. They must also implement 
schemes for the leasing/financing of 
energy-efficient devices so that un¬ 
acceptably high first-costs become 
acceptable operalingcosts. However, many 
of the new tasks are ones to which they 
are not accustomed and therefore they 
have to go through a learning process. 

New energy entcrprise(s) may also have 
to be established if existing institutions 
such as local-level bodies cannot discharge 
the new responsibilities. The new energy 
enteiprise(s) must tackle the challenges of 
marketing of non-conventional energy 
sources and/or energy efficient devices. 

. New institutional arrangements may also 
be required. For example, concessions may 
have to be allotted to enterprises to deliver 
services to households in a specific region 
with an obligation to serveeven the poorest 


househdds. Joint ventures may huve to be 
established to set up decentralised/ renew¬ 
able energy systems compatibte with high- 
efficiency devices accesuble to the rural 
poor. It may also be necessary to establish 
and develop micro-utilities (particularly 
those run by women) and to commercialise 
decentraiised/renewable energy sources 
and energy eftlcient devices. 

Time horizon 

The identification of technological 
options for source.s/devices depends very 
much on the time horizon. Unfortunately, 
two extreme trends can be observed. Gnus 
roots rural development workers are 
preoccupied with the immediate problems 
of the people with whom they work directly. 
As a result, they tend to choose techno¬ 
logical options that arc available straight¬ 
away off the shelf. They use a very high 
discount rate for their technological 
decisions being totally preoccupied with 
the present. In contrast, technical experts 
are excited by technological possibilities. 
They talk of futuristic solutions as if they 
are already valid. Being totally preoccupied 
with the distant future, they u.se a very low 
discount rate for their technological 
decisions. Thus, the grass roots rural 
development workers are moved by real 
human beings and restrict themselves to 
.‘Band-Aid' or quick-fix remedies forget¬ 
ting about ultimate sustainable solutions. 
In contrast, technologists are sometimes 
enamoured with technological innovations 
even though these will take quite consider¬ 
able time to become realities. They are little 
concerned with the fact that, while waiting 
for the pic in the sky, people are condemned 
to remain in their present misery. 

Obviously, an cither-or approach must 
be avoided. Starting from the pre.scnt 
technology (the initial condition), there is 
a neces.sity of three types of technology 
for each energy-utilising task. A near-term 
technology should lead to immediate 
improvement compared to the present 
situation. A medium-term technology to 
achieve a dramatic advance should be 
available in five to ten years. And a long¬ 
term technology should prevail after say 
20 to 30 years and provide an ideal 
.sustainable solution. Ideally, the techno¬ 
logies for the near, medium- and long- 
terms should be forward compatible so 
that the technology at any one stage should 
be upgradable to the better version. And 
in planning efforts, it is wise to have a 
balanced portfolio with a combination of 
near-, m^ium- and long-term techno¬ 
logies. Guarantees of near-term improve¬ 
ments before the next .election will win 
over political decision-makers and ensure 


that they support long-term technologies. 

It is implicit that the technologies for 
the near-, medium- and long-terms are the 
most appropriate or ‘best* technologies 
for each period selected by a ‘natural 
selection’ process ofcompetition discussed 
later. In other word.s. one is thinking of 
a transition from the most appropriate 
technology for the near-term to Ae ‘best* 
technology for the medium-term and then 
to the ‘best* technology for the long-term. 
Implicit in this approach is the concept of 
technological leapfrogging according to 
which the hi.storicai path of technological 
evolution is replaced by leapfrogging to 
the ‘best’ technology for tiie next period. 
This technological leapfrogging approach 
is fundamentally different from ^e so; 
called ‘energy ladder' approach according 
to which there is a climb from the techno¬ 
logy corresponding to one step of the 
ladder to that corresponding to the next 
higher .step. For example, in the case of 
cooking, the climb (with increasing 
income) is from fuelwood to charcoal to 
kerasene to LPG/eIcctricity. But the energy 
ladder is a description of the pa.st and 
present behaviour of consumers. In con¬ 
trast, technological leapfrogging is a 
normativeprescriptionof future behaviour. 
So, the recommendation is that rural areas 
do not rcpiicalp theenergy ladder behaviour 
of the past and present but adopt a 
technological leapfrogging approach. 

Technological options 

The present empha.sis with regard to 
electricity as a convenient energy carrier 
i.s on grid electricity. However, due to the 
problems of supplying grid electricity to 
small and scattered loads, the attraction 
of decentralised generation of electricity 
is increasing. Where appropriate, decentral¬ 
ised generation from the intermittent 
sources of wind and/or small hydel, solar 
photovoltaics and solar-thermal have roles 
to play. The exciting developments arc the 
availability of -100 kW micro-tuibines 
and -10 MW bioma.ss integrated ga.*-ifier 
combined cycle (IGCC) turbines. Biomass- 
based generation of fuels to run fuel ceils 
is an attractive long-term option parti¬ 
cularly because there are possibilities of 
generating surplus base-load power that 
can be exported from rural areas to urban 
metropolises. 

At pre.sent, the predominant fuel in rural 
areas is biomass, paificularly fuelwood 
and agricultural crop residues. A switch 
to stoves and furnaces fuelled with biogas, 
producer gas, natural gas and LPG is an 
obvious next step. But. modern LPG-iike 
fuels derived from biomass, .so-cillled 
biofuels, syngas in general and dimethyl 
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ether (DME) in particular, may be the 
medium- and long-term answer. 

It is important not to be locked into 
thinking separately about electricity 
generation and heating. The co-generation 
of electricity and process heat is an attrac¬ 
tive proposition that is well known parti¬ 
cularly when the utilisation of the heat can 
be achieved close to the device generating 
electricity. Decentralised electricity 
generation facilitates this combined 
production of heat and power. It is even 
po.<>sible to go one step furthn^ with so- 
called ‘tri-generation’ systems that 
combine the productionofheat, power and 
liquid fuels (synthetic LPG) in Fischer- 
Tropsch reactors and biomass integrated 
gasirier(~10MW)combinedcycle(IGCX:) 
turbines {Larson and Halming 1999]. 

In the case of cooking, the perspective 
should be to go from thepresent inefficient, 
unhealthy stoves using ^uously gathered 
fuelwood through improved woodstoves 
to gaseous-fuelled stoves toclean, efficient 
and convenient stoves operating on 
electricity or on gaseous biomass-ba.sed 
biofuels. Catalytic burners may also have 
a place. 

The provision of safe water is a crucial 
task that yields an enormous payoff in 
terms of improved health. But, it invariably 
requires inputs of energy to go from surface 
water(oftencontaminated) to ‘safe’ ground 
water lifted from tubewells to filtered or 
U V filtration or ueated water to safe piped 
water. 

With roughly 60-70 per cent of rural 
households being without electricity 
connections and therefore forced to depend 
on lamps burning plant oils or kerosene, 
the way forward is electric incandescent 
bulbs that are replaced as rapidly as possible 
with fluorescent tubelights and compact 
fluorescent lamps. 

Radical improvements in the quality of 
life often depend on replacing human and 
animal power with motive power based 
on electric motors and engines driven by 
the combustion of fuels. Today, fossil 
fuels are conventional sources for engines 
but prime movers running on biomass- 
derived fuels and hydrogen are the future. 
In parallel, motors with much greater 
efficiency should be implemented. 

The plight of women is-very much 
connected to their being forced to put in 
enormous amounts of arduous physical 
labour performing various household 
chores. A key objective of rural energy 
must therefore involve the reduction ^ 
this manual labour with appliances. The 
advance can then be from simple electrical 
appliances to efficient appliances and 
super-efficient iqipliances. 
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'Hie technological sources and devices 
for the near-, medium- and long-term are 
summarised in Table 1.. 

Real costs are of course die fundamental 
criterion for identifying technologies. But 
it is also necessary to consider other 
sustainable development implications of 
the near- and long-term technological 
options. In particular, their efficiency, 
accessibility, employment generation 
potential, dteir relationship m urban areas 
and environmental susUiinability have to 
be considered. A broad characterisation of 
the near- and long-term technological 
options from these points of view is given 
in Table 2. 

V 

Implementation 

However well crafted the rural energy 
strategies, they will not succeed unless the 
barriers that they face are identified and 
specific policies designed to overcome 
them. There is a market sub-set of barriers 


Table 1: Sources and Devices for the Near-, Medium- and Long-term 


Source 

Present 

Near Term 

Medium Term 

Long Term 

Electricity 

Grid or no 
electricity 

Biomass-based 
generation; internal 
combustion engines 
coupled to generators 

Biomass-based 
generation through 
micro-turbines and 
integrated gasifier 
combined cycle tur¬ 
bines PV wind small 
hydel solar thermal 

Fuel cells for 
baseload power 

Fuels 

Co-gene¬ 
ration 
(combined 
heat and 
power) 

Wood/charcoal/ NG/LPG/ 
dung/crop residues producer gos/biogas 
Internal combuston 
engines turbines 

LPG/biofuels 
syngas/DME 
Micro-turbines and 
integrate gasifier 
combined cycle 
turbines 

Biofuels 

Task 

Present 

Near Term 

Medium Term 

Long Term 

Cooking 

Woodstoves 

Improved woodstoves/ LPG/biogas/ 

LPG staves producer gas 

NG/DME stoves 

Gaseous bio- 
stoves/electric 
stoves cat 8 l 3 itic 
burners 

Safe water 

Surface tubewell 
water 

Filtered/treated water/ 
UV flltralion 

Safe piped/treated 
waler/(de) centralised 
water treatment 

Ultra safe piped 
treated water 

Lighting 

Oil kerosene 
lamps 

Electric lights 

Fluorescent/ compact 
fluorescent lamps 

Fluorescent/ 
compact fluoie- 
scent lamps 

Motive 

Human/antmal 

1C engines/ 

Biofuelled prime 

Biofuelled 

power 

powered devices 

electric motors 

movers, improved 

prime movers. 

Appliances 

- 

Electric appfiances 

Efficient appliances 

Snper-efficient 

appliances 

PitKess 

Heat 

Wood/biomosB 

Electric furnaces/ 
cogeneration/ 
producer gas/ 
NG-fuetled solar - 
thermal furnaces 

Induction furnaces 
biomRss-fiielled 
solar thermal 

Biofuels/solor 

Transport 

Animal-drawn 

vehicles/human- 

powered 

bicycles 

Petroleum/ 

NG-fuelled 

vehicles 

Biomass-fuelled 

vehicles 

Fuel-cell drivot 
vehicles 


Note: Thanks are due to Robert Williams for help in the finalisation of this table. 


Rural industnes such as pottery and 
metalworking arecurrendybas^ on process 
heat derived from fuelivood and/or other 
biomass sources such as sugarcanebagasse. 
Future developments have to be based on 
electriciumaces.cogeneratedheat, producer 
gas and natural gas fuelled furnaces, imd 
solar thermal and induction furnaces. The 
long-term future will perhaps belong to 
furnaces based on biomass-derived fuels. 

Rural transport particularly within 
villages and from house to farm and vice 
versa is today based overwhelmingly on 
animal-drawn vehicles and human- 
powered bicycles. Mechanisation, 
however, is'making inroads with vehicles 
fuelled with petroleum products gasoline/ 
motor spirit and diesel. Natural-gas-fuelled 
vehicles are bound to play a part. Over the 
medium-term, however, vehicles can be 
run on biomass-derived fuels such as 
producer gas and/or methanol and/or 
ethanol and over the long-term, fuel-cell- 
driven vehicles are the option. 
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to new, rural enogy options. These include 
subsidies (open and hidden) to con¬ 
ventional nind energy options, limited 
access to information and first-cost 
sensitivity (where household decisions are 
ba.sed on initial, rather than life-cycle, 
costs). But there is also the barrier of 
indifference to energy costs particulariy 
when these costs are not in terms of money 
but in terms of the labourof women leading 
to limited attention to alternative energy 
options. 

Another sub-set of barriers consists of 
non-market baniers including the supply- 
biased paradigm, vested intere.sts (in the 
private and public sector), institutional 
obstacles and lack of institutions. The 
vested interests benefit from bu$iness-as- 
usual approaches and practices and, 
therefore, resist change. The institutional 
obstacles include the monopoly position 
of utilities and the lack of appropriate fora 
and rules for interaction between relevant 
organisations. There may not even be 
appropriate institutions to address new 
challenges. 

Policies are specific courses of action 
to implement strategies (the broad plans) 
to reach the goal. To implement the rural 
energy strategies listed earlier, it is 
necessary to have policies that implement 
the strategies whilst overcoming the 
harriers. The more obvious of these pol icies 
are indicated helow. 

A fundamentally important issue 
concerns the choice of technology. In a 
command-und-control set-up, technologies 
arc chosen in a top-down manner by 
government. In effect, this means that the 
choice is made by bureaucrats. Un¬ 
fortunately, such choices are often 
notoriously defective. One has only to 
recall the breeder reactor programmes of 
the US. France and Japan, or the super 
sonic transport (SST) plane. The other 
option is to allow the maricet to make the 
choice through a process of competition. 
Though the market option is attractive, the 
problem is that it is effective only when 
there is a level playing field for the various 
contending technologies. This means that 
there should be deliberate policies to ensure 
that there is a level playing field forcentra- 
lisedsupplyanddewntralised village-level 
supply and for supply expansion and end- 
use efficiency improvement. The problem 
is that yet-to-maiure emerging rural energy 
technologies must not be compared on the 
basis of their current costs with mature 
conventional technologies. The place of 
emergingtechnologiesmust be determined 
on the basis of their future costs resulting 
from technological advances and 
organisational learning. 


Polteies must promote household-level 
supply when the cost of household-level 
system is less than die per household cost 
of acommunity system plus the distribution 
cost Tlwy roust idvancecommunity-based 
supply of energy sources when Ae cost 
of sources for N households (i e, cost of 
generation) plus the cost of the distribution 
network is less (i e, more cost-effective) 
than the costof N household-level sources. 
But there .should also be policies to 
encourage ‘centralised’ multi-community 
supply of sources if the generation plus 
distribution is more co.st-cffective than 
community-level sources. 

Policies arc required to promote inte¬ 
grated resource planning in order to identify 
least-cost mixes of sources and associated 
devices. 

Notwithstanding the importance of the 
cost criterion for the choice of technology, 
there arc other sustainable development 
criteria that are crucial. In particular, a 
technology has to be accepted by society 
forit to be socially sustainable. This means 
that there has to be social participation in 
the choice of technology. Special policies 
are required to ensure that the process of 
technology choice is transparent and 
democratic. In this process, whatever 
criteria can be quantified must be quanti¬ 
fied. And criteria that cannot be quantified 
today should, as an interim mca.sure, be 
represented with traffic lights colours - 
green for ‘acceptable’, red for ‘not accept¬ 
able’ and amber for ‘uncertain’ - while 
setting in motion a discovery of the method 
of quantification [Reddy 1979]. 

Policies are necessary for the develop¬ 
ment and dissemination of technologies 
for direct HDI improvement (cooking, safe 
water, home electrification for lighting, 
space conditioning for comfort, etc) as a 
necessary (but not sufficient) condition 
and for indirect HDI improvement via 
income generation (stationary and mobile 
motive power, process heating, etc) 
ensuring that the resulting income does 
indeed go to HDI improvement. 

Policies arc necessary for immediate- 


term, medium-term and long-term time 
horizons for technology development am 
dissemination noring riiat what is orgentl: 
required is immediate improvement o 
energy services to better the quality of Iif< 
of the rural poor. 

Most rural energy technologies (stoves 
windmills, biogas plants, wo^ gasifiers 
etc) have evolved through severe 
generations. The first generation of un 
succes.sful devices was often the result o: 
the enthusiasm of unqualified amateurs 
The second generation of successfu 
prototypes emerged from the creative 
efforts of competent technologists. The 
third challenge involved the conversion o; 
prototypes into products in the economy 
i e, commercialisation for large-scah 
dissemination. This third generation re¬ 
quired managementinputs. Hence, foreacf 
rural energy .system, for example, produce) 
gas-based electricity generation, it is vita 
to have an entire hardware plus ‘.software* *' 
implementation package. Such package! 
must consist of the technology, economics 
financing, management, training, insti¬ 
tutions, etc, necessary for the dissemina¬ 
tion o( that system. Unfortunately, far toe 
often, crucial elements (forexample, insti¬ 
tutional requirements) are missing in th( 
dissemination programmes leading tc 
failures. Hence, policies to encourage the 
preparation of implementation package: 
are imperative. 

Unlike conventional energy soiirces/end 
use technologies, most new rural energj 
technologies are in the process of maturing 
In particular, their costs are declininj 
because of technological advances ant 
organisational learning. Hence, it ii 
important to Have policies that activel; 
promote technological advances ant 
organisational learning. 

If subsidies are used as a policy instru¬ 
ment, they must be time-bound with i 
sun.set clause and they mu.st be jastifiec 
on the basis that they are defmitel) 
promoting technological advances anc 
organisational learning. Above ali, sub¬ 
sidies must not be a permanent crutch 


Tabu 2: Developmental Impucations of Near- and Long-Term Options 


Present 

Near Term 

lAing Term 

Inefficienl/low productivity 

More efficient 

Most efficient 

Traditional is no longer 
optimat but 'modem' is too 

More accessible 

Most accessible 

because more cost- 


expensive to be accessible to poor 

effective than modern 


Extremely backward 

Employment generation 

Empowers rural 
areas and strengihem 
their self-reliance 

Dependence on urban 


Trade balance Shifts 

areas 


to rural areas 

Environmentally 

Environmentally 

Environmenisily 

unsound 

sounder 

sustainable 
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inhibiting the advancement of the 
technology.*^ 

The establishment and opootion of rural 
energy systems should lead to local capacity 
building in the matter of hardware 
(technology) and ‘software’ (particularly 
management). Policies must be put in place 
to promote the building up of this capacity 
at the rural level. Special attention must 
he given to operation and maintenance 
know-how as distinct from construction 
and design know-how. 

It is vital that policies include a key role 
for women as users, operators and 
entrepreneurs in rural energy systeias. 

Policies that enable and ensure people’s 
participation (in particular for the supply 
of resources and payment for services) as 
households and/or as a community are 
imperative. 

Policies are crucial to arrange/enable 
financing (through leasing, loans, etc) for 
households and communities so that 
unacceptably high initial capital costs 
arc converted into manageable operating 
costs. 

It is important to have democratic and 
uansparent institutional arrangements at 
the rural level to monitor rural energy 
systems. Clear transparent records and 
accounts and regular functioning of such 
institutions are crucial. Consequently, 
policies for encouraging and supporting 
these rural institutions are important. 

In view of the shortcomings of 
government i mplemcntation, the strengths 
of entrepreneurship and the market 
mechanism as well as the advantages of 
local community action have to be 
exploited for operations independent of 
the government. Nevertheless, government 
involvement in rural energy systems is 
essential to provide an enabling envi¬ 
ronment. Above all, parallel operations by 
government must not compete with rural 
energy systems.*^ Thus, policies for 
ensuring synergistic government support 
for individual and/or community operation 
of rural energy systems are vital. 

Policies are required to promote new 
energy entetprise(s) to be established if 
existing institutions such as local-level 
bodies cannot discharge the new respon¬ 
sibilities. Policies must also encourage 
financial institutions/banks/ donors to take 
on new tasks. 

VI 

Rural Biomass and 
Renewable Energy 

In articulating tlie rural energy strategies 
outlined above and in implementing the 
associated rural energy policies, it is 
important to prevent rural energy from 


getting mixed up with biomass energy and 
renewable enmgy. The distinctions are 
elaborated in the following. 

The inter-relationships between rural 
energy, biomass eneigy,renewable energy 
and sustainable development are brought 
out in Figure 4. The set of renewable 
energy technologies (RETs) at the bottom 
of the figure consists of both decentralised 
and centralised RETs. It is the decentralised 
RETs that are appropriate for rural areas. 
These decentralised rural RETs are of two 
types: biomass-based and those that are 
not biomass-based. Together, they arc the 
basis of sustainable rural energy, i e, the 
energy for sustainable rural development. 
On the other hand, the centralised RETs 
that are appropriate for. urban areas, the 
urban RETs, arealsoof two types: biomass- 
based and those that are not biomass- 
based. Together, they are the basis of 
sustainable urban energy, i e, energy for 
sustainable urban development. It is 
important to ensure a synergy between 
sustainable rural energy and sustainable 
urban energy and between sustainable rural 
development and sustainable urban 
development. 

This delineation of the distinctions and 
scope of rural energy, biomass energy, 
renewable energy and sustainable 
development is particularly important 
because all the categories do not enjoy the 
same political standing. Sustainable 
development is given lip-service at inter¬ 
national conferences but, within the 
countiy, there arc no political and economic 
instruments for its implementation. Worse 
still, following some industrialised country 
interpretations, sustainable development 
is equated with environmentally sound 
development, ignoring its equity and 
empowerment (self-reliance) dimen.sions. 

'Specialised agencies responsible for 
biomass energyond rural energy arc absent 
in India. Only renewable energy has been 
given political approval through the 
formation of a ministry of non-con- 
ventional energy sources. But, it is easy 
to see that, particularly when the efforts 
are guided by market forces, an emphasis 
on renewable energy can be resu-icted to 
technologies that cater to urban energy 
demands and/or centralised biomass 
energy. The rural poor are too weak 
economically to articulate their needs as 
market demand. Thus, it appears that the 
ministry of non-conventional energy 
.sources cannot gi ve rural energy the specie 
attention and emphasis that it deserves. 
Rural energy requires the co-ordinated 
effort of several ministries including rural 
development, power, petroleum, etc, in 
addition to the ministry of non-con- 


ventionalenagy sources. New institutioinl 
arrangements are required such as on inter* 
ministerial task force. 

If rural energy strategies and policies are 
oriented towards the goal of sustainable 
rural developnwnt in the manner outlined 
above, they will have implications for 
other pressing scKial problems. Above all, 
they will result in a betterment of the 
quality of life and the HDI. They will 
^vance poverty alleviation in a direct 
way. In addition, they will dramatically 
improve the position of women. The life 
of children will also be improved. The 
rural environment and the h^th of rural 
inhabitants will take a turn for the better. 
In the long run, there will be a positive 
impact on population growth. Thus, afocus 
on rural energy will have a synergistic 
effect on an array of major social problems. 

Notes 

1 The mral population in developing countries 
was 2.52 biUion (63 per cent of their total 
population of 4 billion). If 80 per cent of this 
rural population did not have access to modern 
energy carriers for cooking, then about 2 billion . 
people in the world depended on biomass/ 
iiieiwood for cooking. And if 67 per cent of 
the rural population hadnoaucesstoeleciricity, 
it meant that 1.7 billion people were without 
electricity. 

2 Transport has been included in agriculture 
because the only vehicles were bullock carts 
and these were used almost solely for 
agriculture-related activities such as carrying 
manure from backyard compost pits to the 
farms and produce from farms to households. 

3 Direct energy is distinguished from indirect 
energy which refers to the embodied energy 
used in the manufacture of materials and 
equipment. 

4 Pura used about 217 tonnes of firewood per 
year, i e, about 0.6 tonnes/day for the village, 
or 0,6 tonnes/year/ capita. 

5 Unlike some rural areas of India, dung cakes 
were not used a^ cooking fuel in the Pura 
region. In situations where agro-wastes (e g, 
coconut husk) are abundant and/or where 
firewood is available within some convenient 
range (determined by the capacity of head¬ 
load transportation), dung-cakes are never 
burnt as fuel; instead dung is used as manure. 

6 This number is in broad agreement with the 
estimate of Robert Williams (in his personal 
comitwnicaiion to Gary Nakorado of the UN 
foundation) of slightly more than 100 watts/ 
capita consisting of 87 watts/capita fur cooking 
with clean LPG, 3.75 watts/capita for five 
CFLs for lighting, 3.13 watts/capita for a 
colour TV and 13.65 watts/capita for a 
refrigerator. 

7 The SELCO four-light 37 watts SHS costs Rs 
i8,5(X) and after 15 per cent down payment 
can be financed with a Grameen-lype bank 
loan of 12 per cent for five years. 

8 The restriction of penetration to the richest 
sections of the rural population is ob^rved 
even in the case of the Grameen Shakti 
programme of the Grameen Bank of 
Bangladesh wh'ich is world famous fw its 
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Bingladedi*! projected population for 1996 
was 123.6 nuUion. The ninl population was 
79.9 per cent or 98.76 million which'at S.6 
persons per household corresponds to 17.64 
million households. 86 per cent of these 
households, i e, 1S.17 oiillion households, 
were un.electrified. TTie initiai cost of a PVSHS 
is Taka 9,200 (Taka 43.3 (>$ 1 US) for which 
Grameen intends to provide financing at 8 per 
cent interest over a two-year period after a 23 
per cent down payment This corresponds to 
a household exp^ituie of Taka 3.867 per 
year or Taka 323 per month. On an average, 
a household spends about 3.47 per cent of its 
expenditure on energy. If, to be liberal, this 
is doubled, it means that 10.94 per cent of 
its monthly expenditure is the upper limit to 
what a household can spend on energy. The 
monthly expenditure on a PVSHS of Taka 323 
per mondi translates at 10.94 to a household 
income of Taka 2,932 per month. The income 
distribution pattern in Bangladesh is such that 
about 46.8 per cent of the household', have 
this income required to afford PVSHS. 
Assuming that only half of those houiseholds 
that can afford PVSHS ate prepared to switch 
to PVSHS, it appears that only 23.4 per cent 
of the richest rural households constitute the 
market for such systems in Bangladesh. 

9 Thanks arc due to Harish Hande, SELCO, for 
these real-life examples. 

10 Actually, subsidies granted in the name of the 
poor often end up going to (he better off. For 


cxainp^ fne electtleiity to Au^ antt goes 
prtmanly to fanners lidt «wiB|h to own an 
electtic pump for pumping-itiigafton water. 

11 'Software* s the instructions, procedures, 
knowledge, etc, necessary to utilise the 
hardware. 

12 The consensus particularly among solar water 
heater manufactuiets is that the subsidies of 
the ministry of non-conventional energy 
sources hindered the development of solar 
water heaters and in particular came in the 
way of cost reduction. Fortunately, these 
subsidies have been with'drawn. 

13 Just when rural energy and water supply 
utilities (REWSUs) are establishing and 
operating drinking water schemes baaed on 
household paying for piped water to homes, 
Karnataka government is implementing a 
World Bank financed rural water supply 
scheme to supply Tree' water in an obviously 
unsustainable manner. 
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Colonial Jlllii^;iialism and UierarclUes of 
Language and Power 

Making of a Vernacular Sphere in Western India 

Veena Naregal 

This paper argues that in 19th century south Asia ‘native’ initiatives to establish newspaper presses 
represented an important domain in defining modem literate communities. Dwelling on such initiatives 
witnessed in the Bombay-Pune region, it highlights the way native intellectuals in the region negotiated the 
implications of the colonial linguistic divide in their quest for a position of hegemonic influence. 


Tills paper is part of a study on English 
and the politics of language and the 
emergence of a public sphere in the 
Bombay-Punc region during the ‘pre¬ 
history’ of the nationalist movement 
between 1830 and 1880. The author's 
larger argument^ is about the links between 
educational policy, colonial bilingualism 
and the strategies of the colonial intelli- 
gents'ia to advancing their hegemonic 
claims. The entry of English and print 
through the project of colonial education 
redefined the nature of literate and literary 
communities in south Asia. Given its place 
in the colonial project, clearly, there was 
little space within education policy for an 
overt and unequivocal enunciation of the 
idea of universal access to literacy. 
Nevertheless, the colonial period saw a 
definite shift in the principles of cultural 
and intellectual exchange on the sub¬ 
continent, opening up theoretical 
ptissibilitics for a laicised distribution of 
knowledge and bringing about a new 
relation between the ’high’ language and 
the vernacular realm. These changes, 
especially the making of the colonial 
bilingual relation between English and the 
native vernaculars, had a crucial bearing 
on the place of the new intelligentsia and 
their aspiration to as.sume a position of 
hegemonic influence. 

This paper aims to pre.sent an argument 
about the making of a colonial-modern 
vernacular sphere in western India and its 
changing estimate within the di.scoursc of 
native intellectuals as they ‘progressed’ 
towards enunciating an explicitly nation¬ 
alistic position by the 187().s. It will focus 
on the way s in which the vernacular sphere 
became central to the question of dis¬ 
semination and to the a.s.sertion of dominant 
cultural and political identities in colonial 
western India. Many studies of colonial 
culture in India have focused exclusively 
on the making of a ‘high* literaiy vernacular 
culture. However, this paper differs in 
emphasis from such analyses in arguing 
that ‘native’ initiatives to establish a 
newspaper press represented an important 


domain in defining modern literate 
communities in 19lh century south Asia. 

Arguing that colonial intellectuals first 
tried to explore their ‘middling’ position 
within the emerging social structure 
through initiatives to establish a newspaper 
press, I dwell on the pattern of the early 
native press initiatives from the 1830s to 
the 1870s to highlight how native 
intellectuals in the Bombay-Pune region 
negotiated the implications of the colonial 
linguistic divide in their quest for a position 
of hegemonic influence. In doing so, it 
also seeks to raise some general questions 
about the meanings of laicisatiun of culture 
and publicity in the colonial context. 

This paper is divided into three parts. 
The initial section makes some obser¬ 
vations about why language forms a 
particularly appropriate sphere for 
analysing the construction of modernity 
in colonial India. It also clarifies the use 
of certain key terms like ‘laicisation of 
learning’,the ‘publicsphere' and ‘colonial 
bilingualism’ in the paper. 'I'he second 
section makes a rapid sketch of the efforts 
of the colonial intelligentsia to deal with 
the divide between the English and 
vernacular (Marathi) spheres as they 
attempted to disseminate the new 
discourses. Such efforts notwithstanding, 
it was clear that the English and vcniacular 
audiences were not, as indeed they arc not, 
symmetrically literate. There were evident 
political asymmetries between the English 
and vernacular spheres, and through an 
analysis of the pattern of native press 
initiatives before 1870. This section 
demonstrates not only that from the 1830s 
onwards native intellectuals were clearly 
aware of the changing structure of the 
bilingual relation as it developed from the 
on.set of British rule but also that it formed 
an important aspect of their calculations 
in articulating a representative, 
nationalistic discourse. 

Attempts from the i860s onwards to 
aestheticise vernacular discourse by 
creating ‘high’ literary forms were 
undoubtedly important to enhancing the 


intelligentsia's hegemonic claims, but 
these developments also coincided with 
crucial .shifts in their self-perception and 
their ideological orientation. Therefore, 
the la.st section considers the ideological 
orientation of the ‘mature’ vernacular 
intelligentsia at the point when Marathi 
was thought to have successfully acquired 
a ‘high’ aesthetic pro.se idiom. It cites 
examples from the writings of Vishnu- 
shastri Chiplunkar in the important literary 
journal of the 1870s, Nihandhmala. The 
paper shows how, despite discontinuities 
and the hierarchical differences between 
the English and vernacular spheies, there 
were few evident signs of hostility to 
English orthc English-educated elite within 
the vernacular di.scoursc of the 1860s and 
1870s. Rather, the consolidation of the 
vernacular sphere was strategically 
achieved through a virulent anti-lower caste 
discourse. 

I 

Bilingualism and Public Sphere 

Analyses of colonial di.scour.se have 
helped focus attention on how the 
introduction of new conceptual languages 
tltrough colonialism altered both the ‘deep 
structures’ and the ‘surface forms’ of 
discursive production in many non -western 
societies. Modem normative categories 
introduced via colonial encounters 
redefined and displaced existing cultural 
and cognitive hierarchies, besides 
generating new indigenised forms of 
regarding and representing the social and 
natural worlds. In South Asia, these 
processes were facilitated through the entry 
of English and the use of print as part of 
the official pedagogic initiative to educate 
‘natives’ in the ways of modernity and 
western culture. Inevitably, these complex 
cognitive shifts were contingent upon 
struggles between elite and non-elite 
groups, whose disparate levels of cultural 
and linguistic capital influenced their 
positions in the new political hierarchy. 

Some valuable recent work by political 
scientists [Kaviraj 1992] has brought out 
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the ctHuwctions between India’s political 
TnodermtyandtlielinguisticFe-inscription 
of the native wodd under colonialism. 
Nevertheless, the nature of the redefinition 
and the subordination of the vernacular 
realm within the colonial public sphere 
and its political implications need to be 
dwelt upon more fully, and this paper is' 
a sxep in that direction. 

Educational policy documents were 
always in English, but given the complexity 
of its ambitions the project of colonial 
education could not speakeitherinaunitary 
voice or in a single language. From the 
official point of view English seemed the 
most convenient choice for the dis¬ 
semination of colonial ideology, but these 
discourses could hardly be assured of a 
wide reach unless they were also extended 
through the vernaculars. Translation and 
education went hand in hand as part of 
the project of colonial di.ssemination. 

But it is important to note that these 
efforts to institute a relation between 
English and the concurrently-established 
standard forms of the vernaculars generated 
more than merely linguistic changes; they 
introduced crucial hierarchical and 
ideological divisions between the newly- 
educated and the ‘illiterate*, Uie ‘English- 
knowing* and the ‘vernacular-speaking*, 
sections of colonial society. In India and 
cKsewhere. the subordination of native 
languages to the new colonial ‘high* 
languages immediately placed those who 
were familiar with both languages in a 
position of intellectual and political 
advantage, thus creating peculiarly mixed, 
bilingual linguistic worlds. If the political 
import of modem discourses was to mean 
anything at all, it was not enough in those 
worlds for native intellectuals to know 
English or the other imperial languages. 
They had to be able to write in the verna¬ 
cular as well. 

The introduction of English us the new 
‘high* language was meant to have an 
abiding, irrevocable impact at many levels. 
The ‘native vernaculars’ were to be re¬ 
shaped under its influence. The bilingual 
educational policy also marked attempts 
by the colonial administration to demarcate 
arenas of contact between the new state 
and society through which patterns of 
access and marginality would also be 
determined.^ Further, print was more than 
just a new communicative technology. It 
brought in principles of publicity and the 
idea of general access. 

Inevitably, these were subject to the role 
of colonial difference. Nevertheless, the 
nominal possibility of a laicised literate 
order radically altered the means and 
modes of social contestation. I use the 


term ‘laicisation* to denote the conditions 
within modem political structures which 
determine that the distribution of know¬ 
ledge and power are premised, not on 
ideas of exclusivity but rather on norms 
of general circulatitm. There is room here 
only to note that such impulses towards 
the laicisation of culture and knowledge 
are necessarily and intimately related to 
shifts in linguistic practices and that they 
imply the vemacularisation of dominant 
ideologies. The scope forthecoloniai state 
tocast itself as the agency for such changes 
was subject to obvious financial and 
political limits, which necessarily affected 
the spread and influence of liberal 
discourses through the regional verna¬ 
culars. If the emergence of large-scale 
vernacular reading publics had formed a 
crucial pan of the making of modernity 
in the west, the rule of colonial difference 
allowed little room for their replication 
through British educational initiatives in 
19th century India. As is well known, the 
deployment of liberal ideology within the 
colonial context fundamentally precluded 
any earnest applicationof market principles 
to the expansion of the native economy. 

With the basic conditions for the 
emergence of what Benedict Anderson 
has termed ‘print capitalism’ [Anderson 
1991] not available, the burden of 
recreating the effects of the extended, im¬ 
personal, communicative networks that 
developed alongside the growth of the 
market in the west had thus to be borne 
by the project of education in the colony.^ 
Paradoxically colonial education, designed 
as a grand bureaucratic scheme, was 
expected to curry out several ‘surrogate* 
functions, including the bringing about of 
the effects of linguistic standardisation 
and the growth of vernacular reading 
publics, processes that had been produced 
in the west as corollaries to the emergence 
of large-scale markets and centralised 
polities. 

Given that colonial policy could 
enunciate ideas of general access mainly 
in oblique, indirect ways, one of the major 
ways it managed to do this was through 
its conceptual and technical abilities to 
redefine the structure of linguistic ex 
changes in the region, especially the nature 
of vernacular discourse. What set English 
apart from other languages that had 
previously entered the subcontinent was 
the nature of the relation of authority that 
English was able to assume vis-a-vis the 
regional tongues. This was, of course, 
allied to its political status, especially as 
the new sute was capable of arrogating 
to itself a monopolistic power to legitimate 
cultural production in a way that pre¬ 


colonial regimes could not possibly 
envisage. 

Hie position of English with respwt to 
the local languages was more than just a 
function of its political authority; its status 
depended on its claims to be the vehicle 
of the authoritati vediscourses of modernity 
within the colonial situation. English was 
able to assume this position of command 
primarily on account of the availability of 
print, which gave the western imperial 
imagination the technical means to 
conceive of, and institute, a relation of 
dependence between English and the local 
languages. This was crucial to the con¬ 
struction of colonial discourse, as it lent 
an air of feasibility to the ambition of 
producing a potentially uniform common- 
sense within native society through the 
agency of translation from English and a 
standardised educational programme 
extending through the subcontinent. 

Thus, the making of coloni.'il ideology 
foregrounded the representation of autho¬ 
rity and hierarchy through language in an 
unprecedented way. The discursive domain 
represented by English constituted the apex 
of the colonial public .sphere, a fact that 
was clearly underlined by the structure of 
command within the native education 
societies and reflected in the differential 
pattern ofbudgetary allocations to English 
and vernacular institutions respectively 
set up in the three presidencies. With these 
processes of linguistic normalisation being 
channelled through the education project, 
which effectively regulated access to all 
opportunities of advancement under the 
new regime, knowledge of thc.se new 
literate .skills virtually defined the line 
between inclusion and exclusion in the 
emerging arena of colonial-modem public 
articulation. The bilingual relation was 
thus constitutive of colonial society in a 
fundamental way. 

It thus becomes necessary to analyse the 
ways in which the emerging intelligentsia 
regarded the bilingual relation/divide, the 
strategies they used to contend with its 
political consequences as they attempted 
to ntanocuvre themselves into a position 
of hegemonic influence. 

II 

Intellectoal.s, Diasemination, 

New Audiences 

The nature of the linguistic transfer and 
exchange implicit in the colonial moment 
needs to be understood carefully. On tiie 
one hand, the native languages were placed 
in a relation of direct subordination vis- 
a-vis Engli.sh. On the other, the currency 
of colonial translation made it appear as 
though, in principle, the English and vema- 
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cuiar publics could be endowed with syiti* 
metrical expressive and cognitive reper¬ 
toires. As we know, however, this was not 
the ca.se. In such a situation, the articulation 
of a hegemonic position, however fragile, 
was bound to depend on a combination 
of skills in English and the vernacular. 

The a.symmetry between the English 
and the vernacular .spheres was further 
compounded by the disproportionate 
relation between the respective sizes of 
these reading audiences and the authority 
that each enjoyed. Thus, despite the 
apparent homology that official policy 
sought to establish between English and 
the vernacular strata, there remained an 
inherent contradiction between the modem, 
universalistic norms upon which English 
sought to legitimate itsclaims as a language 
of a superior rationality and the circum¬ 
scribed range of an English-knowing 
colonial audience. A knowledge of English 
introduced colonial intellectuals to a 
horizon of enriched intellectual, cultural 
and political choices. But it also placed 
them severely at odds with their larger 
social world. 

Colonial bilingualism had created a 
peculiarly mixed linguistic world, where 
the influence of the discourses of modernity 
was clearly tied up with access to linguistic 
skills. The bilingual character that colonial 
power had to assume led to aconcentration 
of the privilege to define the nature of the 
discursive traffic between the western 
metropolis and its peripheries in the hands 
of a small classes of intellectuals ex¬ 
clusively endowed with the crucial skills 
of translation and mediation. Arguably, 
the paradox between the illegitimacy of 
privilege and the elitist concentration of 
the intellectual means to generate 
normative discourses through channels of 
general circulation generally constitutes a 
crucial 'ension within the political 
discourses of modernity. Imporumtly, this 
tension was displaced into the colonial 
context mainly as the asymmetry 
characterising the possibilities and limits 
of translation between English and the 
regional vernaculars. 

If. generally speaking, the position of 
modem intelligentsias has been a function 
of their potential to negotiate the dialectical 
possibilities of dissemination and reprc.scn- 
tation widiin the world of literate politics, 
with language being such a crucial site in 
the construction of colonial state-.socicty 
relations, the relation between the English 
sphere and the vernacular publics was 
utterly crucial to the efforts of the 
intelligentsia to gain a hegemonic position. 
In making the shill from the moment of 
dissemination to the moment of represen¬ 


tation when they challenged the colonial 
state through their claims to being the 
‘true’ spokesmen of ‘native opinion’, 
colonial intellectuals were quick to realise 
that the main advantage that the vernacular 
sphere enjoyed over the otherwise domi¬ 
nant English one was its greater numerical 
strength. It is with the* aid to such 
calculations about the political significance 
of the linguistic divide that the colonial 
intelligentsia emerging in nineteenth 
century we.stem India had to devise ways 
to further their hegemonic aspirations. 

The rest of the paper is an attempt to 
analyse .some of the strategies that English- 
educated and vernacular sections of the 
intelligentsia adopted to overcome the 
vexing difficulties posed by the tension 
between the linguistic hierarchies of the 
colonial world and their own minority 
Status within it. 

Making of a Modern 
Vernacular Sfiiere 

The initiatives to establish the first native 
Marathi newspaper - Bombay Durpan, a 
bilingual weekly - in 1832 .signified the 
beginning of the intelligentsia’s efforts to 
disseminate the new discourses among 
wider audiences and to establish a sphere 
of critical exchange through the vernacular. 
Even prior to that, the first intellectuals 
associated with the Native Education 
Society in Bombay felt impelled by the 
need to appropriate the- discourses of 
secular, 'useful' learning into the verna¬ 
cular. The interest these early figures 
showed in the remaking of native languages 
and the attempt to define standardised 
vernacular forms also indicated their 
awareness of the potential of the.se pro¬ 
cesses for a new structure of cultural and 
political authority. 

The great learning of the new rulers, the 
wealth and variety of books available in 
their language and the facility of print 
apparently figure persistently as themes in 
early native discourse. It is principtslly on 
these counts that any claims about the 
superiority of colonial rule, and its radical 
difference with previous regimes is 
acknowledged.Takefor example the intro¬ 
ductory remarks to Bal Mitra, the work 
of Kashinath Chatre, con.sidercd to have 
been among the ablest Marathi translators 
to have worked with the Native Education 
Society in Bombay in its early years. Bal 
Mitra, published in 1828, was one of the 
first readers for the use of students in the 
new Marathi schools. It was a translation 
of the English version of a Flench primer. 
In defining his project of producing a 
Marathi traaslation. Chatre articulated in 
the introduction to the reader what he saw 


as the differences between the modem 
European vernaculars and Marathi; 

Bal Mitra was originally a composition in 
French, from which it came into English 
and now the Marathi is ba.sed upon that 
If one thinks of the French and the English 
languages, one realises that they have been 
undergoing improvement for centuries. 
There exist books in them on every topic, 
and in them there are words to express 
aimosteverythoughtoccurringtothemind; 
they are known to all the great intellectuals, 
and therefore Marathi can hardly have the 
same lucidity as is possible in these 
languages. A language in which no one 
has composed grammars or dictionaries 
until now, in which no great scholars have 
taken interest, whose vocabulary is limited 
and its spoken style is not mature either.^ 

Such comments about the cognitive 
sophi.stication of the new regime were 
often accompanied by carefully articulated 
arguments about the need tousc thecolonial 
encounter as an opportunity to maximise 
the benefit from these ideas for native 
society. As such, it would be reductive to 
read the.se responses as simply adulatory.-^ 
The ‘cultivation’ of the vernaculars was 
espoused as it was thought to yield certain 
social and political benefits to native 
society. Bombay Durpan, too showed a 
critical awareness and argued that 
standardised linguistic usages would 
facilitate the maximisation of the benefits 
accruing from the education project. The 
extension of the new knowledge by aug¬ 
menting the range of reading material 
available in Marathi formed a crucial part 
of Duqtan's agenda,^ besides informing 
much of the other work undertaken by its 
editor, Balshastri Jambhekor.^ 

The significanceofBalshastri's initiative 
as editor extends far beyond the .simple 
fact that Durpan was the first native 
newspaper in Marathi. Rather the news¬ 
paper needs to be seen as a truly unique, 
historic moment in the story of theculiural 
impact of colonial rule. By publishing the 
paper as a bilingual (Marathi and English) 
venture Balshastri was clearly signalling 
his awareness of the importance of the 
bilingual relation within the colonial world. 
We need to note that Durpan was not the 
only English-Marathi newspaper of the 
colonial period to be published from 
western India. What makes it especially 
important is that it clearly differ^ from 
all the subsequent bilingual English- 
Marathi papers in the structure of the 
bilingual relation it proposed. 

Durpan chose a format wherein each 
page was divided into two vertical halves, 
seeking to reproduce the exact equivalent 
of every reported item both in English and 
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Marattu. in cnoosingatotmat where each 

page would be Avided into two sym¬ 
metrical columns of English and Marathi, 
the Durpan was virtually trying to posit 
fearlessly an equality between the Stalin 
of English and that of the vernacular. In 
stating its aim as being to encourage the 
pursuit of vilayati vidya (English literature) 
among natives, the paper did, of course, 
implicitly acknowledge the .superiority of 
western knowledge. And yet in introducing 
the paper to its untested audience, the tone 
of die prospectus displayed no sign of 
nervousness or awe. Rather, it was 
amazingly brisk and businesslike in 
outlining the goals set by its editors: 

Though the publication is undertaken, 
chiefly, with the object of promoting 
amongst the Natives the study ofEuropean 
literature and the diffusion of European 
knowledge, and consequently with the 
intention of being conducted in the English 
languages; the sphere of its usefulness will 
not be limited It ) such only as are conversant 
with that language, but will be extended 
to all who are acquainted with Murralec, 
as it is proposed to have two columns in 
each page, one English and the other 
Murattce. Communications received in the 
former will be accurately translated into 
the latter and vice-versa; and the originals 
and translations published in opposite 
columns.^ 

The cogency, coherence and the con¬ 
sistency of the Marathi columns in Durpan 
attest to the determination and capabilities 
of its editorial team,^ with Balshastri being 
its most important member. Wliat is truly 
impressive about the paper's achievement 
is the total absence of even the hint of a 
complaintaboutthe ‘underdeveloped* state 
of the vernacular and the difficulties in 
the task of dissemination. This marks an 
important contrast with the work of 
Chiplunkar as editor of Nibandhmala}^ 
a point that will be taken up in the la.st 
section. 

By trying to assen a relation of apparent 
equivalence between English and Marathi 
through Durpan'^, format, Balshaiitri de¬ 
monstrated his intention also heroically to 
refuse to admit to the existence of an 
asymmetry between the status of English 
and that of the vernacular. Given his 
constant emphasis on augmenting the 
available stock of texts in the vernacular, 
it could not be that Balshastri actually 
believed that there existed an audience 
with symmetrical literate capacities in 
English and Maratlti. This is borne out by 
the fact that Balsha-stri’s next venture a 
few the setting up of Durpan was to start 
the first monthly periodical in Marathi, 
Digdarshan^^ which aspired to address 


not only scholars but also to introduce the 
subjects of 'useful* teaming (‘vyavaha- 
ropyo^ shastre va vidya*) such as geo¬ 
graphy, history, physics and chemistiy, as 
well as literary subjects, to a more general 
audience. This shows that Balshastri was 
critically attuned to the social implications 
of the changing linguistic economy and 
the dangers of allowing Marathi to be 
subordinated by the English sphere. More¬ 
over, Durpan h.id reiterated on more than 
one occasion the need for native intel¬ 
lectuals and bureucrats to be well versed 
in both English and the vernacular.*^ By 
thus trying to disregard the hierarchical 
difference between the status of English 
and that of the vernacular, Balshastri 
intended as editor of Durpan, arguably, 
to underplay the hierarchical advantage 
that the foreign government enjoyed over 
native society. It would .seem that the 
paper’s policy was not to foreground the 
linguistic divide or the fact that the two 
‘publics’ that it hoped to address were in 
fact non-identical and largely discrete. By 
doing so, Jambhekar was also trying to 
underplay the paper’s own status as an 
intermediary between the asymmetric 
political divisions within colonial .society; 
to admit to th;it status would, clearly, have 
amounted to acknowledging the sub¬ 
ordination of the native, vernacular sphere 
under the influence of English. 

Interestingly, the series of native news¬ 
paper ventures for Marathi audiences 
which immediately followed Durpan 
show a distinct shift in linguistic strategy 
in ways that reinforce the present argument. 
Those papers, including major initiatives 
like Prabhakar, Dhumketu and Dnyan- 
prakash that emerged in the 1840s, were 
all monolingual rather than bilingual 
publications, if the major task that native 
intellectuals .saw for them.sclvcs at this 
point was dissemination, surely vernacular 
initiatives were more in keeping with these 
aims? These three major Marathi papers 
also clearly suggested that the bilingual 
relation that Balshastri had sought to posit 
was not borne out by the reality on the 
ground. This had become apparent even 
by the time Durpan ceased publication, 
announcing its plans to amalgamate with 
another native paperofthe time, the United 
Service Gazette. 

Upon Durpan's closure, the proprietors 
of the Gazette decided to simultaneously 
bring out a separate Marathi weekly, 
Mumbai Akhbar, rather than persist with 
the idea of a bilingual venture. Whatever 
may have been the immediate rea.sons for 
Durpan‘s closure, it seems quite clear that 
the series of native press initiatives that 
followed it all hoped to addre.ss larger 


nadve audiences throui^ the use of the 
vernacular. 

The next major shift in the history of 
the Marathi press was discernible after dte 
late 18S0s,ajuncture which, quite rightly, 
is regarded as a watershed in the making 
of state-society relations in colonial India. 
Tlie year 1857 had seen the establishment 
of Bombay University; 1860-1861 saw 
the passing out of its first graduates and 
the emergence of a ‘mature* intelligentsia. 
It may be noted that the emergence of the 
university meant the fixing of the 
vernacular as appropriate only to an 
elementaiy training in the hierarchy of the 
education system, with English assuming 
the position of the sole language of higher 
learning. This paper analyses this pro¬ 
position in some deuiil elsewhere. The 
relegation of the vernaculars within the 
university system was a major landmark 
in the linguistic restructuring that occurred 
during the colonial period. 

Against the.se developments, we notice 
a shift in the linguistic strategy adopted 
in the native press initiatives after 1857. 
The major preoccupation of native 
intellectuals in the 1840$ had been the 
attempt to enlarge the audience for the 
new vernacular discourses. In contrast to 
this trend, the three major weeklies that 
appeared through the 1860s and the 1870s 
were, once again, bilingual ventures. By 
adopting the bilingual mode, these papers 
clearly signalled their intention to span the 
complex political and lingui.stic divisions 
that now clearly characterised the colonial 
social world. 

But it was no longer possible for bilingual 
papers to posit a relation of equivalence 
between English and the vernacular, as 
Durpan sought to do. The structure of die 
bilingual relation proposed in the three 
major weeklies started in Bombay in the 
1 860.S and the 1 870s, Indu Prakash, Native 
Opinion and Subodh Patrika, differed 
significantly from that posited by 
Durpan.^^ The main distinction was that 
these later papers did not seek to render 
all published items symmetrically in 
English and Marathi. The layout of the.se 
papers clearly acknowledged that the 
colonial linguistic divide had as.sumcd the 
proportions of an irreversible ideological 
divide between the English and vernacular 
spheres. The papers implicitly admitted to 
the exi.stencc of two virtually discrete 
audiences, to whom non-identical sets of 
mcs.sage.s needed to be directed and who 
basically needed to be addressed in 
different languages. 

The early files for these important papers 
being difficult to come by, this analysis 
of the pattern underlying the choice of 
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language lor Tepons appeanng in tncsc 
bilingual papers would have to be based 
on available records. 

it was customary for the.se papers to 
publish the main news of local events and 
imponani announcements of government 
appointments in Marathi. The Marathi 
articles were generally meant to show the 
intelligentsia’s familiarity with the state 
of affairs in the provinces and articulate 
their views on measures to improve the 
condition of subaltern sections. Thus, the 
important Marathi articles to appear in 
Suhodh Patrika between 1879 and 1880 
included pieces on ’Hindustanatil 
shetkarkaryatil halli nikrusthava.siha va tee 
sudharnacchi upay’ (the depressed 
condition of Indian agriculture and ways 
to improve it) (issue dated June 8, 1879) 
and, ‘Lokanche agyan' (the ignorance of 
the people) (June 22, 1879); Tngrcz lok’ 
(which discu.s.sed the important qualities 
of the British character, including their 
enterprise and drive) (August 3, 1879), 
and ‘[)eshi karkhanyas uttcjanadenyache 
avashyakta’ (the need to encourage native 
industries) (July 6, 1879). 

However, important policy mea.sures and 
government decisions, important court 
cases and appointments of natives to 
positions of high rank, opinitms expres.sed 
in the Anglo-Indian press, especially about 
the native papers, were all reviewed in 
English. As against this, it was in Marathi 
that Suhodh Patrika reported important 
events, especially those having to do widi 
the ‘cultivated* sections of the native 
‘Marathi’ community like the meeting of 
the Marathi Granthotejak Sabha (meeting 
for the promotion of Marathi publications) 
(in issue dated February 22, 1880), the 
first annual prize distribution function of 
the Pune Stree Vakrutatvatejak Mandal 
(association for promoting elocution 
among Marathi women) (June 29, 1880) 
and the Governor’s reception, attended by 
250 native ‘grahasthas’ (gentlemen) 
(July 6, 1880). But it reported in English 
a lecture delivered by Keshab Chundra 
in London (July 20. 1880). Its report on 
the Gujrati Dnyuuprasarak Mandali 
(February 8, 1880) was also in Englitih. 
Shivnath Shastri’s discourse on the Hindu 
religion at the Bombay Prarthana Samaj 
was reported in the Marathi pages, but his 
lecture on moral education at Idphinstune 
College found mention in the English 
section (October 14, 1880). 

The deliberately simultaneous and 
selective use of language in the public 
domain by these papers would show that 
the intelligentsia had developed a keen 
awareness of their unique position to play 
amediatingrolc through theircritical ability 
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colonial society. It is in this sense that this 
author would argue that by this point, the 
colonial intelligentsia had moved in their 
self-perception from the moment of 
dissemination to a point at which they saw 
their major function as one of advancing 
their own tepre.sentative status in the 
interaction between the colonial state and 
native society. 

Dissemination vs Representation 

Thus, the predominant strategy of 
colonial intellectuals had ceased by the 
1860$ and the 1870s to be an attempt to 
address a wider audience for the radical 
discourses of modernity. Rather, it seems 
that the intellectuals had developed a 
distinct awareness of the political influ¬ 
ence to be derived from their position as 
mediators, that they preferred to assidu¬ 
ously employ their privileged educational 
training to publicise effectively their own 
particular assessment of colonial power. 
As Native Opinion put it: 

The task of the native newspapers and 
political associations is identical to the 
role of the opposition in the House df 
Commons in ^rliament in England. That 
task is of critically examining government 
policy to suggest improvements by 
removing those parts that will not be to 
the benefit of the people, and also by 
ensuring speedy implementation. 

These associations ought to carefully study 
the particular issue.s, gather diverse relevant 
information on the nation as well as on 
what are possible and desirable improve¬ 
ments, and this will surely earn it con¬ 
siderable political influence.’'* 

Several examples may be cited to show 
that the main thrust of the intelligentsia’s 
discourse from the 1860s onwards was 
one that sought to consolidate its own 
claims to speak to the colonial government 
on behalf of the ‘entire’ native community. 
The second generation of bilingual papers 
constantly emphasised their intention to 
work alongside the colonial administration, 
repeatedly declaring that their criticism 
was meant to acquaint the government 
with the views of the native community 
.so as to minimise the possibilities of 
misunderstanding. 

A single illustration would have to 
suffice here: .t long essay on ‘English and 
Native Rule in India’ which was serialised 
in Native Opinion during the first half of 
1868 and was presumably the work of 
Vishwanath Mandlik, the well known 
Bombay lawyer, who also edited the 
paper.This essay was published as a 
response to a proposal from the then 
viceroy to initiate an official inquiry 
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‘masses’ were more prosperous and far 
hairier in British territory dian they were 
under the states ruled by native rulers 
[Anon 1868]. It was a detailed, soberly- 
worded polemical exposition on the 
relative merits and defects of the situation 
in the territories administered by native 
princes and those under Britirii rule. One 
of the author’s main purposes in setting 
up this comparison was evidently to initiam 
a critical discussion of the nature and the 
effects of colonial government and to 
invoke the possibility of self-rule. 

A criticism of the claims of the colonial 
power was not, in itself, new to the native 
press. What was new, however, was the 
intelligentsia’s willingness to now temper 
and ‘adjust’ theircritiqueof colonial power 
in ways that enabled them to use their 
claim to a more intimate knowledge of 
‘native opinion’ to advance their own 
aspirations to displace the British govern¬ 
ment. Theintelligentsia’sefforts were now 
primarily geared to questioning of the 
legitimacy of the colonial state on the 
basis of their own claim to repre.sent native 
opinion. 

The early native press too had engaged 
in a critique of the colonial administration, 
but as ha.s been suggested in the analysis 
of Durpan, the early intelligentsia were 
not preoccupied with a self-conscious 
desire to further their own representative 
claims. Given this shift in the self-per¬ 
ception of the intelligentsia after 1857, it 
was noteworthy that all these papers were 
published from the provincial capital of 
Bombay, even as they publicised their 
claims to be ‘widely circulated in Bombay 
and the Mofussil’.** 

The pattern of native press initiatives 
after 1857 tried to strategically circumvent 
the political consequences of colonial 
bilingualism in these ways. Simuitaniously, 
native discourse showed signs of an 
increasing reluctance to discuss the 
bilingual divide in a forthright matter. 
This unwillingness was part of the 
intelligentsia’sgrowingself-consciousness 
about its political position - which, un¬ 
surprisingly, was marked by a discernible 
shift from their previous willingness to 
analyse candidly the ineconcilable splits 
within the native literate community. 
Instead, native writing from the 1860s 
onwards increasingly tended to gloss over 
these ruptures. Apparently, a growing 
awareness of the conditions under wluch 
they could assumearepresentative position 
led colonial intellectuals to disclaim the 
political signiftcance of the linguistic 
divide or even the hinurchical asymmetry 
between the educated and uneducated 
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sepnents. isiuuhiiustraie bus snintluough 
a reference to writings of Moteshwar 
Kunie,*^ an interesting intelJectusJ of the 
post-18S7 period who deserves more 
attention thw he has hitherto received. 
Kunte published the first part of his poem. 
Raja Shivqji, in 1852 with the explicit 
intention of contributing to the paltry store 
of published literature in the vernacular, 
but significantly, prefaced it with an 
account in English that analysed the state 
of vernacular writing [Kunte 1852:1-15]. 
In this preface he offered an extremely 
perspicacious and detailed description of 
the cultural and linguistic ruptures created 
through colonial education and its impli¬ 
cations for vernacular production, 
especially the possibilities for laicisation 
of culture. In presenting his literacy efforts 
before the ‘public’ he found himself com¬ 
pelled to reflect upon the divisions in the 
(literary) 'taste of his countrymen’. He 
clearly .saw that these contemporary ru- 
pturesdid notcoiTespond with the previous 
traditional divisions along lines of ‘jati’: 

The inhabitants of Mahar.'ishtra, including 
Brahmins, shudras and others may be 
divided into three classes in reference to 
their taste: (I) The Shastris and those 
whom they guide. This class is large.'* 
(2) The educated, (hat is those who know 
English.(3) The uneducated, especially 
those who are indifferent to the Shastris 
or the educated. 

These boldly-offered schematic remarks 
led Kunte to con.sider the possibilities of 
contact and conflict between the norms 
underlying pre-colonial and current literary 
practices. In doing .so, he made some very 
telling observations on the displacement 
of the old norms through the entry of 
English and the implications of the new 
cultural norms and practices for vernacular 
writing: 

Accustomed to read English, thoroughly 
sensible of what English poetry is, and 
competent by their education to enter into 
the feelings of English authors... But such 
is not the case with Marathi, though it be 
their vernacular. Here they find raw 
materials, uncouth expressions and a 
versification to which, perhaps, their ears 
are not accustomed. A shastri docs not 
consider a poetical line te be tolerable till 
it is considerably stuffed with Sanskrit 
words, for pure Marathi grates upon his 
ears. Here there are two facts: the fhet (hat 
the educated do not find Marathi tolerable, 
and the fact of the Shastris looking down 
upon it. Nothing is commrm to these two 
classes except that they do not labour at 
Marathi and cultivate it, but that they look 
at it from a Sanskrit or an English point 
of view (Kunte 1852:4] (emphasisadded). 


But (he task of criticid analysis was 
seemingly not identical with the task of 
advancing political possibilities, and what 
could beemphasised within the framework 
of the former was not necessarily ad¬ 
missible within native discourae as it is 
sought to foreground its own representative 
claims. Writing about the 8trategie.s that 
the intelligeni.siacouId adopt tomanoeu vie 
its way across the cultural and .social divides 
a few years later, Kunte was, thus, clearly 
unwilling to admit to the disruptive effects 
of colonial education. His rem^s in Part II 
of his English treatise of 1871 -The Refom 
Question - present a striking contrast to 
the prefatory essay of 1852 discussed 
above. 

The later piece .seeks to a.ss6.s.s the benefits 
of British rule and also deliberate upon 
ways to strengthen representative contact 
between the British rulers and native 
society so as to minimise the political 
liabilities of a ‘foreign government ruling 
over a dependency’. In striking similarity 
to the ‘Mandlik* essay mentioned above, 
Kunte acknowledged that the intelli¬ 
gentsia’s strength was their ability toclaim 
a greater proximity to the ‘native people’, 
than the British government [Kunte 1871: 
18-391- 

Clearly, the prospect of consolidating 
theirown position locontcstthe legitimacy 
of colonial rule placed limits on the intel¬ 
ligentsia's willingness to publicise the 
divisions within native society. Kunte's 
otherwise a.stutc analysis of the political 
changes introduced through colonial rule 
is marked by a questionable disclaimer of 
the political advantages accruing to those 
privileged with access to colonial educa¬ 
tion. Crucially, it was only in English that 
such a di.savowal atsserting a dubious 
equality between tho.se who had access to 
English and those who did not, between 
the uneducated ‘many* and their educated 
spokesmen, could be made. Thus in 1871 
Kunte could make the following claim: 
The class of educated has come into 
existence. 1 am nut willing to make any 
distinction between the educated and the 
uneducated so far as political questions are 
concerned; and a di.stinction is not tenable, 
for an examination, based more on the 
strength of mind than on the amount of 
knowledge crammed, will not fail to 
discover that the uneducated in some cases 
really know mure than many educated 
gentlemen. Whether educated or un¬ 
educated - the terms being used according 
to the f1i{^>ant usage of the present time 
- there are many natives throughout India 
who strive for the good of the country, and 
the purity of whose conduct and the 
nobility of whose aspirations are ill- 
rewarded by the nation which docs not 


understand them, ondby rulers whocannot 
condescend to appreciate them" [Kunte 
1871: 11]. 

Ill 

Aesthetidsatiun, Intolerance, 
Hegemony in Vernacular Sphere 

After this analysis of how the bilingual 
divide figured in the changing self¬ 
perceptions of colonial intelligentsia as 
they progressed in their ambitions to 
acquire a position of hegemonic influence, 
the last section will examine the ideological 
orientation of the Marathi intelligentsia as 
they came ofage, so to speak, in the 1870s. 
By the time vernacular discourse came to 
show a concent with developing a modem, 
literary aesthetic, the grounds for the 
arguments for the cultivation of a modem 
Marathi had altered fmm those empha¬ 
sised within early native discourse. An 
important aspect of the earlier arguments 
had been the emphasis on developing a 
vocabulary in the vernacular that would • 
help extend a modem rationalist critical 
discour.se within native society. After the 
1860s the emphasis was not so much on 
dissemination but on defining the norms 
for a ‘high’ vernacular literary canon of 
Marathi writing and its pa.st. 

Such attempts to articulate a collective 
self-identity tif the Marathi people were 
part of the vernacular intelligentsia’s 
ambition (o assert their exclusive right to 
speak on behalf of the modem literate 
Marathi community. Tliese efforts to define 
a relatively homogeneous literary/cultural 
identity through the vernacular were part 
of a larger ambition - to as.sert repre- 
sentati veclaims over the numerically signi¬ 
ficant, non-English-educated ‘public’. 
Implicit in the.se attempts to foster a high 
‘literary’ di.scoursc were the ‘mature’ 
intelligentsia's ambitions to, hamc.ss the 
vernacularsphere, in a mannerof speaking 
to validate their own claims to a re¬ 
presentative voice. 

Despite continuities with earlier native 
discourse, the post-1860inteiligenLsia gave 
the impression that they were no longer 
seriously persuaded by the ideas of 
egalitarianism and open access. This 
underlying tension between the logic of 
dissemination and that of rcpre.scniation 
is best illustrated through references to 
writings in Nibandhmalu, edited and 
published by Vishnushastri Chiplunkar 
and considered the very epitome of the 
Marathi litcraiy ‘rcnai.ssance’ of the 1870$. 
The rest of the discussion here will suggest 
the paradoxical links between Uic pos¬ 
sibilities for hegemonic articulation in the 
colonial context, on the one hand, and on 
the other the aesUieticisation of vernacular 
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discourse, its growing orthodoxy and its 
simultaneous accommodation of the 
superior status of the English sdiere. 

Along with Vividhdnyanvistmr^sxmei 
in 1867, Nibandhmala in 1876 sought 
self-consciou.sly to create and address a 
‘literary’ audience in Marathi, thus putting 
the project of articulating a collective 
identity for the ‘Marathi’ people and their 
past on the agenda. It acquired a reputation 
for its efforts to define and publicise the 
criteria of literary taste and modem prose 
style in Marathi. Alongside such a concern 
with the establishment of norms of ‘high’ 
literary taste and cultivation for Marathi, 
a characteristic element of its discourse 
was a virulent attack on attempts by 
subaltern groups to mark their presence 
in the sphere of literate production. This 
exercise of ideological consolidation 
through a .self-consciously articulated 
‘literary’ discourse in the vernacular was 
thus underwritten by a hardening stance 
towards marginal attempts by socially and 
intellectually ‘inferior’ ca.stes to voice their 
interests in the public domain. 

Evidently the need for ideological 
consolidation within the vernacular sphere 
led to a concern with the creation of a 
predominantly ‘literary’ discourse in 
Marathi which, signiHcantly, saw a 
simultaneous shift away from the previous 
emphasis on the production of a socially 
‘useful’, critical discourse based, in 
principle, on coascnsual norms of com¬ 
munication. Thus, the literarisation of 
vernacular discourse had an implicit dual 
agenda: of defining a distinct, homo¬ 
geneous identity that would symbolically 
repre.sent the ‘Marathi’ public, but in ways 
through which the educated elite could 
signal its cultural superiority and ex- 
clu.sivity. 'fhe logic of an aestheticised, 
exclusive vernacular di.sc^rse could 
appiucntly coexi.st quite comfortably with 
the renunciation of even the nominal pos¬ 
sibility for the emergence of an egali¬ 
tarian. laicised iitera'e culture.^ • In demon¬ 
strating its ability to .sustain this disjunction 
between the aesthetic and the political, 
liberal vernacular discourse had evidently 
come of age! 

By all accounts, Nihamihmala was able 
to create a niche for itself.^* To go by 
Vishnushastri’s reputation as a definitive 
influence in moulding modem Marathi 
style, it is apparent that its brand of literary 
politics struck a chord with its audience 
and filled an important ideological gap 
within the vernacular sphere. What gave 
the journal its distinctive character and 
appeal was Vishnushastri’s a.sseitive flair 
in combining a liberal, expansive tone of 
discussion vis-a-vis literary matters with 


a trenchant, exdusi vist, upper-caste claim 
to define the collective identity and the 
boundaries of the vernacular sphere. 
A major factor in the journal’s appeal lay 
in its apparent knack of maintaining a bold 
and audacious public posture in the face 
of evident internal dissonance within the 
vernacular sphere. Nibandhmala's dis¬ 
course kept up a militant posture against 
both the colonial state and the missionaries. 
But it is important to remember that its 
position was far from one where it enjoyed 
a general acceptance within the articulate 
.sections of the native community. In fact, 
the journal often met with opposition from 
the upper-ca.ste intelligentsia.^^ 

Thus, almost paradoxically, Niban¬ 
dhmala's a-ssertive style stemmed from a 
deeply fraught position. Indeed, there were 
many signs that upper-caste attempts to 
assert their dominance by articulating a 
representative ‘Marathi’ identity were not 
backed by an underlying .social consensus. 
Even Nibandhmala had to admit to the 
chaos that prevailed at the 1878 annual 
meeting of the ‘cultivated’ Pune 
Vakrotejak Sabha, a body intended to 
promote skills of public-speaking within 
the Marathi community.^^ Similarly, as 
we also icam from other sources, the efforts 
to hold the first ever gathering of Marathi 
writers, (Marathi Gianthkar Sabha) in 1878 
were, even by the organisers’ own admis¬ 
sion, far from successful.^ Chiplunkar’s 
own writings in Nibandhmala repeatedly 
alluded to the serious difficulties en¬ 
countered in producing a regular supply 
of standard articles to sustain a journal like 
his which that sought to rely on ‘original’ 
composition in the vernacular. All this 
testifies to the vulnerability of such at¬ 
tempts to articulate an elevated literary 
discourse in Marathi. 

But the confident tone and self-assured 
style of Chiplunkar’s prose is in complete 
contrast to what one might expect to find 
against this background of internal 
contestation and discord surrounding the 
attempts to define a homogeneous vema- 
cularliterary public. This apparent paradox 
makes sense when seen against the major 
disjunction underlying Nibandhmala's 
cultural politics-namely, the coexistence 
within its pages of an ambience of 
‘progressive’ commitment to the cause of 
original . omposition in Marathi and 
vernacular literary taste widi an aggre¬ 
ssively anti-lower-caste discourse. 

The most vehement instance of this 
intolerance was provoked by the pub¬ 
lication of Phule’s Culamgiri and the 
annual report of the Satyashodak Samaj 
for 1872- 73. Nibandhmalareviewedthem 
in a most immoderate and abusive 


fashion.^ The occasion seemed to have 
brought out die most intemperate side of 
the particular brand ttf the sarcastic, Utter 
humour that it adopted as its trademark. 
The review simply turned out to be tm 
excuse to berate the basic thrust of niule’s 
politics. In taking an anti-low-casie position 
publicly, the Mala was presumably 
speaking on behalf of its re^ership and 
for their ‘benefit’, thus clearly betraying 
its own political interest and position. 

The main provocation seem^ to stem 
from the attempts of lower-caste com¬ 
munities toorganise themselves to petition 
the colonial state on their tight to education 
and public access. Clearly, the upper-caste 
intelligentsia saw this as likely to under¬ 
mine their attempts to secure a hegemonic 
position vis-a-vis the colonial state and the 
native social world. Not surprisingly, the 
establishment of the Satyashodak Samaj 
in Pune in 1873 was seen to pose an 
immediate threat to the position of the 
vernacular intelligentsia, which had tried 
to carve out for itself a precariously 
balanced, ‘.secondary’ space in between 
the ‘high’ (university-educated) intelle¬ 
ctuals and the ‘ordinary masses’. 

Chiplunkar's aggressive criticism was 
aimed at the whole range of Phule’s 
activities, from the publication of his anti- 
brahmanicai Brahmanache Kasab [Phuie 
1869] and Culamgiri (Phuie 1873] and his 
articles published in the missionary paper, 
Satyadeepika (l*une) to the organisational 
efforts of the Satyashodak Samaj. The 
disparaging comments about Gulamagiri 
were made under a thin veneer of aesthe¬ 
ticism. The annual report is criticised for 
not conforming to the norms of current 
literary discourse and ridiculed for w hat 
Chiplunkar considered the inaccuracies of 
its ‘fantastic’ coinagesandhistorical imagi¬ 
nation, and also for its apparent gram¬ 
matical deficiencies.^^ 

But the review did not stop there. It went 
on to criticise, in very coarse language, the 
attempts of lower caste groups to take 
advantage of the education offered in mis¬ 
sionary .schools. These were seen as a 
conciliatory po.sition towards the colonial 
administration and the missionaries, 
which in Qiiplunkar’s view amounted to 
subversion of the upper-caste intelli¬ 
gentsia’s attempts to extend a homo¬ 
geneous character to the vernacular sphere 
(Nibandhmala, August 1877, p 14). 
Phule’s objections to the exclusivist and 
oppressive a.spects of brahmanism were 
only answered with a derisive chauvinism 
that, at best, promised with a patronising 
arrogance that the question of l^manical 
privilege would be reviewed 'gradually* 
and ‘at the appro^xiiite time'.^* Chip- 
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Ivikar’sbostiliQrtQtheSatyadKxlakSainBj 
was couched in language which was far 
from decorous, which made no pr^ence 
of respecting the norms of libera! com¬ 
municative rationality. For the sake of 
brevity, this point is being substantiated 
with only a single example; 

Under the present conditions (it needs to 
be considered) how wise and really 
courageous it is for fools like Jyotiba to 
shamelessly bark away at brahmins and to 
vie for crumbs that may be thrown at them 
according to the convenience of those in 
power, similarly, it is worth thinking about 
how becoming it is in the present political 
situation (deshstithi) to establish sabhas 
in orderto trade abuse amongstoursclves.^^ 

In stark contrast, any suggestion of such 
contemptuous bravado is kept out of 
Nibandhmala's attempts to elaborate a 
high-literary critical discourse in Marathi. 
In its literary discourse, the journal’s tone 
was unfailingly decorous and expansive 
- the cordiality no doubt occasioned by 
the homogeneity of the social position, the 
interests of its readership. It was the 
Nibandhmala’s practice to publish an 
annual review in which the editor also 
gave his assessmentof the journal’s work 
during the preceding months. The tune 
adopted in such pieces unvaryingly showed 
a modest and respectful attitude to the 
reader. Often the journal would go to great 
lengths to explain its difficulties to its 
subscribers. It would humbly ask for their 
forbearance on account of the numerous 
obstacles within the situation of colonial 
modernity which prevented a journal 
aspiring to be a standard, ‘original’, 
‘literary’ publication from sticking to its 
regular schedule. Again,just one example 
will have to do here: 

... we humbly request our readers that the 
reasons for the irregularity of our journal 
are none other than those discussed above. 
Our chief intention being to serve our 
readers’ interests, we ask them to bear with 
us if the work takes somewhat longer. 
They ought to remember that we do not 
as yet pos.se.ss the skills to reel out five 
or six pages at a sitting like (Samuel) 
Johnson, nor are the printing pres.scs here 
efficient enough for books to be produced 
within a few days of the type being set.^ 
Seemingly, then our ‘malakaar’, as 
Chiplunkhr was often referred to by his 
contemporaries, had perfected the strategy 
of adjusting his tone and manner of address, 
given the intellectual and social domain 
he sought to address. Evidently a cultivated, 
liberal tone of elevated deliberation was 
to be reserved exclusively fOT a discussion 
of ‘high’ literary matters amongst a like- 
minded audience. But, as we have seen. 


thit like-mtiided. apparently cultivated 
audience was perfei^y capable of relin¬ 
quishing all norms of etiquette and 
tolerance in speaking of its ‘inferiors’, 
especially when they were seen to 
transgress upon the former’s ‘rightful’ 
privileges. 

Also significantly, despite the perceived 
need to consolidate a strong collective, 
anti-colonial identity through the 
vernacular, Nibandhmala, never sought to 
play down Chiplunkar’s unstinting 
admiration for the English language and 
its literature. Besides his somewhat im¬ 
moderate and highly aesthetiuised reve¬ 
rence for English seen in his famous 
comparison of English ‘vidya’ to the milk 
of atigress [ChiplunkarN D),Chiplunkar's 
writings were liberally annotated with 
quotations from and references to the works 
of famous English authors and poets. On 
both counts, a conuast with Balshastri 
Jambhekar’.sposiiionasanearly vernacular 
intellectual, discussed earlier,*' springs to 
mind. As we have .seen, Balshastri’s pre¬ 
occupation with the critical discourse of 
English rather than the literary ones enabled 
his engagement with modem possibilities 
to be far less aestheticised than is in 
evidence in the vernacular writing of 
Vishnushastri Chiplunkar. 

NibatuUmala published three influen¬ 
tial e.ssays on ‘Ingrezi bhasha’,^^ giving 
detailed accounts of English literary his¬ 
tory, focusing especially on the emergence 
of a learned yet commonly-understood 
language in modem prose through the 
publication of periodicals and literary/ 
critical journals like the Spectator, 
Rambler, Edinburgh Review and West¬ 
minster Review. Vishnushastri was thus 
enthusiastically open to the literary possi¬ 
bilities that a familiarity with English 
allowed access to even while he and other 
vernacular intellectuals of the time showed 
discernible signs of rejecting many of the 
political premises central to liberalism. 

Hie argument that the anti-lower-caste 
virulence within vernacular discourse was 
necessarily linked to the assertion of the 
upper-caste intelligentsia’s dominance 
should not be misconstrued as over¬ 
emphasising the extent of upper-caste 
authority over the vernacular public. 
Rather, the extreme intolerance shown to 
the tower-caste leadership can be read as 
a sign of the fragility and the weakne.ss 
of the intelligentsia’s position: their 
discourse could hope neither to subsume 
nor accommodate subaltern viewpoints. 
Thus, although mainstream vernacular 
publications in the 1870s and after may 
have effectively excluded lower-caste 
voices, the emergence of the non-brahmin 


nmvenMnt as an important force ht tiie 
regional political sphere by the early 
decades of the 20th centmy testifies to the 
historic ‘incompleteness’ of the hegemonic 
position that the upper-caste intelligentsia 
had sought to es^Iish in the latter half 
of the nineteenth century.^^ By the time 
modem Marathi had found its ‘high’ 
literary voice, lower-caste groups clearly 
did not see by themselves as of the 
public that the upper-caste, vernacular 
intellectuals sought to define. The lower- 
caste presence in the public sphere was 
increasingly to take the form of a separate 
‘counter-public’ with its own distinct 
constituencies, expressive forms and 
mobilisational strategies. 

Importantly, Nibandhmala served as a 
prelude to a series of important cultural 
and political initiatives in which 
Chiplunkarand Lokmanya Bal Gangadhar 
Tilak were closely associated - namely, 
the formation of the ‘autonomous’ Deccan 
Education Society and the launching of. 
the Aryabhushan Press, the New English 
School and a book depot, as well as Kesari 
and Maratha in Pune by early 1881.^ 
Chiplunkar did not live to see all these 
efforts flourish, but he remained closely 
involved with them until his premature 
death in 1882.^^ And yet, for all his bold 
and energetic efforts to articulate an 
assertive, anti-colonial literary style for 
Marathi through absorption of the 
inspiration English had to offer, Chiplunkar 
could not ignore the evident discrepancy 
between the ambience of heightened mili¬ 
tancy that his discourse emphasised and 
the signs of political subjugation and 
subordination of the vernacular sphere 
that he saw around him. 

In the essay referred to above in which 
he spoke of the great promise of heroic 
empowerment ‘implicit’ in the English 
language, Chiplunkar claimed that anyone 
reared on English books could never be 
weak, a.s he or she would imbibe qualities 
like enthusiasm, courage, righteousness 
and independence through his or her 
reading. In reality, there appeared to have 
been little evidence of the above qualities; 
instead servility and subordination seemed 
‘0 be the rule. Time and again Chiplunkar 
was forced to acknoiwedge the contrast 
between the ideal picture of valiant 
intellectuals who could challenge the 
colonial state merely through the power 
of their discourse and the .subservient and 
petty ways of colonial intellectuals 
[Chiplunkar ND). 

This is not surprising when one considers 
the actual circumstances of those who 
made up the readership of the vernacular 
press and periodicals.^ Nibandhmala 
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lelied mainly on semMiteraie, poony- 
educated readers drawn from among those 
who manned subordinate positions in the 
provincial bureaucracy or were employed 
in the severely under-funded vernacular 
schools. Priced as it was at 4 annas per 
issue, or at Rs 2 per year if paid for in 
advance,die journal's target audience 
typically comprised lower middle class 
readers. This was a stratum over which the 
‘high’ college-and university-educated 
intelligentsia could hope to exercise little 
direct influence on account of die latter's 
minimal capacides to contribute to a public 
vemaculardiscourse. Itwas this provincial, 
lower-class, semi-literate audience which 
had little English which the vernacular 
intelligentsia aspired to cultivate as their 
particular sphere of influence. 

But clearly, given the prevailing 
linguistic and political hierarchy, they 
could not hope to do this independently 
of the English-educated, ‘high’ intel¬ 
ligentsia. Vernacular literary discourse, 
even at the high point of its own so-called 
’renaissance’, showed little explicit hos- 
dlity to the English sphere despite its 
evident subordinadon under the influence 
of the latter. It was not easy for vernacular 
intellectuals to ignore the ground-level 
discontinuities between the English and 
vernacular spheres within the realm of 
political discourse.^^ But at least while 
speaking to a homogeneous, autonomous, 
‘literary’ audience the vernacular intelli¬ 
gentsia could choose to overlook its own 
asymmetrical situation vis-a-vis the 
English sphere. 

Through these manoeuvres, the 
vernacular intelligentsia hoped to carve 
out its own sphere of influence within a 
larger quest to contest the authority of the 
colonial state. It sought todo this by helping 
to form a vernacular discursive network 
in the Marathi-speaking areas which 
simultaneously valorised upper-caste 
opinion and reinforced its enormous local 
clout, acquired through the dominant 
upper-caste presence in the provincial 
bureaucracy. 

Notes 

[An earlier version of this paper were presented 
at the conference on ‘Fusing Mixierniiy; Ap¬ 
propriation of Hisioiy and Political Mobilisation 
in South Asia’ organised by the Japan Centre for 
Area Studies at the Museum of Ethnology, Osaka 
between 12-14 January 1999. My most sincere 
thanks to the organiseni, especially Fujii and 
Fiimiko Oshikawa and all the participants who 
contributed fo the discussion.} 

1 For a detailed argument about the impact of 
the entry of Uugtish, print and the making of 
a colonial public .sphere see Naregal (1998). 


i in me tsomoay presinency a signuicam 
proportion of the funds for education came 
in ihroogh contributions and sulucriptions 
from native seths, which indicated that native 
elites recognised the challenge represented by 
the new cognitive and communicative 
networks. It is interesting to note that wealthy. 
Marathi-speaking, Hindu seths were much 
more forthcoming in their support of the new 
schools and the Education Semiety than they 
were willing to invest in MaraAi priming 
presses. 

The story of the negotiation of the new 
literate norms by the Gujarati-speaking Farsi 
community in Bombay follow^ a different 
trajectory. The extensive involventent of the 
community in the China trade as well as Farsi 
investment in colonial trading companies 
created a market for the circulation of 
information related to the movement of goods 
on the world market. ‘This provided Farsi seths 
with a strong inducement to invest in the Tint 
presses for newspapers in Gujarati. In 
comparison, the participation of the seths 
from Marathi-spe^ing communities in the 
colonial trade was insignificant. Therefore the 
emergence of Marathi newspapers had to await 
the rise of the first generation of colonial- 
educated intellectuals. 

3 Arguing that the education project was 
intended to overcome what were perceived 
within colonial discourse as the fundamental 
deficiencies of indigenous knowledge and 
culture, Krishna Kumar has very rightly 
suggested that the ideological agenda of 
colonial education was linked to the problems 
of transferring bourgeois ideas of private 
property and economic order to the colonial 
situation. However, to read this telescoping 
of functions into the education project as a 
‘mask* for the commercial drain of the 
indigenous economy by the metropolitan 
bourgeoisie, as Gauri Vishwanathan’s early 
work tends to do is to elide ovef the nature 
of the complex contradictions underlying the 
making of colonial modernity. Sec Vishwa- 
nathan (1989) and Kumar (1991). 

4 Translated from Marathi. 

5 Notice for example the views expressed in the 
Bombay Durpan. the first native Marathi news¬ 
paper to be established (in 1832), published 
from Bombay. The effotts of the govcrament‘s 
Education Society were prai.sed, but the 
editorial comments simultaneously drew at¬ 
tention to the openings for intellectual better¬ 
ment enrichment and the opportunities for the 
negotiation of political power under the new 
regime: ‘Undcragovernment which patronises 
literaty improvements and encourages the 
diffusion of useful learning among its subjects, 
the cultivation of die mind is prosecuted with 
more ard-'ur and with greater success than 
under a ruling power that is despotic... The 
discoveries of one generation lead to others 
by the succeeding one, thus the arts and 
sciences flourish, and civilisation then advan¬ 
ces with rapid strides. But it does not so much 
depend upon the ruling power as . with the 
people themselves to improve theirinteilectual 
condilion.‘ See Bombay Durpan, March 2, 
1832 in Jombhekar (1950), Vol 2, p 30. 


o aue lor example me rrDspeGiiiwnaauiveiiB 
and the ripening article dwt explained the 
value and puipose of the periodical prest in 
the inaugural issue January 6, 1832, re¬ 
printed in Jambhefcar (1830), Vol 3, ppl*5. 

7 In his short life-span of 36 years, Balshastri 
(1810-1846) accomplished a lot. He was 
appointed assistant profeasor of mathematics 
upon the establishment of the college division 
of the Elphinstone Institution in 1834. The 
board of education was created in 1840 and 
Jambhekar was the educational inspector of 
the southern division. As educational inspector 
he had to tour the province to help establish 
a regional network of schools. He also ouight 
al the Normal School attached to Elphinstone 
College, besides being responsible for the 
preparation of teaching materials through 
translation in a wide range of subjects, inclu¬ 
ding astronomy, geography, history, grammar 
and mathematics. 

8 Prastavana, Bombay Durpan quoted in 
Jambhekar (1950), Vol 2, p 2. 

9 TheothertwoeditorsoftheOMrpan.Janardhan 
Vasudev and Raghunath Harischandrajee 
were both prabhus. For information about 
Raghunath Harischandrajee see Jambhekar 
(1950), Vol 3, appendix 2. p 385. 

10 Although NibondJiinaiadiffered from Durpan 
in the type of material it published, it is 
interesting to note that isisuc after issue of the 
latter journal published expostulations des¬ 
cribing the difficulties of sustaining a verna¬ 
cular journal and the difficulties faced by 
native editors and publishers, with frequent 
comments on the greater advance made by 
print culture in the west. 

11 Plans to Stan a ‘useful’ periodical had been 
announced in January 1839. Digdarshan saw 
itself as a journal devoted to detailed anicles 
(either translations from other sources or 
original compositions) for a general audience 
on^atious .subjects such as geography, history, 
chemistry and general knowledge. The first 
issue came out in May 1840, and the journal 
probably survived tilt March 1845, with some 
long gaps in between. Priced at Rs 6 per year 
(Rs 5 if paid for in advance), the journal was 
estimated to have had a circulation of 300 
copies, a third which were probabiy sub- 
scritpions from government officials and 
missionaries. See Jambhekar (1950), Vol 3, 
Appendix 3, pp 85-86. 

12 The following comment occurs in a piece 
entitled ‘Qualifications necessary for superior 
offices’ in Durpan of March 17, 1838: “For 
let us candidly examine what advantage a 
(native) person possessing no other quali¬ 
fications than an acquaintance with English 
can have over a European inoperly educated 
al Aylesbury (Haileybuiy’J). ‘The latter is 
decidedly more competent to do all in which 
the knowledge of the English language is 
requisite; whereas the former, having but 
imperfect acquaintances with the languages 
of the country, cannot prove more efficient.. 
Such a native is inferior to a European in 
general information and intelligence, while at 
■he same lime he is deficient in the quali¬ 
fications of local knowledge, and proficiency 
in the native language, which alone can make 
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Mm more useful than a foteigiier’(Jambhekar 
1950), Vol 2. p 136. 

1 Dnyanprakash stalled as a Marathi paper 
from Pune in 1849 but switched over to the 
bilingual mode in 1863 and survived well into 
the next century. For details of the history of 
Dnyanprakash see Lele, (1964). 

I The above excerpt is retranslated into English 
from a Marathi translation of the item that 
originally appeared in English in the Native 
Opinion. See Native Opinion, April 3, 1870 
quoted in Marathi in Havalder (1927). 

> Vishwanath Narayan Mandlilc (1833-1889) 
was boom in a chitpavan brahmin family in 
Ratnagiri. He studied Sanskrit at home before 
going on to the village Marathi school and 
the ^tnagiri English school. Mandlik came 
to Bombay in 1848 and was recognised as a 
bright .student throughout his time at the 
Elphinstone Institute. He was active in the 
students’ literary and scientific society. He 
held various positions in the bureaucracy of 
the education department before going on to 
become the government pleader between 1874 
and 1884, chairman of the municipal 
corporation in 1879 and the dean of arts in 
the University of Bombay in 1889. As a well- 
established legal professional and government 
bureaucrat of his time, Mandlik was an 
advocate of administrative reform that would 
allow the intelligentsia a greater influence in 
political affairs. But although (his) views 
conflicted with those of the ’sethia’ lobby in 
the Bombay Association, his own stance on 
many social and political issues of the time 
tended to be quite conservative. Mandlik 
opposed the Khoti Settlement Bill of 1879, 
a measure for banding over rights to tenants 
in the Konkan. Similarly, he had strong 
reservations about Malaoari's Bill on the issue 
of the age of consent. In arguing again.st the 
use of legislation to regulate social conduct, 
he anticipated the orthodox position that Titak 
was to take later. 

S The full text of an advertisement for Native 
Opinion read; ‘Native Opinion, an Anglo- 
Marathi journal, published every Sunday 
morning and widely circulated in Bombay 
and the mofussil. Terms of subscription: 
Annual subscription in advance...Rs 15. This 
advertisement appeared on the back cover of 
the booklet version of Anon (1868). 

7 Moieshwar Kunte (1835-1888) was bora in 
a poor family at Mahuli near Satara. A student 
of the Kolhapur Engli.sh High School, he 
completed his BA from Bombay University 
in 1864. He was appointed headmaster of the 
Karachi High School, where he studied Sindhi. 
In 1867 Kunte returned to Krihapur, as head- 
matitcr of the Rqjaram High SchMi. While in 
Kolhapur, he studied Sanskrit, especially 
alankaarshastra and music. He was the first 
Indian to be appointed headmaster of the Pune 
High School. He also did a brief stint as 
professor of Sanskrit besides ofTiciating as the 
principal of Elphinstone College and 
Ahmedabad College. Kunte was known to 
have been something of an entrepreneur too, 
establishing a unit for making lead pencils. 
He also served tm the Pune municipality. 

Kunte’s ballad on R^'a Shivaji was his first 


Marathi composition. He wrote it for a 
competition sponsored the Ooksftina Prize 
Committee, and for this hb won the second 
prizeof Rs 100. Hispoem DnyanHeckMiMiya 
SuUt (On Knowledge being the Foremost Joy) 
was published in Dnyanpnisarok in 1862. His 
English poems included The Rishi and The 
Famished Village, the latter based on the 
experience of the famine of 1876-77. He also 
published his treatise on The Reform Question 
in 1871, but his main contribution to the 
emerging nationalist discourse was his The 
Vicissitiules of Aryan Civilisation in India, 
Oriental Press, Bombay, 1880. Kesari paid 
rich tributes to Kunte’s scholarship when he 
died in October 1888. This summary is taken 
from Bhonsle (1992), pp 5-54. 

18 Elaborating on the characteristics of this 
category of intellectuals, Kunte says, ‘Dur 
‘shastris’ have doubtless exercised important 
influence on the literary taste of our country¬ 
men; nor is their education contemptible.... 
There is enough of excellent Sanskrit literature 
to enable our shastris to be acute critics. But 
their taste is affected. Instead of wailing to 
see how one large general argument or 
sentiment is developed, and how general 
arguments and remarks are brought to bear 
on the evolution of a particular feeling, they 
expect something artistic in every couplet; 
and they look for excellence and interest in 
the elementary subordinate ideas rather than 
in the combined effect”, see Kunte (1852), 
pp 2-3. 

19 About the English-educated, Kunte observes, 
“Next to the shastris in numerical strength but 
far superior to them in intelligence and in such 
power as intelligence imparts, come our 
educated countrymen. Their ta.ste is improved; 
their understanding is enlarged; their judgment 
is generally correct and formed after 
consideration; and their minds ate free from 
prejudices”, [Kunte 1852: 3]. 

20 Vividhdnyanvistaar was the Tirst privately- 
owned, self-consciously native literary journal. 
It proclaimed itself lobe a 'monthly magazine 
of Marathi literature for ladies and gentlemen'. 
It was started by R B Gunjikar from Pune in 
1867, the same year that the government- 
owned Marathi Dnyanprasarak ceased 
publicaticm. It was published until 1937. 

The first issue carried an introductory 
editorial which was clearly suggestive of the 
journal’s underlying aspirations for hegemony 
through the development of a modern, 
‘cultivated’, ‘literary’discourse. "Weueglad 
to be able to prove what a great need there 
is among our people, especially women, for 
a monthly journal such as this. Butourpleasure 
is equalled by our regret that in a vast and 
densely-populated province such as Bombay, 
there does not exist a single journal gear^ 
towards the welfare and recreation of approxi¬ 
mately TO.QOO students who benefit each year 
from the 17 lakhs spent out of the joint funds 
from thegovernment and the ryots’. Expressing 
gratitude for the support shown by readers, 
the first editorial in the second year reiterated 
the journal’s intention to be useful to both 
women and men. It undertook to publish 
articles relating to education including irans- 


lationa, literary criticism, grammar and pat¬ 
riotic lessons (desh^an) for students; essays 
on worldly and practical (’vyavahaarik*) 
subjects like hygiene and inuiginative stories 
('chamatfcarik goshta’) and poems for enter- 
tainmem. TVansIated frmn Kuikorni (1976). 
P 3. 

21 Thai the upper-caste intelligentsia hod given 
up any substantial commitment to laicisation 
that it might have had borne out in the 
concerted campaign launched in anikipation 
of the Education Commission’s sittings in 
1882, as well as in the depositions made 
before it. Many of the established, upper- 
caste figures asked to testify before the 
commission were candid enough to admit 
that primary education had hitherto not been 
placed upon a sound basis, and that it had 
not spread evenly among all communities. 
Some admitted that the state of primary 
education needed to be improved, but fewer 
were willing to admit to the discrimination 
faced by lower-caste students at the hands 
of upper-caste teachers and students in the 
government schools. But all of them were 
unanimously opposed to any measures that 
might affect the access of upper-caste students 
or government allotments to higher education. 
See Government of India (1884). 

For further examples of the upper-caste 
position by the 1880s on the principle of 
general access, see article entitled 'Primary 
Education and Indigenous Schools’. Quar¬ 
terly Journal of the Pune Sarvajamk Sabha, 
July 1882, Quoted in Native Newspaper 
Reports for week ending October 21, 1882. 

22 The report in the annual review at the end of 
the second year spoke of the circulation having 
doubled in the course of Mold’s second year. 
The summary in issue No 36 also speaks of 
its increased circulation. Sec Nibandhmala, 
a commemorative volume. Chitrashala Press, 
Pune, 1917, pp 309-11. 

23 Chiplunkar’s abrasive style and anti-reform 
views had brought him into disagreement 
with many other intellectuals of his time, 
including Moieshwar Kunte and even Agarkar. 

24 Full account published in Nibandhmala, issue 
No 21 and briefly mentioned in the year-end 
summary for 1878 published in issue No 24. 
p 307. 

25 Review article ‘Marathi Granthotejan' in 
Vividhdnyanvistaar, Vol 10, No 3, Mr.-eh 
1878 in anticipation of the Marathi 
Granthkaaranche Sammelan that tcxik place 
in Pune on May 11,1878. For full text of the 
articles sec Appendix in Kulkarai. (1976), 
pp 138-163. 

The second conference in 188.1 did not fare 
much better. Phule rejected Kanade's 
invitation to take pan in the second ‘Oranth- 
kaar Sabha', citing the fundamental diffe¬ 
rences between the liieraiy and political vision 
of the Salyashodak Samaj and .sabhas that 
wished to preserve uppcr-caste privileges as 
the reason. Sec Phule’s letter in Dnyanodaya 
of June 11,1885, reprinted in Mahatnut 
Phule Samagra Vangmayo, Bombay, 1991, 
p 344. 

26 Review titled,'Marathi Puslake: Salyashodak 
Sanr.ajBcha Report’, Nihandhnuila, No 44, 
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August 187'/. pp 1-19. For the text of the 
Report see ‘Pune Satyashodak Samajacha 
Report’ for September 24, 1873-September 
24. 1873 reprinted in Phule Samagra 
Vangmaya. pp 193-203. 

27 Sec Review titled , ‘Marathi Pustake; Satya¬ 
shodak Samajacha Report' Nibandhmala. No 
44, Augu.st 1877, pp S-8. 

28 Reviewof/3i/iban</AHinA/tband/ima/a,No48, 
December 1877, p 25. 

29 Translated from Marathi. See Review, 
Nibandhmala, No 44, August 1877, p 14. 

30 Translated from Marathi, Annual Review for 
xm.Nihandhrnala, No 48. December 1877 
reprinted in Nibandhmala,ncomtnemomivt 
volume, ChitrashalaPrcss, Pune, I917,p 3IS. 

31 See note 10. 

32 These were serialised in Nibandhmala, Nos 28, 
29 and 32, April, May and August 1876. 

33 The credit for the most famous discussion 
of the nature of the domination achieved by 
the indigenous bourgeoisie and nationalist 
elites during the colonial period should per¬ 
haps, go to Ranajit Guha. One has to add, 
however, that these themes have not been 
adequately addressed in much of the sub¬ 
sequent work that has emerged as pan of the 
Subaltern Studies project. In acknowledging 
my debt to Cuba's brilliant analysis of the 
limitations of the leadership of the colonial 
bourgeoisie. This author would, however, 
differ with his conclusion that the authority 
of these social groups amounted to dictator¬ 
ship without hegemony. Instead, given the 
enduring influence of the cognitive, cultural 
and political structures established during 
the colonial period, we need to describe the 
specific nature of the limits of the hegemonic 
inffuence that the upper-caste colonial 
intelligentsia was able to establish in the 19th 
century, which, it is suggested, was primarily 
pedagogic in character. See Cuba (1989) and 
Guha (ND). 

34 The last issue of Nibandhmala. which probably 
appeared only in early 1881. gave details of 
the plans for each of these steps. See 
Nibandhmala, No 72, December 1880. 

35 Annual Review for 1879, Nibandhmala 
No 60. December 1879, reprinted in Nibandh¬ 
mala, It commemorative volume, p 319. 

36 In 1840, it wasestimatedthatthe total number 
of students in the presidency enrolled in the 
vernacular schools would be over 10,000 by 
the IK.50.S, but that figure included the three 
major language areas of Marathi, Gujarati 
and Kannada. Funher, tlte number of persons 
who made it a habit to read the weekly 
papers, or those who actually subscribed to 
one or more of the patters, would have been 
only a small percentage ol this figure. Contem¬ 
porary estimates put the circulation of Ourpan 
and Digdarshan around .300 copies. Com¬ 
plaints about the lack of readers and paying 
.subsenbers remained common in the press 
right till the end of the century. 

An article entitled ‘Censorship of the Verna¬ 
cular Press' in the Quarterly Journal of ihr 
Pune Sarvajanik Sabha, Vol I. July 1878, 
had the following observations to offer on 
tlie extremely limited influence exercised by 
the vernacular press even in the later pan of 


the nineteenth century; *The Railing portion 
of the people form, it may aafely be said, an 
infinitesimal part of the ignorant and 
unenlightened masses, and of this neading 
portion, an infinitesimal part possess any 
taste for newspaper roading." 

37 See subscription details on back cover. 
Nibandhmala, No 32, August 1876. 

38 Par a discussion on how the bilingual divide 
and the subordination of the vernacular sphere 
acquired a critical dimension when colonial 
intellectuals embarked on the task of estab¬ 
lishing a regional network of political associ¬ 
ations from the mid-1860s onwards, see 
Narcgal (1998), Chapter Five. 
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^ociajuust Foimclatioiis or Market Ketb 

Assessing Chinese Past 

Li Xing 

This article attempts to provide explanations and arguments to posit that Maoist socialism was a great 
leap forward in terms of its objectives and overall achievements despite heavy human cost as well as 
miscellaneous policy failures and dislocations. Maoist socialism should be analysed and conceptualised from 
an international geopolitical perspective in understanding the limitations and constraints on China's 
development environment, strategies and alternatives. More importantly, it paved a solid foundation 
indispensable to the rapid ongoing economic advance which is largely due to the linkage with rather than 
the departure from the strong comparative advantages accumulated during the period of socialism. 


I 

Introduction 

IF we could go back to the China of 130 
years ago, we would observe how Chinese 
civilisation, one of the oldest in the world, 
fell disgracefully behind the western 
modemiiy: Hong Kong was triumphantly 
taken over by the British; the Chinese 
emperor was humiliated by his defeat in 
the opium wars. * About 100 years ago we 
would watch how Japan, after defeating 
the Chinese navy in Korea, acquired 
Taiwan as its colony. About SO years ago, 
we would witness the victory of Chinese 
communists against the nalion^ists. About 
20 years ago, we would be see the shift 
of China from revolutionary Maoism to 
market socialism. Today after the cold 
war, we are seeing a China, that is labelled 
both as ‘grand opportunity’ and ‘potential 
threat’. 

Following Mao’s death in September 
1976, the victors within the Chinese 
communist leadership embarked on a wide- 
ranging rea.s.scssment of major issues 
ranging liom party history to socialist 
development. Shortly after that, the post- 
Mao It^ership made a dramatic reversal 
asse.<isment of nearlyevery verdict of Mao’s 
ruling period and also a the reasses.sment 
of Mao’s theories, practices and 
contributions. Chinese socialism, which a 
short while ago was seen as a revolutionary 
model woridwide and as an ideological 
menace by both the US and the USSR, is 
now seen as a failure for delaying China’s 
catching up with the advanced nations; 
and the hikory of socialism in China has 
been “little more than a story of impractical, 
utopian dreams bom from conditions of 
backwardness’’; and socialist values such 
■as collectivism and egalitarianism, which 
were formerly praised as the source of 
Chinese successful development 
qualifying it. for worldwide socialist 
leadership, are now blamed for every 


backward aspect of Chinese society (Dirlik 
and Meisner 1989:7-9J. In contrast, the 
ongoing economic marketisation is por¬ 
trayed as the only way leading the nation 
to prosperity and to a great power status. 

It seems that the current mainstream line 
of scholarship, both official and 
intellectual, both in China and in the west 
is providing the expert interpretations 
regarding all historical, political, economic 
and societal questions presented by China. 
This is not surprising for as Jawaharlal 
Nehru observed in 19-16; “History is almast 
always written by the victors.” The 
disturbing feature of China scholarship at 
present is its tendency of dissolving the 
so-called main.su-eam expert interpretations 
into general public opinion. 

This article attempts to put forward three 
propositions. First, it intends to posit that 
the Chinese revolution and Maoist 
socialism were a great leap forward in 
transforming China from a semi-feudal 
and semi-colonial .society into a modem 
world power within a very short period 
despite heavy human cost as well as 
miscellaneous policy failures and dis¬ 
locations. The succcssufChine.se socialism 
has to be understood from its objectives 
and overall achievements in human 
development, equality, social welfare and 
security, balanced development, etc. 

Second, it argues that Chinese socialism 
has to be assessed from a comparative 
perspective in measuring China’s sociali.st 
development with that of world develop¬ 
ment at large. More importantly it should 
be analysed from an international geo¬ 
political perspective in understanding the 
limitations and consbaints on China’s 
development environment, strategies and 
alternatives. 

Third, itemphasises the fact that, despite 
the rapid economic growth after the 
restoration of capitalism by the post-Mao 
regime, tte undeniable accomplishments 
of Chinese socialism laid a solid foundation 


indispensable for the rapid ongoing 
economic development. It is largely 
because of the linkage with rather than the 
departure from the strong comparative 
advantages - a solid political, economic 
and social base - accumulated through the 
periods of Chinese socialism that the rapid 
economic development in the past two 
decades could be realised. 

II 

Underdevelopment and Revolution 

Before claiming that the Chinese revo¬ 
lution and the socialist experience was a 
‘great leap fdiward’, it is necessary to 
form certain historical understanding of 
the underdevelopment of the old China. 

Before the Communists swept to power 
in 1949, China exhibited the classic 
symptoms of economic backwardness: 
political corruption, .social debility and 
class exploitation, economic stagnation, 
negligible technical change, and heavy 
demographic pres.sure. However, there 
were good reasons to have expected China 
to become the first capitalist country in 
the world. Historically China had a 
sophisticated developed structure of 
markets that systematically connected big 
cities. Chinese businessmen during the 
Song and Ming dynasties had already 
established regular international trade 
routes reaching as far as Africa. Chinese 
ships sailed thousands of miles visiting a 
numberof south-east A.sian countries. And 
culturally Chinese people became well 
known as hardworking and enterprising. 
Technologically China wa.s advanced, and 
it possessed all the knowledge and 
technique needed to invent modern 
industry. But, during the last century the 
world witnessed China’s fall to becoming 
Asia’s ‘sick man’. How had this come 
about? What were the constraints that 
brought about China’s decline and 
underdevelopment? Were constraints 
mainly external or internal? 
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The decline of Chinese civilisation and 
its underdevelopment has been a subject 
of interest in social science and especially 
in the field of development studies. A 
number of theoretical explanations have 
been advanced to explain the cau.ses of 
underdevelopment in China embracing 
both internal and external factors. 

One of the best known theoretical 
concepts in relation to this is the asiatic 
mode of production (hereafter AMP). The 
AMP was based on several conceptua¬ 
lisations: Geographically, the landscape 
of China and other A.sian communities 
was dependent on irrigation sy.stcms which 
required a centralised authority and 
collectivity to co-ordinate and develop 
large-scale hydraulic works; politically, 
the primitive form of Asian states, with 
self-sufficient agricultural communities, 
were stagnant societies dominated by a 
despotic state class and centralised gover¬ 
nance; and socioeconomically, the Asian 
economic ba.scs consisted of economically 
self-sufficient village communities 
combining agriculture and handicrafts. 

The AMP has assumed conceptual and 
political significance in Marxism. The 
debate about the AMP has rai.scd questions 
in relation to the relevance of Marxist 
concepts outside the European context as 
well as the character of materialist ex¬ 
planations of class society, revolutionary 
change and world history (Botiomore 
1983:32). The concept of the AMP was 
used by Marxists to endorse “the privileged 
position of cxicidcntal over oriental history: 
the dynamic and progre.ssivc character of 
the west versus the .stationary and regressive 
features of the Ea.st (ibid: 33). The oriental 
pre-capitalist economic formations 
together with their ‘primitive’ societal 
forms and class structures were un¬ 
favourable for the emergence of ‘capitalist 
mode of production ’, whereas the existence 
of occidental feudalism in politically 
independent cities was crucial fur the 
growth of the production of exchange 
values and for the rise of a bourgeois class 
and industrial capitalism. 

The preindustrial stage theory offers us 
an explanatory model developed by 
Eckstein, Fairbanks and Yang. They argued 
that China in the early 19th century was 
in a .state of traditional equilibrium. 
Wc.stcm expansion, combined with popu¬ 
lation pressure and administrative decay 
left China in “a centuiy-Iong process of 
disintegration, transformation and slow 
gestation within the traditional Chinese 
order” and “an acute degree of tension, 
in the minds of proud conservatives and 
later in the minds of modem patriotic 
Chinese... gradually built up to explosive 
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proportions until the shackle of the old 
order were violently broken and the 
Chinese economy erupted at long last into 
the industrial take-off under totalitarian 
control which we are witnessing today” 
[Eckstein as quoted in Lippit 1980:19]. 
According to the logic of this theory, the 
social and economic institutions of the 
traditional orderblockeddevelopment until 
the advent of western expansion, which 
after a long period of gestation and 
psychological anguish, unleashed the 
forces of modernisation. 

The .state and social structure theory is 
an attempt by China scholars to explain 
underdevelopment in China specifically 
from the perspectives of its internal factors 
in relation to a number of features of the 
Chine.se state and social structure. Itsticsses 
the social structure symbolised by the 
Chinese family system, a conservative 
bureaucracy and raling ideology, a parasitic 
elite, fatalistic attitude, etc, as obstacles 
to modcraisation. The shortcomings of 
China's traditional social and economic 
.structure arc observed as: 

The lack of primogeniture and the working 
of the clan system proved to be great 
levelling factors in the Chinese economy. 
The virtue of sharing one’s wealth with 
one's immediate and remote kinsmen had 
been so highly extolled since the rise of 
the Neo-confucianism in the eleventh and 
twelfth centuries that few wealthy men in 
traditional Chinacould escape the influence 
of this teaching. Business management, in 
the last analysis, was an extension of 
familism and was filled with nepotism, 
inefficiencies and irrationalities. These 
immensely rich individuals not only failed 
to develop a capitalistic sy.stem; they 
seldom if ever acquired that acquisitive 
and competitive spirit which is the very 
soul of capitalistic system [Ho as quoted 
in ibid: 35). 

The arguments of this theory suggest 
that the requirements of modernisation 
were incompatible with the requirements 
of confucian stability and hierarchy .system. 
Its analytical framework of understanding 
is somehow influenced by the weberian 
worldview on capitalism and rationality. 
The question addressed is why Japan was 
able to mobili.se internal resources to resist 
western penetration and colonialisation, 
whereas only one hundred years ago it did 
not seem to have favourable intdmal and 
external preconditions for national 
development? According to its view, the 
external impact on China and Japan was 
basically similar, the reason why Japan 
was not hampered and disrupted was that 
Japanese society “was receptive to 
innovations ba.sed on western ideas and 


institutions" [White 1982:115]. 

The colonialism and imperialism thesis 
is regarded as a radical approach viewing 
underdevelopment as essentially an 
outcome of a historical process caus^ by 
western colonial-imperialist expansion. 
China’s external relations, .such as trade 
and contact with the western imperialist 
powers and Japan, tended to promote 
underdevelopment. In the view of this 
theoiy, underdevelopment is not inherent 
to preindustrial societies but a consequence 
of a specific historical process. It argues 
that even though imperialist penetration 
did bring elements of modem economy to 
China, theimpact was both geographically 
confined and sectorally skewed to serve 
foreign interest, producing a form of ‘false 
modernisation' [Esherick quoted in White 
1982:1141. 

Xhe culturalist interpretation of China’s 
underdevelopment is rooted in the 
modernisation paradigm and weberian 
culturalism which emphasise the influence 
of values, attitudes and practices on a 
process of development and which’ 
counterposes ‘modernity’ and ‘tradition’ 
as two opposite phenomena. Friedrich 
Hegel, at a time when the western 
consciousness of the world created 
revolutionary history, placed China in the 
‘childhood’ of history; and Karl Marx, 
whose theories and insight inspired the 
Chinese revolution, described China a 
society “vegetating in the teeth of time” 
and discovered in the Great Wall of China 
a metaphor for the universal resistance of 
non-European societies to change (Hegel 
and Marx quoted in Dirlik and Meisner 
1989:17]. Most influential is the weberian 
idea of protestant ethic - the spirit of 
capitalism - that has had substantial 
influence in 20th century history, 
sociology, and political science. Many 
.scholars, including Weber himself, used 
this theory to Justify their claim about the 
reason why western modem societies were 
able to realise industriali.sation. The 
weberian thesis maintains that despite 
favourable conditions for rationalisation 
in traditional China, confucian humanism, 
as opposed to protestant Calvinism, was 
inimical to the development of the spirit 
of capitalism [Tu 1989:83-84]. 

A middle-way approach is to see that 
China’s development of underdevelop¬ 
ment was the result of foreign imperialist 
penetration and such a result was made 
possible by China’s internal weakness in 
term of its domestic class structure. So 
both internal and external factors are 
included toexplain China’s underdevelop¬ 
ment. The imperial structure of the gentry- 
dominated social formation failed to 
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provide a basis for China to make a smooth 
transition to a new state. The imperial 
soci^y ruled by the gentry, despite its 
sophistication and power, was unable on 
its own to make the economic and political 
breakthroughs that were achieved in 
Europe in thelast several centuries [Blecher 
1997:12). The impact of western imperia¬ 
lism on China had the effect of creating 
political and economic challenges and 
heightening internal social contradictions. 
Thus, the gentry forces that prevented 
China from making a timely economic 
transformation were unable to survive the 
challenge posed by Europe and Japan in 
the middle of the 19th century (ibid: 12). 
However, this approach can applied to 
all third world societies which have 
suffered the adverse effects of foreign 
penetration and coioniali.sm, and it still 
implies the hypothesis that if those 
countries were internally .strong enough 
they would have escaped underdevelop¬ 
ment (Riskin 19K0:109J. The logic goes: 
if they were like Japan, they would have 
escaped it. 

The introduction of these theoretical 
explanations concerning China's under¬ 
development is not meant to stimulate a 
new round of debate on the above theories. 
Rather, they are mentioned in order to 
highlight the thesis of this article. It is to 
find these internal as well a.s external 
constraints, whether cultural, social or 
politico-economic, that the Chinese 
revolution faced both before and after the 
People's Republic carried out a historically 
unique attempt to transform China’s 
society and the consciousness of its people 
in tune with collectively accepted political 
and ideological norms. 

It can well be a.sserted that a socialist 
revolution was the only efficient way to 
enable China to escape the political, 
economic, social and cultural constraints 
theorised by various assumptions 
mentioned above. The reason why China 
was able to industrialise more rapidly since 
1949 was that the Communi.st revolution 
"decisively broke the ties that chained 
China to the imperialist system” [Moulder 
1977: viii-ix) and also broke free of a variety 
of complicated domestic confinements, 
such as localism, provincialism and 
warlordism. A new and efficient 'take¬ 
off could only be realised through plucking 
up these soci^ diseases by their roots once 
and for all and re-establishing a new social, 
political, economic and cultural foun¬ 
dation. The best case was the forceful 
implementation of the land reform shortly 
after the war which abolished feudal 
tenures and helped promote recovery of 
the rural economy. Moving China from a 


backward society straight towards 
socialism became "the basis and motive 
of accelerated,delayed(tevelopnttnt under 
adverse internal and international 
conditions” [Senghass quoted In Deckers 
1994:222]. As Mao himself concluded, 
“only sociali.sm can save China”. 

Furthermore, in ordertograspabalanced 
picture of China’s development during the 
period of socialism it is necessary to bear 
in mind that the assessment of Chinese 
.socialism must not depart from two 
important criteria: The first is whether the 
essence of socialism is ultimately 
controlled by working people in the 
development process of indu.stry or 
agriculture, or in carrying out intellectual, 
service, or other socially useful tasks and 
over their own productive activity: the 
second is whether the development strategy 
as well as development policies .serve the 
interests of the working people (Lippit 
1982:12.1]. Such a consideration is 
important because the socialist model of 
economic development as manifested by 
Maoist socialism differs fundamentally 
from the capitali.st model as revealed by 
the post-Mao restoration of capitalism not 
only in terms of the ownership of the 
means of production but most essentially 
in terms of to whose interest economic 
development should be oriented. 

ni 

Achievement of Chinese Socialism 

Since 1949. China under Mao had shared 
with many other developing countries 
commitment to economic development. 
However, being .somewhat different from 
many of them. China look a development 
path emphasising human capacity, 
economic equality and balanced develop¬ 
ment, and mobilising social and economic 
resources in pursuit of socialist develop¬ 
ment. 

Mao’s choice of socialist self-reliance 
was a response both to the internal 
constraints of .socio-economic backward¬ 
ness and to the external pressure of 
international subordination and depen¬ 
dence. The self-reliance strategy was 
particularly the lesson and outcome of the 
failure of China’s external relations with 
the Soviet Union. No matter how this 
strategy is assessed, it was in fact the only 
option if China wanted to sustain its 
economic development and maintain its 
independence. 

Mao stre.ssed self-reliance, not autarky 
as some might have thought. The idea of 
self-reliance emphasised the primacy of 
internally-generated independentdevelop- 
ment not only at the national level but also 
at the provincial and local levels. The idea 


is reflected in the structural arrangement 
of units (danwei a unit refers to any 
functional organisation: ministry, a 
university, a company, or a factory). In a 
unit multiple functions of party leadership, 
production, medied service and resource 
.supplier form an integrity. Self-reliance 
under such a social structure in which 
politics, economics, service and supply 
existed together at the unit level created 
a sustainable society based on their own 
resources and needs and under the overall 
political guidance of the stati. 

The industrial achievements of Chinese 
sociali.sm were well recorded. Within two 
decades after the communists came to 
power. Chinese industry was transformed 
from a large backward one with low volume 
of capitalisation and poor techniques into 
one capable of production of aircrafts, 
ships, electric generators, locomotives, 
cargo ships, etc. Most remarkable was the 
successful development of a number of 
modern industrial .sectors and advance 
technologies - the succe.s.sful launching 
of satellite communication, the explosion 
of atomic and hydrogen bombs - leading 
China into the frontier of world's major 
military powers. 

Some studies indicate that the cost of 
industrialisation proved to be very high. 
From 195^ to 1979, industrial labour 
productivity grew slowly while output per 
unit of fixed capital declined; overall 
industrial productivity either stagnated or 
declined. They suggest that China’s 
industrial expansion was achieved by 
increasing the quantity of factor inputs, 
i c, extensive growth, and not by increased 
efficiency, i e, intensive growth [Krugman 
1995]. Therefore, the awesome growth of 
socialist economics at the early stage was 
nothing miraculous. 

Chinese development offers two 
opposite pictures. On the one hand, the 
focus on the industrial objective together 
with the gross inefficiencies of the 
expansion explains much of China’s 
distorted economic structure and its 
economic failure. The World Development 
RejMrt [World Bank 1983] indicated that 
China displayed typical features of an 
underdeveloped agrarian .society; about 
80 per cent of the population lived in the 
countfysidc; although agricultural output 
accounted for 47 (1961; and 3.5 (1981) per 
cent of GDP, it al-so accounted for over 
69 (1980) per cent of employment; 
agricultural growth rate was only 1.6 per 
cent (1961 -70j and 2.8 per cent (1970-81) 
despite significant progress in developing 
sources of intensive growth (itrigation, 
flood control, multiple cropping). At the 
macro-economic level the rural-urban 
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dit'terence in terms ot income not only 
existed but also widened, although the 
absence of income from property mode¬ 
rated the inequality. Urban incomes were 
twice as high as rural incomes. This uneven 
and unbalanced development is becoming 
even more serious today. 

On the other hand, the Chinese economy 
displayed some characteristics of a mature 
economy which is much more developed 
than what would be suggested by its per 
capita GDP or GNP level. For instance, 
through resource concentration and mass 
mobilisation China was able to develop 
a very comprchen.si ve and sustainable self- 
sufficient industrial structure. Some of its 
industries displayed very advanced 
technological capacity and capability in 
fields such as space, medicine, agronomy 
and military technology. 

According to Deckers, mimsive state- 
led industrialisation in the pa.st fourdccades 
brought China to the front rank of world 
economic piowers: 

China is among the top ten countries in 
the world concerning absolute level of 
GNP, industrial output, power generation 
and the production of crude oil, chemical 
fibres, .steel output, chemical fertilisers, 
coal, cement and clothing, where it is the 
largest producer in the world. Despite 
staggering human cost for many Chinese, 
the self-reliant planned economy was 
successful into the 1970s as a method for 
building an indu.strial as well as general 
infra.structure, providing for basic human 
needs, as well as military security and 
independence [Deckers 1994:223], 

Indeed. Chinese economic record in the 
Maoist era was quite respectable 
notwithstanding the f^act that China was 
a large and complex peasant-based society 
with the world's lowest arable land to 
population ratio. China's comprehensive 
achievemeiits from 1949-78 arc undeniable 
despite ‘the Great l.,e{ip Forward’, ‘the 
Cultural Revolution’ and other movements 
of dislocation: 

From 1949-1978 underdevelopment and 
unemployment were greatly reduced. Basic 
needs were mu.ssivciy subsidised. Rest 
periods per day as well as vacations as well 
as equal pay between the sexes were 
guaranteed ... Inter-provincial and inter- 
rural inequalities were reduced through 
guided market intervention by the state. 
Social security, at least in the cities, was 
guaranteed for ail danwei (work unit) 
members. Housing facilities were scarce, 
but reasonably equally distributed. Yellow 
fever, diphtheria, polio and smallpox did 
not any more ravage the population. Basic 
literacy reached approximately 63 percent 
(ibid: 223). 


cmna s sociausi accompiisnmems can 
also be measured from an international 
perspective and in comparison with various 
groupings of country. According to the 
indicators of the early World Development 
Report (mi, 1982.1983,1984), China’s 
average annual growth of GNP per capita 
from 1960 to 1980 was between 3.0 and 
6.0 per cent. If the World Bank data are 
reliable, then we can easily conclude that 
China’s economic growth rate was not 
only higher than that of developed 
countries, but was also relatively high as 
compared with other developing countries. 

Some scholars compare the failure of 
Chinese socialism with the success of the 
east Asian newly industrialising economies 
(NIEs) where raw materials were used in 
concentration in industrial centres with 
highly trained personnel and well-built 
factories. If the quantity and the quality 
of material output of an industry were 
taken as the measure of success, the east 
A.sian NIEs would seem to yield better 
results than the Chinese way of scattering 
raw materials over a country. However, 
Chinese economic performance cannot 
simply and primarily be assessed in terms 
of economic measurement. Such an 
approach is too narrow and inadequate to 
view the development of a socialist 
economy that attached great importance 
to welfare and equality. If the measure of 
success includes other elements, such as 
maximum number of people in the proce.s.s 
of socialist construction, egalitarian 
income distribution, balanced develop¬ 
ment, reducing gaps and differences, 
technology developed to meet the actual 
needs of the people, China’s socialist 
achievements arc respectable. 

The most striking achievement of 
Chinese .socialism lies in the importance 
it gave to social welfare and especially 
human development. Chinese .socialist 
welfare system^ covered all structural 
arrangements: full employment, income 
equalisation, control!^ pricing, social 
security, occupational benefits, medical 
service, housing, and all sorts of subsidies. 
It aimed at providing welfare and security 
to the entire population and meeting the 
need of their material and spiritual well¬ 
being. 'Diough China was one of the poorest 
countries in the world, its working class 
enjoyed compiehensive welfare service 
although at a low level [Selden and You 
1997:1637]. Some scholars argue that “the 
workba^ed welfare system provides a level 
of coverage that would be considered 
comprehensive and generous in com¬ 
parison with the mast advanced welfare 
states in the west’’ [Leung and Nann 
1993:61). 


cmna s neaim cate system aunng me 
period of socialism was internationally 
recognised as a model for the rest of the 
developing world during the 1960s and 
1970s. Such a system contained many 
noteworthy and innovative features: (a) it 
strongly emphasised preventive heath 
service over curative; (b) it mobilised 
people to carry out preventive health 
campaigns; (c) health care services were 
even deliver^ to remote rural areas; and 
(d) it commanded a relatively large 
proportion of national resources. Recent 
studies indicate that while the number of 
doctors practising western medicine per 
1,00,000population in China was 2.3 times 
that in India, the number of village-level 
health care workers was 4.3 times that in 
India [UNDP 1990]. By the end of the 
1970s, China had established a very 
effective rural health service; and about 
83 per cent of villages had a health clinic 
(station) staffed by one or more trained 
health-care workers known as ‘barefoot 
doctors’, who ensured that the majority of 
the rural population received basic and 
necessary medical treatment, and helped 
and advised them on disease prevention 
[IDS 1995). 

Social development e.specially human 
development, indicators such as life 
expectancy are often considered as the 
most reliable showing the real extent of 
development and poverty. As the World 
Development Report (1981) points out. 
“China’s economic structure and national 
income per person, are similar to other 
low-income countries, but the physical 
quality of life of the bulk of the Chine.se 
people is strikingly better than in most 
other low-income countries.’’ Chinese life 
expectancy increased from 36 years in 
1930 to 64 years in 1979 which was 
considered by the World Bank as out¬ 
standingly high for a country at China’s 
per capita income level. 

The system of iron rice bowl and other 
social welfare rights that the working cla.ss 
enjoyed in die years of revolutionary China 
not only gave material benefits, but had 
an important impact on relations of 
production. These social rights represent 
a significant degree of workers' control 
of the process of production, a right of 
much greater importance than the legally 
formal ‘civil rights’ claimed by the west. 
For Marxist socialism, the system of 
guaranteed employment itself can produce 
economicefficiency. In fact, the productive 
potential of Chinese workers was fully 
released in the early period of socialist 
development, but was inadvertently 
interrupted by successive political 
movements. 
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In most developing countries, to 
guarantee a minimum standard of living 
Snd to eventually reduce inequalities in 
income distribution are the development 
objectives. But v«y few countries have 
given these objectives in such a high 
priority as Qiina did. Not only had China 
stated these objectives in words but had 
also worked to achieve them. Variables 
and criteria to measure these achievements 
are more difficult to define than economic 
growth. Taking the aspect of equality for 
example, it is widely recognised that China 
had been remarkably successful in 
maintaining relative social equality through 
income distribution policies in order to 
assure a basic living standard to everyone. 
According to the conclusion of a 
comparative analysis of the development 
models, objectives and achievements of 
India, the Soviet Union and China, China’s 
overall socialist accomplishments were 
impressive; 

Wc should not judge the Chinese model 
in terms of growth alone, because economic 
growth is a very unsatisfactory index of 
the rate of economic development, because 
it ignores the question of distribution of 
income and wealth, unemployment 
problems and economic infrastructure. 
China has gone straight to the roots of the 
problems that have been plaguing poor 
countries for many years - Ae lack of food 
and low levels of nutrition, gross 
inequalities of income and consumption, 
unemployment and a sense of social 
uselessness, and the blind expansion of the 
cities. She has been uniquely successful 
in the development of the people's 
economic life for the benefit of all instead 
of for the benefit of the few, and in placing 
the needs of man before those of machines. 

This study indicates better relative 
performance by China on all fronts. It has 
eradicated the worst forms of poverty: it 
has full employment, universal literacy 
and adequate health facilities. Not only 
has China been able to solve its 
unemployment problem, but it has been 
able to do so without any foreign aid 
during the last fourteen years. China also 
stands out as the only developing country 
without any internal or external debts 
outstanding and a uniquely stable currency 
[Bhattacharya quoted in Bergmann 
1977:228]. 

No country including China would in 
practice be able to follow a particular 
development strategy consistently without 
amendment, adjustment, qualification and 
dilution. Our assessment should focus on 
the far-reaching socio-economic 
redistribution and meeting the basic 
welfare requirements of all the population 


which underpinned Chinese socialism and 
which also marks a clear contrast to the 
post-Mao development pattern. 

IV 

Sodalist China in a Capitalist Worid 

There has been a tradition that many 
scholars study socialist countries as highly 
independent entities outside the global 
capitalist system. These countries were 
regarded as blessed with autonomies to 
formulate revolutionary developmental 
strategies and act independently in 
international affairs. However, seen from 
a world system perspective, socialist states 
are still .situated within the interactions of 
the capitalist world economy, and their 
activities arc very much constrained by the 
international system of the capitalist world 
economy ISo and Chiu 1995:139-401. 

Besides internal constraints, socialist 
states encountered severe hostility, 
economic embargoes, diplomatic isolation 
and military interventions from the 
capitali.st world led by the US. The external 
geopolitical environment inevitably had 
constraints and influence on socialist 
countries which had limited choices of 
development policy and strategy. Indeed 
the external influence has been so strong 
that many features of a socialist develop¬ 
ment strategy have to take the external 
influence into account, and such influence 
was sometimes an inherent part of the 
strategy itself. 

It is neces.snry topointout that the setback 
of Chinese socialism must not be simply 
reduced to ‘utopianism’ or domestic policy 
failures because, in addition to internal 
difficulties, Chinese socialism encountered 
severe external constraints such as 
imperialist hostility, economic embargoes, 
deprival of access to capital and techno¬ 
logy, diplomatic isolation and military 
interventions from the capitalist world led 
by the US. 

Some Chinese dissident scholars who 
reject socialism tend to compare China 
with the east Asian NIEs and equate the 
collapse of socialist bloc with the triumph 
of capitalism in order to draw the 
conclusion that the worldwide socialist 
development project has failed. Since 
China’s ‘opcn-drmr’ policy started at the 
end of the 1970s, many Chinese academics 
have believed that China took the wrong 
road. They look with envy at the success 
and affluence which Taiwan and South 
Korea have achieved. However, in my 
view, such a comparison is simplistic and 
ahistorical. As Hinton points out, “what 
they hiil to understand is that without the 
challenge which the Chinese revolution 
posed to the American century there wou Id 


be no ‘tigers’ on the Pacifle Rim today” 
{Hinton 1990:167]. 

Shortly after the victory of the 
Communists in 1949. the US sent tiie 
seventh fleet to patrol the Taiwan Strait 
in support of the defeated Notionalist Party 
in Taiwan. It sent soldiers to Bght the 
Communists in Korea, supported counter¬ 
revolutionary activities inside China, fiose 
mainland Chinese assets in the US, 
imposed a global economic embargo 
against Chinese product.s, isolated Beijing 
diplomatically by preventing the country 
from gaining a .seat in the United Nations, 
and launched endless ideological assaults 
on Chinese communism in the media 
e.spccially in offshore radio programmes. 
American po.st-war foreign and economic 
policies aimed at fostering dcvelop- 
mentalist, authoritarian and anti-com¬ 
munist states in A.sia to revive the Japan- 
centred capitalist regional economies 
including South Korea and Taiwan. 

The intense hostility caused severe 
difficulties for China’s socialist develop¬ 
ment and precluded certain options for its 
development strategics. As is well known, 
the success story of Japan and Asian NlCs* 
economic development was largely based 
on export-oriented strategy. It has also 
been widely recognised that the engine of 
economic growth in the NICs’ m^el of 
development lies in rapid growth of 
exports. For China, such a strategy was 
ruled out. Being isolated from contacts 
with the world economy, the Chinese 
socialist state was not able to pursue a 
development strategy ba.sed on export- 
oriented industrialisation even if it had so 
desired. Nor was China able to adopt the 
import-substitution option due to the 
economic sanctions and embargo impo.sed 
upon it. 

Under the enormous pre.ssure from the 
US-led anti-communism world system, 
China was thus excluded from taking 
advantage of the favourable international 
development conditions during the upward 
phase of the world economy. Beginning 
in the 1960s, favourable conditions created 
opportunities for relatively low-cost 
industrial production to be integrated into 
the world economy ilirough increased 
relocation of production by multinational 
corporations to low-wage sites. The 
international orientation of the economies 
of Japan, South Korea and Taiwan, etc, 
allowed them to exploit opportunities in 
this generally favourable world economic 
environment and to overcome limitations 
in the domestic maiket; and their exports 
had been encouraged through favourable 
tax and credit treatment, the monitoring 
of export opportunities, and realistic 
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foreign exchange rates. China was 
obviously denied access to all these 
benefits. Ironically and not coincidentally, 
the rapid economic advance of China in 
the post-Mao decades is actually because 
of the ‘regaining’ of the-sc benefits. In 
recent years, the fear of China as a regional 
competitor which dominated east Asian 
perceptions at the beginning of the Chinese 
mtxicrnisation programme have proved to 
have been justified. 

At this point, it is necessary to stress that 
to emphasise the role of the US and the 
capitalist world system in the rise of cast 
A.sian capitalism is by no means to suggest 
that they have u beneficial impact on 
development |Kr sc. Such an impact has 
to be understood within a given geopolitical 
context and in relation to internal factors. 
On the contrary, since the emergence of 
capitalism as a world system, the expansion 
of capital “has projected itself beyond 
national borders to .shape a world economy 
suited to its needs", and it “has been shaping 
or blocking the development process 
al most everywhere i n (he thi rd world during 
the .second hul f of the 20th century” [Selden 
and Lippit 19X2:23], However, dialecti¬ 
cally, bccau.se of the international isolation, 
the deliberate choice of self-reliance and 
self-sufficiency under Chine.se socialism 
made it po.ssibic to confine the external 
iinpuci of distortion at a limited level. 

Ncvcrtheic.ss, the Chinese socialist 
economy had to adjust itself to external 
geopolitical pressure during the cold war. 
It has been argued by the world system 
perspective that the economics of both 
China and the Soviet Union had the 
characteristics of state capitalism rather 
than socialism. Under state capitalism, 
domestic exploitation takes place with the 
goal of generating slate wealth and power 
to confront the hostile environment of the 
world system. Threatened by harsh reality, 
the nature of Chinese socialist development 
had to change from its original goal. In 
order to break the western blockage, a 
party-state bureaucracy was forced to give 
priority to heavy industries and military- 
oriented projects. The development 
strategy and goal hud to be constantly 
changed according to the situation. The 
satisfaction of human material needs was 
not the aim of production, rather, 
production was geared to construct steel 
mills and tank factoties. Tlie cost ofsurvi val 
for China was that it had to incessantly 
expand the industrial and military 
resources. Under such conditions, the 
living standards of the population were, 
therefore, continually subordinated to the 
interest of national independence and state 
security. 


Hence, it is important to be aware of the 
fact that socialist states and their 
development were an integral part of the 
capitalist world system. 'Hieir succe.s.ses 
as well as failures can be better conceptua¬ 
lised as a part of the global system. Many 
of Mao’s choices, such as emphasis on 
heavy industries, large investment and 
human input into non-developmentdomain 
(defence industries) and tight political 
control, have to be understood as nece.ssary 
sacrifices for national security and the 
survival of the socialist project. The need 
to develop industry as a basis of national 
defence loomed large and as such China's 
approach and objectives were not very 
different from those that of the Soviet 
Union. Japan and .some other countries 
[Eckstein 1977:32]. 

V 

Foundation for Market Reform 

It is historically correct to posit that the 
period of Chinese .socialism, which created 
tremendous social advances and human 
development under both political 
sovereignly and a majorchange in domestic 
cla.ss relations, is the foundation of the 
economic progress achieved in the post- 
Mao era. By the late 1970s following 
China’s implementation of the ‘open-door’ 
policy and with major geopolitical 
transformation and improvement in its 
relations with the west, the Chinese stale 
was in a position “to define the terms and 
establish parameters of interaction’’ with 
western powers and 

it was noi entangled in a complex web of 
external economic constraints which 
limited its freedom of action or skewed 
its decision in the interests of foreign 
powers or corporations.... the establish¬ 
ment of a strong, autonomous stale 
provided the political precondition for 
ensuring - with a margin for miscalculation 
- that intemationul economic tics were 
more likely to be beneficial, as classical 
economic theory and modem development 
economics have promised [White 
1982:131]. 

In addition, armed with rapid advance 
in certain industries and military 
technologies as mentioned before, and 
assisted by its strong tics with the third 
world, its victorious le-entry into the United 
Nations as a permanent member of the 
Security Council, and its successful 
rapprochement with the US, the post-Mao 
regime was in a favourable position to 
negotiate political, economic and military 
relations with the out.side world on cither 
a relatively equal or advantageous basis. 

If wc do not make a realistic assessment 
of China’s socialist development in Mao's 


period when it developed from a backward 
agrarian society before the 194Qs to a 
major industrial power in the 1970s, we 
will not be able to understand the economic 
problems inherited from that era. Before 
drawing any deterministic conclusions on 
Maoist socialism, we have to keep in mind 
that what Deng’s China has been doing 
since the end of the 1970s is not economic 
reconstruction, but economic reform 
aiming at conecting the ‘irrational’ part 
of the earlier economic policies. 

I'he ideological paradigm of the Dengist 
market reform which emphasises the magic 
of the market and the power of economic 
growth ignores the fact that the funda¬ 
mental changes and achievements during 
the reform period in the 1980s and 1990s 
are a clear indication of the success of 
Mao' s social ist development .strategy rather 
than a sign of its failure. For example, it 
has been recognised that China’s village- 
township enterprises have played an 
important role in its economic growth 
during the reform period. Township 
enterpri.ses have become, after the state 
sectors, the most dynamic part of China’s 
economy. According to the World Bank, 
the growth and performance of China's 
township and village enterprises (TVE) 
have been extraordinary. Their .share in 
GDP rose from 13 percent in 1985 to 31 
per cent in 1994; output has grown by 
about 25 per cent a year since the mid- 
1980s; they now account fora third of total 
industrial growth in China; and in the past 
15 years TVEs have created 95 million 
jobs [World Bank 1996:51]. 

Conventional wisdom claims that the 
rapid development of village-township 
enterprises is only due to the reform- 
oriented leadership which came to power 
and ended the public ownership system, 
and unleashed their enormous potential of 
enterpreneurship. While such a view 
contains elements of truth, it is not 
historically correct and can be seriojsly 
misleading. 

What wc must not forget is that the rise 
of village-township enterprises is not a 
product of the reform policy, rather, it is 
the direct result of Mao’s mass mobilisation 
development strategy to push forward rural 
industrialisation aiming at making the rural 
areas into centres of industrialisation 
alongside major industrial cities. What 
was behind Mao’s economic policy was 
his standpoint that Chinese peasants would 
ultimately bear the burden of industrial 
investment in one way or another; and 
instead of over-taxing them and widening 
the rural/urban gap the state should let 
them develop industries. The essential 
goal of the development policy was to 
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;rca«! a simultaneous process in which 
:ollectivisiition went hand-in-hand with 
indostrialisation. 

Therefore, village-township enterprises 
are actually the ‘new development' and 
‘new things' which emerged during the 
‘Great Leap Forward’ and the cultural 
revolution. Village-township enterprises 
aredirect‘descendants’ ofthosepreviously 
owned by Communes and brigades, 
[Putterman 1997].ItwasagraduaI process 
based on a number of innovative ideas 
such as factory and commune linkage, 
young intellectual going to the countryside, 
cadres and technicians working in grass 
roots units, and linkage tetween industry 
and agriculture, etc. About 28 million 
people were employed in commune and 
brigade factories out of a total labour force 
of about 300 million [Lippit 1982: 128]. 
In 1958,8Spercentofthc 1,165 enterprises 
under the jurisdiction of the central state 
were transferred to the local adminis¬ 
trations; and within one year there were 
aboutOmillion small-scale industries: coal, 
power station, cement, fertiliser, agri¬ 
cultural machinery and processing 
enterprises [Gao 1997]. 

The policy of 'intellectuals going to the 
countryside' duringthccultural revolution 
brought a large number of technicians to 
the rural areas. As a result, the benefits 
to rural development were far-reaching, 
and many communal and village techno¬ 
logies and enterprises were developed 
during this period. Even some critics of 
the cultural revolution admit that the policy 
of promoting communal and village 
enterprises reduced the urban/rural gap. 
The present success of township enterprises 
should be seen as an extension or 
continuation of communal and village 
enterprises. 

These developments whose impact 
remains significant, must receive an 
objective historical assessment. The 
success of township enterprises is not, 
seen from this perspective, a product of 
Deng’s market reform. It should be 
understood as being structurally linked to 
the previous development in which the 
power of socialist collectivism played an 
important role. As Gao (1997) points out, 

■ wc must look at the issues in a historical 
perspective, and should not view the 
success of the reform as merely the victory 
of capitalism. The living standard of 
Chinese people has indeed risen subs¬ 
tantially in the 1980s, however, this is not 
a sudden miracle, but a process of 
foundation and evolution. We must not 
ignore the political and economic 
continuation between Mao’s and post-Mao 
periods. 


In sum, the economic success and 
comparative advantages generated during 
the ^adesof Chinese socialist experiment 
laid a solid foundation and paved the way 
for Deng Xiaoping’s open-door policy in 
integrating the Chinese economy with the 
world market. However, the latter course 
was not predetermined. The socialist 
achievements made China relatively 
stronger and equal in world market 
exchanges. The present contradiction 
between China and the west, especially 
the US, is that the latter wants to make 
sure that China competes in the world 
market according to the ‘c.stablished rules’ 
because its comparative advantages could' 
be used to break these rules. Utereforc, 
it is ahislorical to stress the present success 
without giving a proper assessment of 
the contribution of the socialist 
achievements. 

VI 

Conclusion 

Fur many decades, Chinese socialism 
was seen as posing a grave challenge to 
world capitalism by providing the 
developing world with spirit, inspiration 
and alternative. The immen.se social and 
economic progresses achieved during this 
period would perhaps parallel the ac¬ 
complishments which even many industrial 
countries had taken centuries to achieve. 
Even now many developing countries are 
still struggling to search for alternatives 
in order to have a similar ‘great leap’. 

The collapse of the Soviet Union and 
the failure of most former socialist states 
which had suffered great .social and 
political costs through a revolutionary 
socialist experiment of struggling for 
industrialisation can be an easy target for 
criticism by liberals, conservatives as well 
as political dissidents. Their purpose is 
to theoretically and ideologically 
legitimise capitalism and repudiate 
socialist practices. Influenced by the 
western anti-scK-ialist political ideology, 
political dissidents from former socialist 
countries tend to be even more critical 
than western scholars. They repudiate 
socialist expcticnces worldwide by 
' making use of the mistakes and setbacks 
of socialist development in the past 
decades and by relying on the single fact 
that the economics of socialist slates have 
lagged behind thu.se of the developed 
capitali.st countries. They reject that the 
.socialist levolutions worldwide have any 
positive historical contributions and they 
completely ignore the achievements of 
socialist industrialisation. The experi¬ 
ments of socialist practices in the 20th 
century are thus viewed as a di.saster in 


human history - a wild fantasy to hmld 
a socialist paradise human corpses. 
According to this type of thinking, the 
fundamental objectives of the reform 
programme in theformer socialist countries 
arc to absorb capitalist enlightenment in 
spiritual and cultural aspects, to rebuild 
the missed stage of capitalist development 
by privatising the national economy, to 
reshape and recreate a ’middle cla.ss' or 
a new capitalist class in the society and 
to imitate the democratic system of western 
political culture. 

What is lacking, and what the present 
discussion attempts to provide, in critiques 
of Chinese socialism, is the overall 
evaluation of Chinese development in a 
historical context. Instead of basing 
analysis on interpretations and expla¬ 
nations of the historical problematic in 
relation to China's socialist experience 
both in domestic and global contexts, ilie 
discourse of the current market ideology 
is to deliberately ignore the historical 
problematic without giving convincing 
theoretical explanations. By condemning 
socialist values and goals in exchange for 
internal and external support to the 
legitimacy of Dengism, the post-Mao 
regime is actually condemning the history 
in which generations of China were Fighting 
for what watt^bclieved to be the common 
spirit of the nation. 

In essence, the post-Mao project has 
given upsocialist development andpursued 
modernisation through quasi-capitalist 
means in order to be incorporated into the 
existing capitalist world order. Both the 
internal and external policies of po.\t-Mau 
China have been so accommodating of 
capitalism that they raise questions not 
only about the future of Chinese .socialism 
but also about the legitimacy of pa.st 
achievements brought about by the 
revolution which Mao's succcs.sors 
continue toclaim asChina'slcgacy (Dirlik 
and Meisner 1989: 3). 

After a half century's revolution and 
experience, Mao and his generation had 
reached the conclusion that China's 
modernisation and the welfare of the 
people could best befachieved by pursuing 
a united and collective socialist dcvcio))- 
ment strategy which was able to protect 
national sovereignty and interest in a 
hostile capitalist world system. To totally 
repudiate this experience achieved 
through decades »)f struggle not only 
negates the fundamental substance and 
objective of the Chinese revolution but 
also leads hack to ihc characteristics of 
the earlier society which the re¬ 
volutionaries had battled. The return to 
an earlier socio-political situation puts 
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China in danger of losing what it has 
gained so far. 

In assessing China's social trans- 
formation from Mao to Deng, it is 
important for young scholars and later 
generations to be wary of critical ’evi¬ 
dences' and ’facts’ including personal 
storie.s provided by mainstream Chinese 
scholars and political dissidents so as to 
grasp the way Chinese Marxism, Mao 
Zedong thought, and socialism emerged 
and developed, and how their concepts 
have been elaborated and employed. By 
doing this we will be able to ’’avoid falling 
into the trap of perceiving it,... as nothing 
more than a manife.station of the struggle 
for power and of no theoretical or philo¬ 
sophical significance” [Knight 1993:63]. 
Without doing so, we will commit a 
destructive error as Carr warns (upon 
finishing his unprecedented history of 
Soviet Russia): ’’The danger is not that 
we shall draw a veil over the enormous 
blots on the record of the revolution, over 
the cost in human suffering, over the 
crimes committed in its name. The danger 
is that we shall be tempted to forget 
altogether, and to pass over in silence, its 
immense achievements” [Carr quoted in 
Dirlik and Meisner 1989: 18-19}. 

So many people today, both Chinese 
and westerners, are engaged in efforts to 
‘transform’ China. It is perhaps wise to 
stand back and try to understand the 
theory and practice of the past and rethink 
the meaning and consequence of the current 
transformation. 

Notes 

1 The opium wars (1839-43, 1856-60) were 
fought between Greal Britain and China. 
China was defeated in both the wars. As a 
result, western powers especially the British 
gained significant cnmincrcial privileges and 
territory. The opium wars began when the 
Chinese government tried to stop the illegal 
import of opium into China by British 
merchants. 

2 Some of the practices within the system 
covered only industrial workers in the urban 
areas. The welfare structure for the rural 
population was much decenlraii.sed and ba.scd 
on (he joint effort of commune-hrigade- 
production team framework, which provided 
grain, clothing and housing only to those 
who lacked self-capability or family networks 
to acquire them. 
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The Untouchable Present 

Everyday Life of Musahars in North Bihar 

Mttkul 

The musahars belong to the scheduled castes and populate several districts of north Bihar. How is this 
untouchable caste coping with the social and economic changes being forced on them? How are their own 
institutions engaging with the dominant discourse - changing it and being changed in return, producing 
new social spaces? 


NAMASKAR BHAIJEE’ these are the 
vords of greeting one hears in ail musahar 
dllagcs and ‘tolas’ from all ages of people, 
rhey do not fold their hands. They do not 
wnd their body. They do not call anybody 
huzur’, ‘sahib’, ‘sir’ or anything like this, 
fhis new found word, is heard repeated 
ill over the region in village after village 
ind haunts the heart. 

Musahars belong to the scheduled castes, 
ind according to the 1981 Census, their 
otal papulation in Bihar is 13.91,00U. 
rhey arc widely distributed in .several 
listricts - Madhubani, Muzaffarpur, 
Darbhanga, Champaran, Hazaribagh, 
ianthal Pargana, Bhagalpur, Munger, 
^urnea, Gaya, etc. In 1891, Risley wrote, 
‘musahar are an offshoot of the bhuiya 
ribe of Chhota Nagpur”. Deriving mea¬ 
ling from the word musahar, some say 
hey signify flesh seeker or hunter(‘masu’ 
ncaning flesh, ‘hcra’ meaning seeker), 
vhile others understand them as rat-taker 
)rrat-eater(‘mu.sa’ meaning rat). Musahars 
ire mainly landless agricultural labourers. 
Very few are cultivators or work in 
ndustries and offices. According to the 
:ensus, out of their total population in 
3 ihar, 46.7 per cent are workers and among 
hem, 95.34 per cent are agricultural 
abourers. Only 2.52 percent are involved 
n cultivation and the remaining 2.14 per 
rent are in other services. 

The musahars have largely remained on 
.he periphery, and have mostly gone un- 
loticed so far. But this situation is 
:hanging. In north Bihar, today the ‘Lok 
Sakti Sangathan’ has organised 500 
villages and tolas of musahars in four 
listricts, where they are raising relevant 
issues. As Kumar Suresh Singh writes in 
The Scheduled Castes, ‘The expansion of 
:apitalist agrarian relations and continuing 
population pressures helped to dissolve 
Taditional patron-client relationships. 
With this background, there arose stirrings 
af discontent among the musahar share- 
:roppers and labourers in Bihar which led 
!o autonomous protest movements under 
he leadership and organisation of militants 
Irawn from their ow n community.” 


And namaskar bhaijee is one form of 
this daily resistance. 'This is not a simple 
greeting. It is a movement. It did not come 
on its own. It had to be fought for strongly 
- to ensure that words of servitude and 
subordination, continuing .since ages, are 
deleted from the coasciousness. The use 
of words like sir, sahib, huzur, reflect a 
state of mind, a situation of being, the 
place of a community. They make them 
recline in sleep, in exploitation, in 
weakness. The essence of history lies in 
the progressive emancipation of thc.se 
tyrannous, dominating, irrational statu.se.s, 
handed down from the past,” explains 
Deepak Bharti, a masahar who has been 
working among the community for many 
years, often risking his life He points out: 
“Musahars and mallahs not only say 
namaskar bhaijee. They now sit on the 
chairs, when they go to government 
officials to petition or meet them. They 
cat in the same utensils. This was not the 
case in the late 1980s, and still is not the 
case where tlicir organisations are not 
present. These arc key words and key 
expressions, which by their use and spread 
mark the distinctive channelisation of 
their new energy. Such key words and 
expressions have symbolic values, 
which exert much influence on the nature 
anddirection of musahars’emancipation”. 

When the Lok Sakti Sangathan was 
formed in Baibhadrapur village, Jhan- 
jharpur, on October 11,1992, the birthday 
of Jai Prakash Narayan, it had few ideas 
of the issues which needed to be taken 
up, except for personal experience of 
endless exploitation by the local 
moneylenders. Having taken only Rs 70 
from a brahmin, he had to pay many 
hundreds of rupees for a number of years, 
and ail his income, from selling tea and 
spices at a road comer, went to repay this 
‘debt’. “The exploitation of dalits has 
many dimensions, related with land, water, 
indebtedness, bonded work and gender. 
There are large tracts of land but musahars 
have none. The whole region is famous 
for its large number of water tanks but the 
poor have no right over them. There are 


various hidden forms of bonded labour 
existing in the region where if you take 
a loan and do not pay it regularly you are 
obliged to do some work free. Or the poor 
do not get loans unless they do some work 
for the landlord free. The Lok Sakti 
Sangathan launched a series of initiatives 
and struggles on the.se issues and now 
they have spread to over 500 villages, in 
Madhubani, Saharsa, Darbangha and 
Supaul districts. ‘Tocreatcconsciousness. * 
To build pre.s.sure. To snatch our rights. 
To develop such .strength that without 
the intervention and participation of 
dalits, it becomes impossible to do things 
in the region, is our aim," concludes 
Deepak Bharti in a remote village of 
Jhanjharpur. 

Locating the masahars' daily existence 
and the struggles of their present has many 
dimensions, where there is an attempt to 
dislocate untouchability.to assert theirown 
space. How do the bits and pieces of 
everyday life sometimes develop in such 
a way where the distinction between the 
local and the global economy gets blurred? 
How docs everyday becomes a part in the 
life of a decade of national cconomy?How 
docs everyday become a contest for 
survi val, identity and social position? How 
does an untouchable caste in north Bihar 
cofitend with the way that others see them? 
How do their own signs, symbols and 
institutions engage with the dominant 
discourse - changing it and being changed 
in return, producing some new spaces? 
Can this emergence of new organisations 
and movements be explored as new sites 
of intervention? The rest of the paper 
briefly looks at these during the course of 
four months. The themes arc spread over 
five .sections the first deals with musahars’ 
traditional relationship with soil and its 
shifting equations leading to shrinking of 
employment; the second with the new 
course of migration; the third the new 
expanded informal .sector and child labour; 
the fourth, their resistances, repressions 
and gender roles, and the fifth the use of 
their owns symbols and idioms, as a means 
of dislocation of power. 
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The focus is on everyday arena, which 
could be micro, local, muted and hidden, 
not be high points and visible actions, but 
they are much more inclusive, pervasive 
and present, they arc diverse and multiple 
and through everyday transactions and 
negotiations can create new mean- 
ings.Gven often adopting local language 
and operating within the wider network 
of social relations, they go beyond that in 
the course of time. 

I 

April 1998. Sitting idle in his village 
Sirpur inu.shhari, six km away from the 
lownof Jhanjharpurin north Bihar, AshaiTi 
Sadai was saying, “Wc arc two in one - 
musahars and ‘mitti’ (soil). Digging soil 
is like a physical exercise for us, much 
belter than sitting or lying. When we don’t 
do it, then wc feel tired.” Musahars dig 
deeper and faster. They have carried on 
the skill of measuring and as.sc,ssing the 
quality of soil for generations. Asharfi 
Sadai isarepre-senlativcof many thousands 
in the area, who take pride in their 
traditional .skills. He dues not need an 
inch-tape, any modem measuring devise 
or the advice of an engineer. He docs not 
remember now those large numberuf dams, 
ponds, bridges or multi-storeyed buildings, 
where his skills and labour have been 
applied - in assessing, in digging, or in 
measuring the soil. 

But now he gets less work related with 
soil. Since he, like many others, has no 
land, and most of his life has pas.scd 
working with soil, his choices ate very 
limited. However, alwaysenterprising, and 
not afraid of learning new things, Asharfi 
has now started weaving ba.skcts. But the 
going is tough. Says he. “Bamboo trees 
are not mine; they belong to somebody 
el.se. The Ba.sket market is not certain. If 
.somebody gives me the bamboo. 1 weave 
it for them.” Other than this Asharfi looks 
here and there for soil work. Asharfi goes 
to cities, like Darbangha, S.'itna.stipur, 
Mu/.affarpur and sometimes even to Patna, 
the capital of the state. There is less and 
less demand fur labour like his, in spite 
of various ongoing construction activities. 
“I see that for an activity like assessment 
and measurement, we arc no longer 
required. Furtlier, the digging work in big 
project works is being done by the 
machines." he explains. 

The musahars* traditional job market 
has been squeezed by some other hidden 
ways, especially in the recent years. In 
village level developmental works, under 
the Jawahar Rozgar Yojana or other 
schemes, these are a number of works, 
somewhere related to digging and carrying 


of soil. These were all being done by 
musahars before, but not now. 

Harbor Sadai, of the .same village says. 
“We do the digging. But that is all. 11ie 
loading, unloading and carrying of the soil 
- all is now being done by trucks and 
tractors, contractors and their labourers. 
Here commissions rule the game.” Surya 
Narayan Sadai of village Bhcja in 
Madhapur Block complains of similar 
incidents, “Trolleys and contractors have 
taken over the .scenario, leaving lc.ss space 
forus". In the recent pa.st, thedisposscssion 
of musahars from rural land and 
employment has taken new turns. Since 
the last four-five years, landlords in 
Bakunia have purchased three tractors. 
They also hire tractors from outside as 
well. A landlonl rents it to another for 
ploughing, at the rale of Rs 150-170 per 
bigha. “It has become easier for landlords, 
as now they do not require labour, cattle 
or plough for a major part of their farming," 
says Tithar Sadai. 

Thus now there is work available locally 
only for three four months and that too 
primarily for womenfolk. Bindo Sadai, 
another musahar labourer in the village, 
confirms, “Sowing and harvesting, and in 
between, some other work related to 
standing crops, are barely enough for the 
womenfolk. Musahar men are becoming 
more and more unemployed. 1'hc new 
landlords, the yadavs, do not want us 
anymore on a longer basis.” Musahar men 
and women work from 6 o’clock in the 
morning to I in the afternoon. They get 
a breukfa.st of two rotis at 8-9 am, and their 
daily wages are 2-3 kg of maize or wheat, 
which costs approximately Rs 12-13. 
Earlier, there w.as a variety of other work 
available in the village vicinity; making 
of paper piickels, knittingof ropes, weaving 
of baskets, stitching of leaf plates, husking 
of rice and preparing eatables from it. But 
these opportunities of employment have 
disappeared today. “Rice mills have opened 
both in the village and at the block. Their 
owners arc not musahars or other p.)or. So 
landlords prefer to go to these mills, niihcr 
than culling musahars to their bouses, or 
giving gears to them for manual 
processing," .says Surya Narayan S.idai in 
Bhcja village. 

Similarly, Ashrafi talks about the 
problems of basket making and marketing. 
Paper packets have now virtually van ished. 
In the district town of Muzaffarpur, the 
refugee colony at Ganipur Muhalla and 
the old market Kali Kothi Muhalla, were 
once known for making of paper packets. 
In these two areas, around 250 families 
were totally dependent on this work, and 
among them, there were some musahar 


famjydes too. They used to make iUO to 
200 paper packets a day and were earning 
Rs 20 to 35 per day. But the coming of 
polythene bags, has changed the market 
for paper packets. SS-year-oId Saumitra 
Das of Refugee Colony says that now they 
are able to earn only Rs 10-15 a day. Thus 
most of the families have started going for 
daily job market in .search of any work. 

Soil as such was never owned by 
musahars, since land did not belong to 
them. However their talent for work with 
the .soil, as a skill, as an equipment, wa^ 
their very own. And this interrelationship 
was an integral part of theirdaily existence. 
This phase witnesses not only a 
replacement of that equipment by a new 
one, but even the the control of this 
equipment becomes a daily site. 
Instruments now exist without musahars 
- be it trollies, tractors or construction 
comptanies. They do not require even their 
knowledge, as a factory needs that of the 
workers. As the space for such equipment 
expands, the room for musahars’ skill 
shrinks further. A related dimension of 
this dispossession is his acceptance of 
new jobs and new places and this creates 
a new social life and relations. The day- 
to-day life becomes a cros.sroad from where 
he can go left or right, backward or forward. 
The next section looks at this shifting 
space. 

II 

In May 1998, there is one sight, 
strikingly common, inall musahar villages. 
You sec women, young and old, children 
of all ages and old men, but young/iniddie 
aged men arc hardly to be seen. Those 
visible, can be counted instantly by the 
villagers. The un.secn ones, everybody 
knows, arc somewhere in Gurdaspur, 
Batala, Pathankoth, Chandigarh, Panipat, 
Sonipal, Dcenanagar in Punjab and 
Haryana states. 

Btikunia Bichali is a musahar village of 
CO homes, in Navahatha block of Saharsa 
district. *010 journey off the embankment 
to Bakunia is difficult, as it comes between 
the two embankments on Kosi river. No 
transport reaches these villages for several 
kilometres, even during the dry season. 
Only country boats can be used for four- 
five months in the rainy season to move 
to and from the village. And one has to 
wade through knee deep mud within the 
village. There arc even two-three families 
living, of father and sons, in one house. 
But presently there arc only five young 
men in the village. Nearby is Bakunia 
Purabi, a village of 42 musahar homes, 
where there are 10 men. 'Dukhia Punjab 
khatihe' (Those who are in pain, labour 
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in Punjab) is the local saying, tells Sltia. 
whose all three sons are now labouring 
somewhere in Punjab. "But it is also true 
that if we don’t labour out, we will turn 
into street beggars,” she adds in the same 
breath. 

Every year, in December-January, they 
start moving out to Punjab, Haryana or 
Uttar Pradesh. They do wheat harvesting 
and rice sowing there. By June end, they 
come back and go again in September. 
Then they do rice harvesting, lliey get 
wages at the rate of Rs 40 to SO per day. 
Thus they work primarily as agricultural 
labourers for six-seven montlis a year. But 
some of them, like Domi Sadai of village 
Partaha, work in the rice mills of 
Chandigarh. He also takes some villagers 
along with him for working in the same 
mills. Then there is Hari, who works as 
a night watchman in a farm of Gurdaspur. 

Large-scale migration of musahars has 
a recent history, starting largely from the 
early nineties. Villages are now found 
totally deserted of young-middle male 
members during most of the agricultural 
seasons. It enables mu.sahars to .survive, 
but it makes moneylenders more accu¬ 
mulative and exploitative. It also releases 
the musiihars’ scn.se of deep humiliation 
and reflects the changes that are taking 
place between high-middle caste 
landowners and musahar agricultural 
labourers. Mallu Sadai, Ramc.shwar Sadai 
and others in Bakunia Bichali village 
recollect that some years back, say 10-12 
years before, only two, three or four from 
the village were going to Punjab as 
labourers, and the rest were working as 
labour in and around the village. But now, 
only a few mmain here in the working 
.season. Old Subodh Sadai of Bakunia 
Purabi village is a father of live sons. All 
the three adult sons have been working in 
Punjab since the last seven years. He says, 
‘They u.scd to work here as agricultural 
labourers or sharecroppers before. Now 
they come, stay for a few months and go 
back again. They send us money from 
there through cheques or bank drafts. 
Their families arc our responsibility. In 
place of them, their wives now work in 
the fields for .some months.” 

This migration helps in meeting the basic 
survival needs, but it is not enough to 
counter the blood sucking moneylenders, 
who have on overpowering presence in the 
area. Whenever they go, they normally 
have to take loans from the local 
landowners, turned moneylenders, at the 
tate of 10 to 12 per cent per hundred per 
month. Mohan Ram takes a loan of Rs 600 
everytime he has to go. if he pays back 
within three months, he pays an interest 


of 10 per cent. If he does not, dien the 
interest amount gets integrated into the 
main loan amount and he pays interest on 
that amount. 

Domi Sadai has more bitter experiences 
to narrate, “In early 1997,1 had taken a 
loanofRsl 1,000 from the local landowner, 
because I had to take 20 villagers along 
with me. Till date I have paid back 
Rs 30,000. But the landowner is asking 
for Rs 13,000 more to clear off the loan. 
I will have to pay. Otherwise how will wc 
be able to approach the moneylender again 
and then how will wc go to Punjab?" Even 
after five-seven years of working in Punjab 
and other states, Domi and his other fellows 
have not been able to cam enough to 
enable them to save some money, so that 
they can travel on their own, or their 
families can .su.stain themselves in lean 
days. ‘Jo kamana. so khana, kya fayeda' 
(whatever we cam, is barely enough for 
food. Is all this worth it?) is the usual 
feeling prevalent. 

This new course of migration among 
mu.sahars is going to continue. Hari 
Narayan Harsh, a known activist of the 
area, characterises this trend as one with 
contradictory implications, “On the one 
hand it involves tremendous pain which 
is almost like a running sore - of constant 
seperation, of i ncrcasing burden on women, 
of new exploitative mechanisms. On the 
other, it provides musahars with some 
bargaining power, gives basic .sustanance 
to their families and has lead to changing 
relations in the village, where they are able 
to escape relatively the constant work 
humiliation inflicted on them locally. 
Degradation is there as well, but it is 
outside their society, which cannot be 
‘seen'." 

This musahar who migrates, is a new 
untouchable, who is away from his 
traditional skill, and is now in a place 
where cash income is the centre of his 
activity. He is primarily involved with an 
economic activity which is highly 
competitive and also integrated with the 
national and the global market. Not only 
is his social activity severely limited, even 
the dominant economic activity has not 
been able to take root in the social and 
cultural systems. They are victims of a 
social polarisation where they cannot gel 
integrated, and arc also victims of a 
dicotomy between the economic and the 
social activity. Nevertheless they arc 
creating a new social space, for whatever 
reasons, be it because of survival needs 
or social justice or due to the mobile and 
flexible character of their work. Socially 
invisible they may be but they are creating 
their own limited arenas. 


Ill 

Parthaha, a village of scheduled caste 
community in the Navahatta block of 
Saluu^a district in Bihar, is known for 
child labourers. Only a few years ago, 
24 children of the village were found 
working in the carpet factories of 
Bhadohi, Uttar Jh-adesh. Now, among.st 
them, only one works there, but the rest 
arc al.so not in the village. They arc all in 
Punjab. Kamala, a middle-aged woman in 
the village, gets scared witen one takes to 
her, asking her name, age and the work 
her child does. “My son is in Punjab now 
and he is working in some fann along 
with the adults of the village. He was 
in Bhadohi before. But here there is no 
work, no fotxl. no school," says she in a 
hush-hush manner. Similar is the ca.se 
with 12-13 year old Sikandcr Sadai. He 
too was going to Bhadohi, but since the 
last two years, he goes to the villages of 
Punjab, to work in the rice and poddy 
Helds, for at least five-six months every 
year. 

The village, it soon becomes clear, does 
not want to open its mouth much in this 
regard. Incidentally, we meet the 12-year- 
old Brahmadev, who had returned from 
Punjab only 10 days ago. He went to 
school only fpr a few months at the age 
of 7-8 years. Unable to read and write, he 
has now learnt how to sign. Says he, “I 
go either to Punjab or to Delhi, work in 
the rice mills and carrying sacks. Cyani 
Kumar (14) has al.so been goi ng to Punjab 
for the last two years. “I had nothing, not 
even a pen, paper or bt»k. That is why 
I had to leave the school. After that I used 
to sit idle at home. When other children 
of the village started going, I decided to 
follow them. I u.sually earn about Rs .500 
a month for loading-unloading of sacks,” 
narrates he. 

Children continue to work in many 
hazardous industries. Samajik ShaiLshanik 
Vikas Kendra, a social organisation 
working in the villages of north Bihar, 
gives details of a survey on the status of 
child labour conducted in November 1997 
by the organisation, in Navahatta Block 
of Saharsa district; lO-ycar-old Dukhi 
Sadai, .son of Kamal Sadai of Bakunia 
Purabi village, was working in a carpel 
weaving unit of Allahabad. He died there, 
but his father does not know iniich about 
it. His second son. 1-14 year old Surindra 
Sadai, continues to work in a carpet 
weaving unit at Bhiti Baraui, Allahabad. 
Three more children - Uijali Sadai, Ramu 
Sadai and rihuran Sadai of the same parent 
had gone to a village near Allahabad in 
early 1997 to work in the carpet sector. 


Economic and Political Weekly December 4. 1999 


3467 



and a middleman suraj Yadavgave 
Rs 1,500 as an ‘advance* to them. 

The survey identifies a total of 1,704 
cases of child labour in 20 villages of 
Navahatta Block, of which 650 are female 
child labour. The need for repayment of 
debt to the landowners or the moneylenders 
is the main reason for the prevalence of 
this labour. 

In village Sohrai, block Lakhnaur,district 
Madhubani, lives Fulia. She had sent her 
10-year-old child Dadu, to work in a rice 
mill of Haryana in November 1997. “From 
here, a large number of children, aged 
between 6 to 12 years, arc going to Punjab, 
Haryana and Delhi. Nobody goes to 
Bhadohi any longer.” confirms Somani 
Devi, another woman sitting alongside 
Fulia. 

In the Bakunia Bichali village, .some 
cases of child labour come to light, who 
had gone to work in the carpet weaving 
units of Allahabad district, but have been 
missing since the last few years. Bindo 
Sadai is the father of 10-year-old Gugali. 
“My son went to work at the Allahabad 
district in 1996, but now there is no 
information about him,” narrates the 
worried father. Another father Bhannu 
Sadai says almost the same thing. His 
nine-year-old sun Manoj Kumar went to 
Bhadohi in 1994-95 and thereafter, he lost 
touch with his son. The local middleman, 
through whom the children had been taken 
there, has disappeared, and the parents do 
not know what to do in this situation. 
Though some child labourers have 
disappeared, that does not deter parents 
from sending their wards tothe samccarpet 
weaving units in Bhadohi and Allahabad 
areas. Mallu Sadai sent his 10-ycar-old 
son, Sanjay, to Kurmecha, Allahabad in 
May 1997 to work in a carpet weaving unit 
and in return he received Rs 1,000 in four 
instalments from the middleman. 

From Bhadohi and other places of Uttar 
Pradesh, to villages of Punjab and Haryana, 
it seems the same hard life for hundreds 
of children of scheduled caste villages. 
They have been sent back from one place, 
to be exiled to another. Those who have 
not left yet, are planning to soon. 12-year- 
old Chandra Mohan Kumar of Partaha 
village has made up his mind, “I was going 
to school till 4th class. Then I left it. Now 
I will go to Punjab. What will 1 do 
otherwise? What will I cat?” Even a 
conscious social activist like Lakshmi 
Sadai. finds it hard today to continue with 
her child's education. “It is difficult. My 
child was going to a school. Not now, 
because I have no resources,” she helplessly 
explains. The large presence of child 
labour, together with their dispersal across 


qiace, fs not new m tne musanar villages. 
What is new is that the now the expanded 
informal sector outside the region employs 
new child labour of these villages, as well 
as the child labour which has been 
withdrawn from the ill-famous carpet 
sector. 

IV 

In mid June 1998, Tiiaya Devi and her 
Khairi village witnessed an armed attack, 
something they had never experienced in 
their life time on such a scale. Around 40- 
50 yadavs of the same village attacked the 
village and left in an hour. After the 
incident, Tiiaya Devi, has been unable to 
come back.to her village. Her family 
members and other musahars of the vi llage 
are shocked and shattered. 

Khairi, a village of 100 and 70 houses 
of yadavs and musahars respectively, is 
barely 12kmawayfromJhanjharpurtown 
of Madhubani district. Musahars live in 
small thatched huts in one comer of the 
village. Tin roofs are an exception. These 
huts have been built on a stretch of land 
that appeared a few years ago from under 
the flood waters. All around the houses 
of musahars are va.st fields of rice that do 
not belong to them. “It was around 8 am, 
when the yadavs came with 'pharsas', 
sickles and spades and started beating up 
everyone - women and children, young 
and old. They damaged our ‘kaccha’ 
houses, utensils, and other items, spoiled 
the grain, took away all the valuable 
belongings, even cows, oxen, buffaloes. 
They were vociferously threatening to kill 
every musahar of the village,” recount 
Vaidhyanath, Mahakant, Amolia, Lichia, 
Bachia Sadai, Marani Devi and many others 
of the village. Some of them show their 
injuries with bandages and plasters. 

Yadavs were indiscriminate in their 
attack, but were specifically asking for 
Tiiaya Devi. When they found out that she 
and her family members were not in the 
village, not only did they destroy her hut 
completely, they also took away a buffalo 
belonging to her. While leaving, they 
declared that they would teach more 
‘lessons' to Tiiaya, if she continued to 
defy and agitate against them. In the village, 
Lichia asks in anger, “Why do they want 
to kill us like this, when we are the ones 
who work in their fields? Other villages 
also have musahar labourers and yadav 
landowners, but why are the landowners 
here acting in this manner?” Moreover, 
the yadavs have stopped employing them 
this year and thus they have been forced 
to go to other villages for work. Tiiaya has 
taken shelter in the office of Lok Sakti 
Sangathan in Balbhadrapur village. 


L^ooxmg sau anu paic, sue piajrs loi luwiv 
rain and darkness, so that she can go to 
her village someday, to see for herself (he 
condition of her house. She was fearing 
attacks from yadavs since many months. 
One day she even went to the local 
Lakhnaur police station, but the police 
neither recorded her statement, nor lodged 
any complaint. Instead, she was humiliated. 

Small-built and simply dressed in a sari, 
Tiiaya calls herself a musahar and names 
her husband as Nayal Sadai. She woiks 
continuously, sometimes as agricultural 
labourer, and sometimes as maker and 
seller of leaf packets in the local market. 
She is also a well-known activist of 
musahars. She has been working in the 
fields since her childhood. She got mar¬ 
ried at an early age and has never gone 
to a school. “Nobody in the community 
was going to school, nobody realised 
them the importance of education. Also, 
the rich and the powerful were not willing 
toimpart education to us,” says she, matter- 
of-factly. 

When for the first time, the mu.sahars 
tried to take control of some ‘gairmazarua’ 
(ceiling surplus or public commons) land 
for their housing, the deep-rooted 
unwillingness of the rich to share any 
resources with the musahars became 
apparent and made Tiiaya acknowledge 
the threat of attacks from the landlords of 
the village. “The whole land area 
surrounding Khairi, approximately 1 SO¬ 
HO bighas, is owned by Lokpati Singh, 
alias 'Babu Sahib’ of Lakhnaur. The land 
is of different kinds - ceiling, bhoodani, 
governmental - but he is the owner of ail, 
and the musahars used to do .sharecropping 
on this. We live in a small comer in the 
village and were finding it hard to 
accommodate our growing families there. 
Thus we decided to build our houses in 
a small plot of 13 bighas, which was a 
gairmazarua land. A year ago, we built our 
houses there, and that entirely changed the 
attitude of landowners,” she says. 

Everybody in the village listens to Tiiaya, 
and follows her, as their leader. She was 
the one who had taken the initiative in 
taking control of the land. “I have been 
working in the fields since long, but that 
was not the case with so many other 
musahar women. Now more and more 
women work, because of increasing 
economic pressure and migration of the 
menfolk to Punjab-Haryana. We have to 
bear so many burdens now. We have to 
decide things for our houses,” says she, 
regarding her involvement in the work of 
the organisation. Tilaya's involvement in 
the organisational work started a few years 
ago, when the idea of a ‘gram kosh’ came 
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to (he te^on. She started collecting Rs S 
perfamily, inspiteof theresenunent shown 
by the males. Once her husband beat her 
up mercUessly, but women were very 
supportive, especially Pagia Bai. Slowly 
the gram kosh became a success and it was 
the males who got the much-needed 
support from the kosh at the time of their 
going to Punjab. When Hlaya was accepted 
among the male members, she started going 
to other villages with the Sangathan 
activists. The Sangathan became stronger 
and vibrant in Khairi and its annual 
conference took place there in May 1998. 
More than 2,000 musahars of the region 
gathered there, to give the organisation 
more strength. 

With all these activities, Titaya was 
getting more confident about herself, about 
the strength of the organisation. When a 
few monthsago. landlords of Khairi village 
offered her some land as a bribe, to keep 
her out of organisational work, she not 
only refused, hut also saw it this as a 
vindication of her suspicious. But now, 
the brutal attack and the threat over her 
life and family has pained her immensely, 
and she silently asks many questions; Why 
has nothing happened to the aggressors in 
spite of the new-expressed strength of 
musahars? Why she has to live in hiding? 
What will happen to her? Who will take 
care of her damaged house and replace the 
stolen cattle, which provided 6-7 litres of 
milk a day for sale? Will .she be able to 
survive and the organisation able to 
withstand the pressure? 

The attack on Tiliya Devi in the face of 
her a$.sertion, and her dilemmas, struggles 
and strcngthscan give us multiplereadings. 
Male migration has widened the spatial 
gaps in local families and household, 
leading to increasing stresses and hard.ships 
in the lives of many musahar women. 
There has been a feminisation of the local 
workforce. At the same time, musahar 
women are now much more visible both 
within the household and outside it. They 
now have more decision-making powers. 
This change and rupture has often made 
them more aware of their oppression, 
giving them a new strength to assert 
themselves. Their involvement with the 
local organisation has grown. They are 
increasingly seeking to disrupt the social 
order by reworking their own space and 
asserting their agency. Even the landlords 
who attacked Tiliya Devi, and musahar 
men themselves are forced to recognise 
this increasing visibility of women. Thus 
disorder has crept into the moral order. 
Existing locations of gender and caste 
hierarchies have been slightly dislocated 
in this scenario. 


V 

It is Moghlaha village of Madhubani 
district in July 1998. Here brahmins, 
rajputs. bhumihars and yadavs are in a 
majority: and mallahs, doms and musahars 
are few, around 30, in number. All dalits 
arc agricultural, migrant or construction 
labourers. At the same time, within the 
village, they have also been doing some 
work traditionally. Suppose a cattle dies 
in the village, it is the duty of a musahar 
to lift the dead body and throw it away, 
outside the village. If there is a feast at 
the time of marriage or last rites, doms 
clean up the mess after food is served and 
eaten. 

An incidentoccurred a year ago regarding 
this traditional work, a villagerremembers. 
A brahmin was constructing his house and 
he asked a musahar to come for a day’s 
work. That day, the musahar had to go to 
some other village to see his relatives and 
he expressed his inability to come. The 
brahmin was furious and he called a 
meeting of all brahmins of the village that 
day where three decisions were taken. 
Musahars will not be given any work; their 
cattle will not be allowed in brahmin's 
fields; and their women will not be allowed 
to cut grass or to collect dry leaves in the 
fields and lands of brahmins. 

The musahars were terrieficd at this 
course of development. They also faced 
several difficulties day-to-day. For 
instance, a brahmin's buffalo died in the 
village. The musahars then refused to throw 
it away outside the village, and nobody 
else in the village was ready to perform 
the work. This was seen as a crisis among 
the village elders and thus a meeting of 
the villagers was called. By that time, all 
the dalits had begun to see that they would 
suffer immensely if they were scattered, 
and in the meeting they all said in one 
voice that brahmins' unilateral decision to 
boycott the mu.sahars was unjust and the 
traditional ways of village living, where 
one needs another, should be restored 
again. Whether the brahmins got scared, 
or they had an urgent need, or some of 
them thought that the death of a buffalo 
was god's punishment for a wrong 
decision, the meeting decided to lift the 
boycott on musatiars. 

But this was not the end. Some time after 
this episode came the elections. This time 
as in the past also, brahmins and bhumihars 
started capturing the polling booths. 
However, they were met with some 
resistance by a few of the rich among the 
yadavs. There were violent clashes, where 
both sides seemed prepared with anns and 
ammunitions. The brahmins and bhu- 


mihaxs Idt tte scene, but befoie leaving, 
some of th^ryoufhblastedabomb, though 
without any damage. The police came and 
the brahmins lodged complaints t^mnst 
the yadavs and the dalits, both. 

Some youths of the backward castes 
came forward at this time. They assured 
the dalits that the village would collectively 
fight for their cases. For this purpose, they 
evenformedn ‘Nav NirmaniOilyanSamiti' 
for collection of funds. The Samiti 
collected funds and .started taking up other 
issues, like installing of tubeweiis for 
drinking water, hiring of unemployed youth 
to impart education to village children, 
etc. Ihe Samiti also started organising 
Hindu festivals and ceremonies. 

The brahmins and bhumihars got restive 
on seeing the activities of the Samiti and 
decided on their part to construct a 
Hanuman temple. The construction began 
with a ceremony, but soon there was a 
dearth of funds. They approached the 
Samiti for collaboration in the temple 
building, with the promise that the name 
of the Samiti would be displayed in the 
temple. The Samiti accepted this and 
supported the con.struction in all possible 
manner. 

The temple was built. The statue of 
Hanuman was installed. But the name of 
the Samiti was not displayed there. Dalits 
say that in spite of iheii repeated requests, 
the brahmi ns always evaded this. They fell 
cheated and sharp differences surfaced 
within the Samiti regarding the future 
course of action. The Samiti also became 
defunct in this meanwhile. 

Identities of various castes and 
communities are being negotiated in 
multiple ways in this village, depending 
on .social and economic needs. “Musaha» 
have always been considered impure, and 
brahmins would not like to be touched 
even by their shadows," complains a local 
villager. But then I saw a brahmin 
landowner touching the body of a musahar, 
while having a conversation with him in 
the same village. I wondered and asked 
the brahmin, “Have things changed here?" 
He replied, “Now there is no labourer 
found in the village. Everybody goes out. 
If I behave like this, they arc happy and 
only then do they come to work." 

A young daiit of the .same village .says 
that he would never take up the job being 
doneby his father, i e.lifiingand throwing 
away the budie.s of cattle carcases. The 
old father contests him and says that he 
would have to do it after his death. 
Otherwise from where else would he get 
Rs 150-200 fur a work like this. The son 
however shows his clear di.sapproval and 
says that he would prefer to go to Patna 
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or Muzzafarpur to pull a rickshaw, than 
to lift a dead cattle. 

Khairi village under Lakhanaur police 
station stands .shattered, as armed yadav 
landlords attacked the musahars there, 
ransacked their huts and took away 
whatever cattle wealth and other 
belongings they had. The musahars and 
the yadavs, both hxJged police complaints 
against each other, alleging provocation 
and attack by the other. The police did not 
came earlier, in spite of the musahars’ 
reported fears of being attacked. Now there 
is u police camp in the village, but they 
am arresting people from both sides and 
there has been no recovery of looted cattle 
or other goods. 

One hears contnidictory voices from the 
musahars. Charitra Sadai. who was 
seriously injured in the attack, says in a 
disillusioned tone that it was the people 
of llic Lok .Sakti Sangathan, and not the 
police, who took the injured to Darbhanga 
hospital and arranged food and necessary 
things for them. At the same time, a IcKal 
activist comments, “the police came and 
they are now camping here. We have lodged 
our complaint with them. All this is 
iiuppcning because of Luloo Yadav’s 
regime. Otherwise we would have got a 
worse deal, as was happening in the 
previous regimes." He gets wide nods 
from other villagers gathered there. 

Bakunia Bichali village is in Saharsa 
district, very far from Khairi. But the 
musahars there know about the Khuri 
incident and plan to take part in the 
forthcoming protest programmes of the 
musahars. In one of their meetings 
organised in the village, they sit under two 
flags, hoi.sted on two long bamboos; the 
two flags symbolise their two gods - Dcena 
and Bhadri, who were brothers. The two 
musahur brothers sacrificed for the cause 
of their community in an ancient time. 
“Every year in June, wc remember Dcena- 
Bhudri. In small groups, wc go from house- 
to-house. village-to-village to collect rice 
or paddy, so that their memory is kept 
alive. They are remembered because they 
suffered and .sacrificed. They arc our only 
gods. Their sacri ficc is our’s.' fhe suffering 
of Khairi is our’s,” says Domi Sadai in 
a forthright manner. 

The musahars' own symbols and idioms 
arc much more visible today in the social 
and cultural land.scape of the region. They 
are today trying to evolve diverse mediums 
to .strengthen processes of social questio¬ 
ning and offering parallel structures to the 
past and present stvial order. An emergence 
of a new symbolic order is there, where 
what was defiled till now, is being turning 
into an instrument of worship, and what 


was considered os pure, is being rejected 
and questioned. Within this socio-cultural 
milieu lie the consciousness, contradictions 
and dichotomies of the musahars. The 
ways in which it reveals itself in daily 
lives, directing local contexts of culture 
and association, is a reflection of changing 
location and distribution of power in 
society. 

Though not very visible and not much 
heard about, the musahars are causing 
fissures in the ca.ste', gender and ritual 
hierarchies of the region. Several dynamics 
arc at work, at the village, leading them 
to a situation in which they seek to disrupt 
a prevaili.-ig order, and want to create their 
ow n, though some forms of acquie.scence 
with the present also continue. The 
musahars were musahars because of the 


location of their caste, occupation and 
place, which acted as fundamental signs 
of their identities. Today however, some 
of these signs are getting dislocated and 
are vanishing. Their previous identity as 
untouchables and rat seekers is shifting 
into the periphery. More visible today are 
issues of their survival, their economic 
and social aspirations, their demands and 
struggles. At the same time, this new image 
represents more of aspiration, and less of 
an achieved entity. It is in the process of 
formation, without yet reaching full 
realisation. It is moving and transitory, 
and yet provides alternative grounds for 
the society. 

11 am thankful to Nandini Gtx>ptu, Barbara llarri!t 
While, Charu Gupta and Adilya Nigam for Ihcir 
support in writing this paper.) 
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DISCUSSION 


Civil Society, State and Democracy 

Gurpreet Malu^an 


THERE are two dominant conceptions of 
civil society today. In the first, more 
popular, view civil society is defined in 
opposition to the state. It is identified with 
voluntary associations and community 
bodies through which individuals govern 
themselves. The non-govemment, non- 
party associations of civil society are here 
seen as forumsofdirect participation which 
can intervene to curtail the increasing 
power and authoritarianism of the state, 
in the second, sociologically more in¬ 
formed, view civil society is ass(x:iated 
with a set of institutions that mediate 
between the individual and the state. 
Although mediating institutions exist in 
all .swicties, civil society is linked with 
institutions that arc open and secular. Civil 
.society is by this reckoning seen as a 
modem phenomenon that emerges only 
when the principle of formal equality 
becomes the operative nomi in society. 
Apropos these two quite distinct con¬ 
ceptions what needs to be emphasised is 
that in a democracy the state and civil 
scKiety are imbued with the same spirit. 
The state enuneiates laws that objectively 
embody conditions necessary for en¬ 
hancing equal citizenship. Civil society 
operates in accordance with theestabl ished 
system of laws and rights so individuals 
can pursue their particular ends while 
simultaneously respecting claims of equal 
citizenship. As such, in a democracy the 
state and civil society act together, in 
tandem with each other, to promote citizen¬ 
ship rights and the conditions of subjective 
freedom [Mahajan 1999]. It is therefore 
not enough to identify civil society with 
a set of institutions that ‘mediate’ between 
the individual and the slate. 

The link between civil society, state and 
citizenship is a defining feature of demo¬ 
cracy. The strength of a democratic polity 
depends upon the extent to which civil 
society and the state acknowledge the 
claims of equal citizenship. It is in the 
context of this understanding that Andre 
Beteille's recent aiticle in the EPW evokes 
special interest [Beteille 1999J. Beteille is 
among the few social scientists who do 
not identify civil society with forums of 
' participation, be they voluntary associa¬ 
tions or community bodies. Instead, he 
specifies thatcivil society represents ‘open 
and secular’ institutions that mediate 
between the individual and the state. 


Institutions that are open to all categories 
of citizens iiTcspective of their caste, 
colour, creed or gender and whose internal 
arrangements arc not determined by 
religious laws, arc thus categorised as civil 
society [Beteille 19961. 

For Beteille, these ‘open’ institutions of 
civil society embody and endorse the 
modem idea of citizenship. They set aside 
ascriptive community identities and treat 
all individuals as citizens in an equal 
manner. Since institutions of civil society 
give pre-eminence to individuals us citizens 
rather than to their identity as members 
of specific communities, such as citste. 
race or gender, they can only exist when 
the social-political order ba.scdon hierarchy 
is replaced by a .system based on the equal 
rights of individuals. 

The di.stinction that Beteille makes 
between different kinds of as.snciations 
and societal institutions is extremely 
important, particularly in a country like 
India where a large number of associative 
bodies continue tube based on kinship tics 
and principlesofcxclusion. Here one needs 
to be extremely cautious about associating 
civil society and, with it, democracy with 
the proliferation of multiple non-state 
bodies or identity-based institutions that 
distribute privileges and rights unequally. 

Civil .society is a modem phenomenon 
and Beteille rightly emphasises this. We 
also need to continuously remind ounsel ves 
that civil society and citizenship arc 
intimately related. The institutions of civil 
.society must be responsive to the claims 
of equal citizenship. This is an aspect that 
must be asserted forcefully in discussions 
on civil society. However, while bringing 
back the concents of equal citizenship into 
the debate on civil society, it is necessary 
to iterate that citizenship rights cun be 
protected and promoted only when 
opportunities and privileges ate more or 
less equally distributed. Minimally, equal 
citizenship requires that socially valuable 
assets are nut the monopoly of any one 
group or community in .society [Gupta 
1998:509-23]. More importantly, it is 
necessary loensure that ail individuals and 
communities have access to assets that 
are valued in .society. So long as a.scribed 
identities remain the basis of distribut¬ 
ing or accessing resource.s and oppor¬ 
tunities, equal citizenship can never be 
effectively realised. 


Thus, while institutions of civil society 
must enhance the goal of equal citizenship, 
strict adherence to the principle of formal 
equality may not alway she appropriate for 
realising this end. In particular, to include 
communities that have been forcibly 
excluded from social and political life 
and to overcome the effects of suci 
systemic discrimination the institutions ol 
civil siK'iety need to devise strategies that 
provide equal opportunity to members ol 
these communities. In all such instances 
when community membership is the source 
of di.scrimination by state and society 
reference to collective identities is in¬ 
dispensable in the pursuit of equal rights 
of citizenship. What is therefore necessary 
is that we reflect upon the passible ways 
by which sources of such systemic dis¬ 
crimination can be overcome without con¬ 
verting community identity into a valuable 
as.sct. This is by no means an easy task 
but the frequent misu.se of the principle 
of affirmative action for temporary gains 
cannot, and must not, blur the di,stinctior 
between equal treatment to citizens anc 
treatment of citizens as equals [Dworkit 
1998:314-241. 

Andre Beteille’s concern about the 
politics of populism and identities is 
however well founded. In contemporary 
India where rules are an easy victim ti 
personal, community and other vestce 
interests it is indeed necessary to assert th< 
primacy of rational rules and impersona 
laws in the functioning of civil .society 
Respect for duly constituted authority am 
adherence to formal rule.s and procedure 
can undoubtedly limit the arbitrary u.se o 
power. It can also strengthen institution: 
in society. However,it ispcriiapsimportan 
to in.scrl that respect for laws is a nccessar} 
but not a sufficient condition for streng 
thening civil society. We could have in;iti 
tutions that are efficient and run by thi 
book but remain insensitive to the neoc 
to extend citizenship. Laws that goven 
civil society must of ncce.ssity lie thosi 
that are responsive to the claims of equa 
citizenship. This cannot be H.ssunicd am 
needs to stated categorically. The greai 
merit of Hegel’s analysis of civil society 
is that he draws our attention to this dimen¬ 
sion. While Weber <|H;aks of rational- 
legal structures of aulhoriiy and Toeque- 
villecelebrates ihc proliferation of diver.s< 
assiKiations in America, Hegel argues thai 
institutions of civil .society, even sucl 
entities us the Corporation, must functior 
in a way that promotes the welfare of all 
It must protect the interest of .society a: 
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a whole and encourage the development 
of those capacities that enable individuals 
to become members of society (Hegel 
1953:148-54; also Mahajan 1999]. 

Institutions of civil society can however 
fulMi this role only when they are backed 
by the laws of the state. Unless the state 
upholds the rights of all persons as equal 
citizens and strengthens institutions that 
protect the rights of individuals against 
pa.ssible violations, civil society would 
remain extremely weak.. Writing with this 
insight Hegel placed institutions involved 
in the adrnini.stration of justice as well as 
those implementing the law within the 
domain of civil society. Laws of the state 
form the context within which the insti¬ 
tutions of civil society function. The latter 
cannot be sheltered from the dominant 
ethos that permeates the institutions of the 
state and which is objectively embodied 
in the law of the land. 

In a democracy the .state has an obligation 
to enunciate a framework and protect a 
body of laws that enhanceequai citizenship. 
A strong civil society testifies to the ful¬ 
filment of this obligation. And, conversely, 
a weak civil society points to the need to 
pressure the state to honour its most 
fundamental obligation. However, since 
the state performs the task of formulating 
laws that provide a minimum framework 
within which diverse institutions of society 
function and chatter their own separate 
agendas, it occupies a special position in 
society. In the present world where com¬ 
munitarians are asserting that the state 
should leave communities and social insti¬ 
tutions free to determine their own con¬ 
ception of good life, it is particularly 
necessary to acknowledge the special role 
that the state has in upholding a system 
of rights which enhance equal citizenship. 
If societal institutions are to function as 
open and secular entities then their 
functioning cannot be left either to the 
good faith of the members or the wilt of 
the many. The democratically constituted 
state has to be cntru.sted with the respon¬ 
sibility of delineating a framework within 
which the institutions of civil society can 
expand the conditions necessary for 
freedom and equal citizenship. This may 
accord a unique position to the state and 
differentiate it from all other institutions 
in society but it does not empower the state 
vis-a-vis the citizens. For this reason it 
docs not amount to a pro-state orientation. 

Thus, while discussing the concept of 
civil society three points to be emphasised. 
First, in a democracy civil society and state 
are not antagoni.stic bodies. On the contrary, 
both express the same spirit as they seek 
to promote the claims of equal citizenship. 


Second, association of demoerKy with 
forums of participation may in fact violate 
some of the principle with which demo¬ 
cracy is closely linked, namely, equal 
protection for minorities and the rights of 
all citizens. Participation may by its very 
force legitimise the will of the majority 
in a society. Third, in a society marked by 
systemic di.scrimination, strict adherence 
to the principle of formal equality and rule 
by impersonal laws may not be enough for 
promoting the ideal of citizenship. The 
latter entails the distribution of assets and 
opportunities in a way that diverse groups 
can have access to them. So long as socially 
valued a.s.sets remain the monopoly of some 
groups the principle of formal equality 
may hinder the realisation of equal 
citizenship. 
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Economic Reforms and Poverty 

Estimates of absolute poverty in rural and urban India up to 1997 
present a mixed picture of moderate decline in urban poverty rates, but 
relatively unchanged levels of rural poverty since the initiation of the 
economic reforms in 1991, which seems largely attributable to differentiai 
growth in average living .standards in the two sectors. However, the 
unresolved and increasing discrepancy between the national accounts and 
survey-based estimates of coasumption growth raises doubts about how 
egalitarian the growth process has been over this decade. 3516 

Wages of Non-Performance 

The ruling Akali-BJP combine in Punjab has been reduced to three seats in 
this year's Lok Sabha elections after iLs major successes in the 1997 assembly 
and 1998 Lok Sabha polls. The coalition government's failure to keep populist 
promises made in the previous two elections brought on a punishing backlash. 
While the iarges.se offered to farmers and the rural areas alienated the 
urban and nun-agriculturi.st votes, (he non-materialisation of the promised 
manna angered the would-be bcnenciaries in the rural areas. 3519 

Indo-American Relations 

What India seeks in its relationship with the US is very simple - wc 
want the US to be out but we want to be in with it. The la.st decade has 
seen India and America set aside the bitterness and ho.stiiity of the past 
and engage in dialogue across a broad spectrum. An attenipt to draw up 
a menu of some of the more proiniiieni issues so that it is possible to 
identify what we like and what we dislike. 3532 

Energy Planning at District Level 

Energy demand must be measured and planned 3 ) the regional level 
because energy resources, size and density of population and industrial 
and agricultural activities vary across regions. The results of an ongoing 
study to build a decision-support system for energy planning in a 
district using a geographical information sy.stem framework. 3545 


‘Rebati’ Revisited 

Phakirmohun Senapati's ‘Rebati* has 
been interpreted a.s u .story about women'.s 
education. But it is really about 
Tcmale identity and empowerment. 
That Rebati suffered a tragic end is a 
measure of the author's ‘social 
realisin' - he did not dare endow her 
with an identity of her own. 3505 


Beyond Statehood 

The main inspiration behind the 
Uttarakhand movcnicnl has been the 
impulse to give a new direction to 
nation building and development by 
strengthening them at the local, 
regional level, it will be an inju.sticc 
to this movement to limit this 
inspiration to merely a programme 
for creating a separate state. 3489 


Appetite for Liquidity 

The demand for bank credit from the 
real :{cctors being moderate, the surfeit 
of liquidity in the financial system is 
being gobbled up by the government 
and by the galloping capitalisation 
of select equity scrips. 3482 


Renato Constantino 

His writings and decades-long struggle 
against imperiatism remain the lasting 
testament to humanity of Renato 
Constantino, the Filipino political acti vest, 
social scientist and tcachercxtraordinary 
who died earlier this year. 3501 


Aid and Education 

If externally-aided projects in elementary 
education remain outside the .system, 
as they arc tending to, what purpo.se 
do they serve in the long run? Structures 
created to implement donor-aided 
projects should not lie allowed to 
become contentious issues in 
educational adinini.sirutiun. 3492 


Drug.s and Trade 

New intemationai agreements on trade 
need to he monitored to assess how 
they affect people's access to 
essential nicdicinc.s. 3490 


Opportunity in Nagaland 

Given the historic conjuncture of the 
ecase-nre, it is possible to transform 
the lost opportunities of the past in 
Nagaland into reaii.sed potential by 
initialing a .set of reforms. 3498 


Reservation for Women 

Reservation for women m elected bodies 
mu.stbesccnasgendcrju.siiee both within 
and between communities. The struggle 
for gender equality must be woven 
into the struggle for emancipation of 
each of the oppressed groups. 3494 


Voter Apathy 

The low voter turnout in Himachal 
Pradesh affected the Congress decisively 
in Himachal Pradesh in the Lok Sabha 
elections and tilted the scales in favour 
of the BJP-HVC combine. 3495 













LETTERS TO EDITOR 


Restructuring Indian 
Power Sector 

SPECIAL secretary (Power) Pradip 
Baijal’s article on restructuring the power 
sector in India (September 2S) deserves 
a close reading by all policy analysts in 
the power sector. Sections I and II give 
a description of the reforms in other 
countries and 'lessons' for India, and 
section Til is a fairly good articulation of 
the various policy measures taken by the 
ministry of power along with a summary 
of the present situation. At the end of this 
section, Baijal has crisply and candidly 
listed the elements of retomi measures 
that have not yet been attempted at the 
central or state levels. These tear repeti¬ 
tion; 

(a) setting up of a wholesale electricity 
market, and 

(b) introduction of competition and effi¬ 
ciency in the electricity market through 

- economic dispatch system, 

- compulsory open access to the grid, 

- allowing shopping around for large 
consumers, 

- easy entry into the sector of different 
players in competitive market condi¬ 
tions, supervised by regulators, and 

- introduction of pool based competi¬ 
tion among generators (doing away 
with PPAs), 

However, Baijal is at his best in section 
IV where he clearly identifies the future 
steps for the Gol and CERC. The focus 
is on creating competition in the whole¬ 
sale electricity market. The pragmatism is 
in retaining the national transmission 
network us a public monopoly - witness 
the problems in the IIS created by multiple 
private transmission owners. Baijal has 
also made the far-reaching - though con¬ 
troversial ■' recommendation of splitting 
up CPSUs like NTPC. NHI>C. DVC, etc, 
to make competition in generation work. 
However, this recommendation is contest- 
able in view of the mergers of big gen¬ 
eration companies in the US to face up 
to competition on the one hand and on the 
other the Indian government's idea of 
making a few of the.se 'Navaratnas' as 
global giants to compete effectively in the 
global markets 

Baijal has also visualised how time of 
day metering at central grid can eventually 
lead to entry of hydro players and other 
IPPs on a merchant plant basis, without 


the need of long-term PPAs. He has boldly 
talked about bilateral contract market 
between users and central sector genera¬ 
tion companies, nonchalantly ignoring the 
grave implication of this on the revenues 
of SEBs, who will lose their subsidising 
patrons. In recommending that we should 
turn to US and Australia - he should also 
have mentioned New Zealand, whose firms 
are hired by California regulators to com¬ 
puter programme their electricity market 
- rather than UK, he has revealed his 
insight of how competitive pressures arc 
sought to be unleashed much more in the 
US, Australia designs than in the UK 
design. 

By restricting his brief to central .sector 
reforms, Baijal has let the thorny issues 
of state sector reforms - like agricultural 
electricity tariff, distribution privatisation, 
etc - be sorted out by the states. In short, 
a bold and sober analysis. 

V Ranganathan 

Bangalore 

Gandhi and Hindu-Muslim 
Marriages 

IN RanJitSau’sarticle 'From Sankritisation 
to Hindi-isation and Hindu-isation’ 
(October 16-22/23-29) it has been men¬ 
tioned that GandhiJi has condemned 
Hindu-Muslim inter-marriage as incest. 


In a letter written on May 24, 1932 
addressed to a lady, he says: “Boys and 
girls should be married only after they 
have grown up. The partners should choose 
each other with the consent of their par¬ 
ents. Hence there is no unnatural restric¬ 
tion in such a method. If anybody asks my 
opinion, I would say that marriage be¬ 
tween persons following different faiths 
was a risky experiment. If both husband 
and wife believe in their respective reli¬ 
gions and actively follow them in their 
lives, difficulties are likely to arise be¬ 
tween them. Thus I think that the Bhatia 
girl's marriage is a risky step, but I do not 
regard it as irreligious. I would not oppose 
it if their love is pure, if the Bhatia girl 
can follow her religion and the Muslim 
youth his and if their ideas about food are 
the same. But I do not advocate marriages 
between persons of different faiths as .1 
advocate inter-caste marriages because I 
desire the disappearance of sub-castes. I 
would not agitate against such marriages 
either. This is an issue on which every man 
and woman should think and decide for 
himself or herself. There cannot be a 
uniform law for all.” {The Collected Works 
of Mahatma Gandhi, Vol 49, p 478.) 

I hope that this clarifies the views of 
Mahatma Gandhi on inter-faith marriages. 

L N Mittal 

Mussoorie 
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Seattle and Beyond 

S TANDSTIU^ at Seattle is a [wpular hut fairly superficial 
summing up of the Third Ministerial Meeting of the World 
Trade Organisation fWTO). The formal purpose of the meeting, 
to draw up an agenda for a fresh round of trade negotiations, 
did come to a standstill. However, some things did change at 
the meeting and, on balance, in favour of the developing 
countries, even if they came away from the meeting with the 
feeling that they had teen used to score points in the domestic 
politics of the US. 

How does the Seattle outcome affect the prospects of world 
' trade and, in particular, the trade opportunities of developing 
countries? The failure to agree on the agenda of a millennium 
round of negotiations does not impede ongoing trade, obviously 
enough. If the propo.sed new round of talks would result in 
measures that improve Ihedevelopingcountrics* markelaccess, 
that would certainly help these countries grow fa.ster. 

From their point of view, Seattle reprc.sents one lost 
opfwrtunity to get the developed world to agree to open up 
their markets further. But more such opponunities will come 
up or can be created. So the Seattle setback is of little lasting 
significance in the.se terms. 

The Seattle developments proved productive for the 
developing countries on one count: they.staved off,succe.ssfully, 
attempts led by the US to link uadc with labour .standards and 
by the EU to link trade with the environment. It may be argued 
* that even at the Singapore Ministerial Meeting of 1997, the 
developing countries had resisted the attempt to link labour 
standaid.N with trade. But on that occasion, along with delegating 
labour standards to the International Labour Organisation, the 
final communique also contained .several trade decisions that 
had been pushed through against a background of 
uncomprehending passivity on the part of most developing 
countries. No such surprises were sprung at Seattle. And this 
is not just because of sharp differences of opinion between the 
US and Japan on anti-dumping duties and between the US and 
the EU over agricultural subsidies. Developing countries did 
put up a coherent show, although a spontaneous one, at Seattle 
and need to develop this negotiating impact through sustained 
co-ordination. 

An important gain for the developing countries from the 
round getting aborted at this stage is that it gives time for China 
to come on board before finalising the framework of negoti¬ 
ations. China is the biggest, most coherent entity among the 
^ developing countries and negotiations on contentious issues 
as such multilateral investments, which have a nasty habit of 
cropping up in the middle ot entirely unrelated bargaining, will 
more effectively reflect developing country interests with 
China participating as a full-fledged member of the WTO. 


Another .significant development at Seattle was the role of 
the non-governmental organisations (NGOs). Naturally, 
developed country NGOs received the most media attention 
and articulated their point of view. (Apart from media bias 
what helped the process was India's decision not to 
accommodate any Indian NGOs in its delegation.) The NOO 
factor underlines the fact that trade is but one part of 
globalisation. However much trade theory purists and. 
developing country politicians argue against the invalidity of 
linkages between trade and non-tracte issues, it docs not 
persuade public perception in the developed world. Ordinary 
people view trade as part of the totality of ongoing global 
integration. Genuine concern for tropical rainfoFe.sts, turtles 
and children in the developing countries is a product of such 
integration. Such concern will influence not only government 
policies in the developed countriesbut akso market preferences. 
If a civil society campaign against buying the produce of child 
labour takes oi^f in the developed world, it would reduce the 
market for such goods and there is little by way of redress that 
the exporting country can obtain either from the WTO or the 
developed world governments. The WTO can only prevent 
governments from making policy that links market acce.s.s to 
labour standards, it can do nothing to NGOs that convince 
buyers to boycott the produce of child labour. Developing 
countries have to see this as an eventuality on the horizon and 
take appropriate measures. 

As is only to be expected, vested interests take full advantage 
of such concern. Developed country trade union.s arc in the 
forefront of the demand for linking trade with labour standards. 
What drives them, of course, is not international .solidarity 
with workers in the developing countries but the desire to 
protect theirown jobs. It is not justunions that manipulate civil 
society concern for developing country children. The US 
administration, led by president Clinton, u.scd the Seattle 
summit to please indu,strial lobbies looking for protection as 
well as the labour constituency, by making labour standard.s 
the subject on which a new round of negotiation.s came 
unstuck. There can be little doubt that this was meant to help 
his vice-president A1 Gore’s presidential campaign. 

India went to Seattle with a detennination not to lo.se ground, 
to have a flexible approach and not to be trapped into rigid 
defence of third world principle while individual developing 
countries cut deals to their individual advantage. It did not 
have much of a positive agenda, apart from the implementation 
of the phase-out of textile and garment quotas and perhaps 
somethingon intellectual property. India andotherdcveloping 
countries could have tried to work out a common working 
position on anti-dumping duties, migration, subsidies and 
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patents, well in advance of the summit. 
But this did not happen. Even during the 
conference when sharp differences 
cropped up between Japan and the US 
over the use of anti-dumping duties, India 
failed to utilise the opportunity to rally 
opinion against anti-dumping duties. The 
lj.S is the most aggressive practitioner of 
this form of protectionism and India and 
other developing countries stand to gain 
by de-legi timising anti-dumping measures 
altogether. India neither had a preplanned 
positive agenda to work for nor took ad¬ 
vantage of the opportunities that presented 
themselves because of differences among 
the developed countries. India largely had 
a negative agenda to prevent the WTO 
from adopting linkages between trade and 
labour and between trade and environment. 
On this negative agenda, India can claim 
to have made some progress. 

Global integration is an ongoing process. 
There wilt be more negotiations and more 
summits, apart from the di.scu.s.sion on 
services and agriculture that will be taken 
up, in any case, for discussion at the WTO 
in the coming year. The time to prepare a 
national and an international strategy to 
take full advantage of these occasions is 
now. 

CRIME AND PUNISHMENT 

Crooked Prosecution, 
Helpless Judiciary 

THE extraordinary judgment delivered in 
Delhi recently by an additional sessions 
judge who acquitted an accused person 
while acknowledging at the same time that 
he had committed die crime, is a sad re¬ 
flection on both the investigating agencies 
and the judiciary. 

The accused, charged with murdering a 
woman law student of the Delhi Univer¬ 
sity, Priyadarshini Mattoo, in 19%, is the 
son of an inspector-general of police - a 
fact which has been highlighted by the 
judge in his judgment where he has ex- 
pre.s.scd the view that the influence of the 
father on the police led to deliberate in¬ 
action by the latter in building up a fool¬ 
proof case again.st the accu.sed. He made 
the wry observation that the rule of law 
did not seem to be applicable to the children 
of tho.se who enforced it. Indicating both 
the Delhi police and the CBI, the judge 
htis cited specific cases of cover-up against 
them, including non-recording of the 
evidence of key witnesses, ignoring cru¬ 
cial evidence, planting of false evidence 
to favour the accu.sed, lying under oath, 
influencing DNA experts to manipulate 
false evidence, and tampering with blood 
samples. The 4S0-page judgment reads 
more like a charge-sheet against the police 
and the CBI than against the accused in 


the case. Blaming them for deliberately 
botching up the case, at the end of the long 
document, he makes the astonishing state¬ 
ment: “Though I know he is the man who 
committed the crime, I acquit him, giving 
him the benefit of doubt’*. 

This is not the first time that judges have 
expressed their exa.speration with the 
shoddy way in which the police carry out 
investigations and build up the prosecu¬ 
tion ca.se - more often deliterately so that 
purposely built loopholes (like the ab¬ 
sence of crucial evidence, or failure to 
produce witnesses) would compel the 
judges to acquit the accused under the 
given sections of the CrPC. Incidentally, 
in most such cases of deliberate police 
inaction the accused are well-connected 
and come from elite families - like the 
accused in the Priyadarshini Mattoo case. 
In the still continuing case of the murder 
of Jessica Lai in a posh bar where the 
accused include sons of rich businessmen 
and politicians, the Delhi High Court 
judges trying the case (in their observa¬ 
tions during hearings on October 6) ex¬ 
pressed their unhappiness over the laxity 
shown by the police in allowing the 
washing of bloodstains at the scene of the 
crime - which could be crucial evidence. 
One can take up the fate of yet another 
.sensational case in Delhi in January 1999 
- the mowing down of six people, includ¬ 
ing three policemen by a BMW car - in 
which the accused is a grand.son of an ex¬ 
chief of the Navy. Witnes.scs to the event 
as well as survivors have started changing 
their depositions which is likely to help 
the accused, giving rise to the suspicion 
that they might be influenced by money 
power with the abetment of the police. We 
might soon see another acquittal brought 
about by ab.sence of vital evidence. 

llius, the judges instead of being able 
to exert their authority to sentence the 
guilty, are finding themselves sentenced 
to the role of helpless spectators, thanks 
to the culpable negligence of the investi¬ 
gating agencies and the well-orchestrated 
maladroitness of the prosecutors. But is 
the law really so imperfect that judges are 
forced to let off well-connected criminals 
merely on grounds of weak evidence, even 
when they theimelves are convinced of 
the guilt of the accused? Several legal 
experts commenting on the recent acquit¬ 
tal of the accused in the Priyadarshini 
Mattoo murder case have expressed the 
view that judges have all the powers to 
pull up the prosecuting agencies in the 
course of the trial and .summon witnesses 
under section 311 of the CrPC. It is up 
to the judges to take what action they 
choose in order to deliver justice, once 
they become sure of the guilt of the ac¬ 
cu.sed. The additional sessions judge in the 
Mattoo case has however defended his 


decision during the trial by stating that he 
could not act for fear of being labdled as 
playing the role of prosecution. But are 
such considerations valid in a situation 
where the prosecuting agencies theitiselves 
fail to carry out their legal duties? The 
judges can surely strive for investigative 
justice instead of remaining satisfied with 
a judicial decision that may be legally 
correct but ethically untenable. 

UTTAR PRADESH 

Reopened Battles 

WITH the exit of Kalyan Singh from the 
Bharatiya Janata Party(BJP) in Uttar 
Pradesh, ail eyes ate on the coming assem¬ 
bly session beginning early next month. 
The precariously perched BJP-led coali¬ 
tion government in the state will in all 
probability be made to prove its majority 
in the assembly. 

Having decided to challenge the BJP 
leadership, Kalyan Singh cannot bide time 
till the state assembly elections which are 
due only in October 2001. For Kalyan 
Singh, political expediency demands that 
he must strike when the iron is hot. He 
is unlikely to try to split the BJP legislature 
party, since securing the backing of 59 
MLAs (to escape the provisions of the 
anti-defection law) will be an uphill task 
for him at the moment. Instead, persuad¬ 
ing one of the two minor coalition partners 
to opt out of the BJP-ied government can 
reduce the government, which has a wafer- 
thin majority, to a minority. 

To escape this threat the BJP may seek 
the BSP’s support. If it succeeds in getting 
it, that would indeed be an ironic turn of 
events, as the defections engineered from 
the BSP by the then Kalyan Singh-Rajnath 
Singh leadership of the state BJP had 
helped the BJP government to stay afloat 
after the BSP’s withdrawal of support in 
October 1997. In any ca.se, such oppor¬ 
tunistic manoeuvres will only expose the 
BJP’s anxiety to cling to power in the state 
at any cost. 

Aware that the party will have to face 
the threat of destabilisation sooner or later, 
chief minister Ram Prakash Gupta has 
started taking steps to shore up the BJP’s 
electoral pro.spects. In a bid to isolate 
Kalyan Singh, those loyal to the former 
chief minister are being weeded out and 
the party unit in Aligarh, from where 
Kalyan Singh hails, has bwn dissolved. 
Kalyan Singh’s policies authorising 
panchayats to appoint village level school 
teachers and partially privatising power 
generation have been kept in abeyance so 
as to placate the agitated teachers’ and 
traders’ lobbies. IAS and 11% officials 
have been reshuffled and the floor price 
of sugarcane has been hiked to please 
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sections of the fanning community. Most 
inqMitantly. the recent visit of the chief 
minister to Ayodhya was intended to send 
the message that the Ramjanmabhoomi 
issue rentains alive on the state BJP’s 
agenda. Clearly, the BJP is not oblivious 
of the damage Kalyan Singh can do to the 
party, som^ing driven home in the Lok 
Sabha elections by the BJP’s rout in central 
^ andwestemUPandAtalBehariVajpayee’s 
sharply reduced victory margin in 
Lucknow. 

But Kalyan Singh cannot remain satis¬ 
fied with just being a spoiler, if he has to 
stay afloat as a state-level leader. Having 
been ousted from the BJP, he needs to 
create a distinct political platform. And 
that is not going to be easy. Though Kalyan 
Singh’s hope for a political future lies in 
the caste-polarised society of UP, his own 
ca.sie base is too narrow to provide acataly st 
for the formation of a broader social co^i- 
tion. Moreover, in a political milieu dense 
with parties with caste-based agendas, 
Kalyan Singh, popularly identifi^ with 
the Ayodhya movement, will have to 
^ struggle to recast himself as a backward 
caste leader. Laloo Prasad Yadav, about 
to face assembly elections in Bihar, has 
visibly warmed up Kalyan Singh, obvi¬ 
ously because their social bases do not 
clash. Yet it is the political equation bet¬ 
ween Mulayam Singh Yadav and Kalyan 
Singh, still unclear, which is of greater 
significance as the two share the same 
political turf. All the same, Kalyan Singh’s 
expulsion from the BJP has reopened the 
buttle for the allegiance of the backward 
castes in the UP-Bihar belt, with simul¬ 
taneous signs of the Mandal-Mandir con¬ 
frontation getting reignited. 

WTO 

Battle of Seattle 

James Petros writes: 

THE international protest of over one 
hundred thousand people against the World 
Trade Organisation (WTO) meeting in 
Seattle (November 29-December 3) is the 
first major defeat of the multinational 
corporations’ attempt to rule the world via 
the WTO. The Clinton administration and 
his neo-liberal allies hoped to start a new 
round of trade liberalisation - pressunng 
third world countries to accept US domi¬ 
nance of their markets. The popular rebel¬ 
lion in the streets closed down the inau¬ 
gural session andencouraged dissent inside 
the meetings. The result: no new round of 
■trade m«:tings was resolved; no new 
i agenda was set. No new agreements 
opening markets for big agro-business and 
telecommunicationscorporations. Besides 
defeatingtheClintonSeattle ‘trade round’, 
the mass protest expressed a new level of 


internationalism; over 125 trade union 
delegates participated, environmentalists 
from die five continents and human rights 
activists from around the world joined 
together in unprecedented solidarity. 

More than anything else, this interna¬ 
tional coalition put a fundamental ques¬ 
tion before the world public: who rules 
the world - the multinational coiporations 
or the people? The tens of thousands of 
demonstrators educated millions of people 
around the world about the elitist, secre¬ 
tive nature of the WTO and presented an 
alternative: popular democracy. Through¬ 
out the five days, hundreds of meetings 
and debates took place among the protest¬ 
ers, tens of thousands of leaflets were 
distributed, television and radio interviews 
were aired. For the first time, tens of mil¬ 
lions of people learned about the WTO 
and how it undermined national sover¬ 
eignty and democracy. The US govern¬ 
ment’s brutal response to the overwhelm¬ 
ingly peaceful protest - the use of pla.stic 
and rubber bullets, the use of concussion 
grenades, the mass jailing - revealed the 
authoritarian and repressive nature under¬ 
neath the ‘democratic facade’. On the day 
when the street parliaments of the people 
in the tens of thousands raised fundamen¬ 
tal socio-economic issues outside of the 
established conformist political parties, 
the US government acted in the same 
manner as its dictatorial clients in the third 
world - jailing hundreds, attacking thou¬ 
sands and militarily occupying the city. 
The myth that ‘globalisation’ is the only 
doctrine was shattered: the popular move¬ 
ments presented a plethora of alternatives. 
More significantly, the failure of the WTO 
and the internal divisions that the ‘out¬ 
side’ protesters encouraged demonstrated 
that mass action can win - even if it is 
only for a week. The ‘Battle of Seattle’ 
revealed an alternative way of making 
politics, counterposing the street parlia¬ 
ment of the people against the formal cor¬ 
porate controlled parliaments of the elites. 

Equally important, the popular mobilis¬ 
ation radicalised the trade union move¬ 
ment. During the protest days, the long¬ 
shoremen closed down all of the major 
ports on the Pacific coa.st - from Seattle 
to San Francisco to Los Angeles. The head 
of the longshoremen’s union, in his ad¬ 
dress to 40,000 workers, stated, “There 
will be no business as usual to^y, [we 
are] demonstrating to the corporate (^EOs 
[chief executive officers] that the global 
economy will not run without the con.sent 
of the workers everywhere...The interests 
of the working people transcend interna¬ 
tional boundaries.’’ The spirit of interna¬ 
tional labour solidarity was repeated by a 
leader from South Africa, “Freedom is 
under a new threat today, the threat of 
corporate grecd...a new form of terrorism 


led by the WTO, a new form of colonial¬ 
ism led by globali8Btion...rnwy are] at¬ 
tempting to throw a new wedge between 
workers of the developed and workers of 
the developing countries. Today we want 
to tell them that their endeavours are not 
going to succeed.” 

Inside the WTO the protest found echo 
among some of the African and Latin 
American delegates who denounced the 
fact that they were not consulted by the 
US and European trade ministries. Others 
complained because the US. European 
and Japanese delegates dominated all the 
commissions. Some French delegates 
opposed to big US agro-business and 
genetically manipulated beef expres.sed 
satisfaction over the protest. 

In other words, the mass protest outside 
the WTO encouraged dissent and oppo¬ 
sition inside the WTO, leading to the final 
fiasco. The allegedly ‘unstoppable force 
of globalisation’ hit the immovable object 
called popular democracy and the people, 
won, at least temporarily. In chagrin and 
embarrassment, US trade representative 
Charlene Barshefsky attempting to put the 
bc.st face on defeat stated, “It would be 
best to take a time out, consult with one 
another and find a creative means to finish 
the job”. By ‘creative’ she meant using 
economic pressure; by ’consulting’ she 
meant secret meetings in Geneva between 
leaders of Europe and the US - all behind 
the backs of the people. 

But it will not be so easy, international 
networks of solidarity and co-ordination 
were established between trade unions, 
cnvironmentalisu and other activists. The 
new .spirit of internationalism was cap¬ 
tured by thousands of Philippine, Korean 
and other Asian communities joining with 
US trade unionists and students, singing 
‘The Internationale’ in three languages, 
marching through the gas-filled air of 
downtown Seattle while the National 
Guard and police formed an anned cor¬ 
don, so that Clinton could utter his empty 
platitudes about the virtues of globalis¬ 
ation. Outside the demonstrators chanted, 
“Whose world? Our world! Whose streets? 
Our streets.” Clinton’s attempt to co-opt 
.some of the popular demands on labour 
rights and environmental regulations fell 
on the deaf ears of the US demonstrators 
fully cognisant of a decade of false proin- 
i.scs and alienated third world dclcgatc.s 
who saw it as another ‘humanitarian 
gesture’ designed toextend U.S hegemony. 
The ‘Battle of Seattle’ wa.s a significant 
reawakening of the American people. 
Today many more millions of people know 
about the WTO and its elitist character. 
Hopefully, theexampleofdetiKicracy from 
below is the beginning of a new interna¬ 
tionalism that can create a mure demo¬ 
cratic and just world order. 
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CURRENT STATISTICS £FW Research Foundation 


While public drpraih comliiuie a linie over 60 per cent of foreign banks' iMal liabUiliea compred with over 80 per cent for domestic banks, (here la no such difference 
in the conipimiiun ot assets, about 34-35 per cent of total assets constitute investments and 39-40 per cent loans and advances for both categories of banks. Foreign 
banks have si/eable borrowings 120 per cent of liabilities against 2 per cent for domestic banks), while the State Bank group enjoys large float funds as 'other liabililies' 
fl5-16 (icr cent against 6-7 per cent for other categories of banks). 


Macroeconomic Indicators 


Index Numbers of Wliole-saie 
(1981-82 = 100) 


All Cominodilies 
Pniiiary Articles 
f^xl Articles 
Non-Food Articles 
Fuel, Power, Light and Lubricants 
Manufuctuicil l^ixlucts 
Fixxi Pioducts 
I'oud Index (computed) 

All Commiiditics (weekly average ba.sis) 
(April .3-Nov 27, 19<)9) 


Cost of Living Indices 


Industrial Workers (I9H2=UX)) 

(j'lbaii Non-Man Enip (1984-85=100) 

Agri Lab (1986-87=100) (Link factor 5.89) 


Muncy and Banking (Ks crorc) 


Variation (Per Cent): Point-to-Point 


Weights 

Nov 27. 
1999 

Over 

Month 

Over 12 Months Fiscal Year So Far 
Latest Previous 1999-2000 1998-99 

1998-99 

1997-98 

1996-97 

1995-96 

100.00 

366.9 

- 0.8 

2.5 

7.7 

3.8 

6.2 

4.8 

5.3 

6.9 

5.0 

32.30 

393.0 

-2.3 

-0.5 

16.3 

4.8 

13.5 

7.8 

5.5 

7.0 

5.4 

17.39 

463.7 

-3.1 

0.2 

19.6 

7.1 

17.7 

10.1 

4.0 

9.6 

9.8 

10.08 

374.1 

- 1.0 

-4.1 

14.6 

- 1.0 

9.4 

6.1 

8.5 

3.5 

-1.9 

10.66 

437.4 

0.1 

14.5 

1.2 

12.0 

-0.5 

1.7 

11.4 

16.9 

3.7 

57.04 

3.W.0 

0.0 

1.9 

4.0 

1.4 

3.3 

3.7 

4.0 

4.9 

5.0 

10.14 

346.9 

- 0.8 

1.0 

7.1 

1.4 

5.5 

5.0 

5.5 

14.1 

-0.7 

27.53 

420.7 

-2.4 

0.4 

15.5 

5.3 

13.7 

8.4 

4.5 

11.1 

6.3 

100 0(1 

.361.8 

0.6 

3.7 

6.8 

3.0 

7.7 

6.9 

4.8 

6.4 

7.8 


lailcst 
Month Over 
Muiitii 


Over 12 Mont 


Variation (Pe r Cent): Point-to-Poim _ 

1998-99 1997-98 19%-97 1995-% 1994-95 



1998-9*1 

10 5 

8.9 

8.3 

11.2 

9.0 

7.2 

9.2 

8.8 

3.8 



Money Supply (Mi) 

C'uiTcncy with Public 
Deposit with Banks 
Net Rank Ciedil to Guvt 
Bank Credit to Comml .Scchir 
Net Futeign Exchange Assets 
Reserve Money (Nov 26) 

Net RRI Credit to Centre $ 

RBI Credit to Hks/Comni .Sector 
Scheduled Commercial Ranks (Nov 26) 
Deposits 
Advances 

Non-Fixxl Advsuiccs 
investinenhi (for SLR puiposes) 
Coinnien;ial Investments and 
btlls rediscounted witli FIs 


Nov 19. 
1999 


I06.3085(a> 
190325 
869468«>' 
434056 
520856 
1864.39 
26.3499 
148786 
248.55 

774183W 
395982 
372458 
2W867 


Over Month Over Year 


858(80.8) 148048(16.2) 
7209(3.9) 31338(19.7) 
1099(0.1) 117019(15.6) 
18.54(0.4) 54621(15.4) 


_ V ariation __ 

_ Fisca l Year S o Far_ 

I99*)-200(‘) 1998-99 


18.54(0.4) 

1848(0.4) 

4043(2.2) 

-4491(-1.7) 

-6203(-4.0) 

-I605(-6.I) 


72005(16.0) 

31098(20.0) 

23477(9.8) 

2330(1.6) 

5125(26.0) 


1815(0.2) 101192(15.0) 
4072(1.0) 58562(17.4) 
2711(0.7) 51765(16.1) 
7860(2.7) 48442(19.3) 


90880(9.3) 

2094.3(12.4) 

70467(8.8) 

46905(12.1) 

30493(6.2) 

9661(5.5) 

4128(1.6) 

3370(2.3) 

-63.3(~2..5) 

60157(8.4) 

27145(7.4) 

20437(5.8) 

45272(17.8) 


93705(11.4) 150872(18.4) 119483(17.0) 97841(16.2) 
1.3408(9.2) 2.3804(16,4) 1.3492(10.2) 13829(11.7) 


80236(11.9) 126788(18.9) 105647(18.6) 
48838(14.8) 56554(17.1) 4197a(14..5) 
15541(3.6) .57054(13.2) 57003(1.5.1) 
17246(12.5) 26268(19.0) .32598(30.9) 
26417(13.2) 
12915(10.7) 


1.3620(6.0) 32969(14.6) 
I284(K9.6) 11801(8.8) 


84162(17.5) 

30840(12.0) 

31659(9.2) 

23356(28.4) 

5.527(2.8) 

1934(1.6) 


4448(29.1) 10206(66.8) 2029(15.3)-15.557(-.54.0) 

74506(12.4) 115540(19.3) 92886(18.4) 71780(16.5) 
13341(4.1) 44759(13.8) 45676(16.4) 24387(9.6) 


9100(2.6) 

.32720(15.0) 


40427(1.3.0) 

.35890(16.4) 


40790(15.1) 2658000.9) 
28192(14.8) 2.57.31(15.6) 


bills rediscounted with FIs 5.5993 —154( 0.3) 134(M(31.5) 7334(15.1) I0576(.33.0) 16645(52.0) 12472(63.1) 4168(27.1) 

kf Includes Rs 17,945 emre on account of pnKccds from RIBs .since Augu.v( 28,1998; excluding them (he yrar-un-ycar ami (he 1998-99 Hscal year growth of money supply 
would he 16.5 percent and 162 per cent, icspectiveiy. Likewise, bank deposits wilhixit RIBs grew by IS 4 percent and 163 percent, mspectivciy. $ after ckisuic of goYemmem auxunts. 


7334(15.1) 10576(33.0) 16645(52.0) 12472(63.1) 4168(27.1) 


Index Numbers of Indu-striul 


ProducUon (1993-94=100) 

Weights 

1 * 1 *)*) 

1999-2(XX) 

General Index 

I00.(X) 

145 6 

146.5(6,*)) 

Mining ami Quarrying 

10.47 

117 9 

116.1(0.2) 

MunuTactuting 

79.36 

149.7 

1.50.6(7.5) 

Electricity 

10,17 

142.6 

146.1(8.1) 


Fi,scul Year So Far 
9-20(X) 1998-99 


46.5(6,9) 1.37.1(3.4) 

16.1(0.21 ll5.9(-0.4) 

50.6(7.5) 140.1(3.5) 

46.1(8.1) 135.2(6.3) 


Full Fiscal Year Averages 
7M 1^6-9t 1995-96 


143 1(4 0) 
120.3(-1.8) 
146.7(4.4) 
138.4(6.4) 


137.6(6,6) 

122.4(5.9) 

140.6(6.7) 

130.0(6.6) 


129.0(5.5) 
115.6(-2.0) 
131.8(6.7) 
121.9(3 9) 


122.3(12.8) 

117.9(9.6) 

123.503.8) 

117.3(8.1) 


108.4(8.4) 

107.6(7.6) 

1083(8.5) 

108.5(8.5) 


Capital Market 



Foreign Yrade October _ Fiscal Year So Far _ _ Full Fiscal Year 

lO'JO 1*199-2000 {998-99 i 998-99 1997-94 1996-97 1995^ 


_ Full Fiscal Year 

1998-99 1997-94 


Exports: Rscrore 13708 896970 2.1) 7998100.5) 141604(8.8) 130101(9.5) 118817(11.7) 106353(28.6) 

US Sum 3155 20761(8.5) 19133(-4.9) 33659(-3.9) 35006(4.6) 33470(5.3) 31797(20.8) 

Imports: Rs croie 16939 114746(10.6) 103779(25.0) 176099(14.2) 154176(11.0) 1389200 3.2) 122678(36.3) 

USSmn 3898 26559(6.8) 24860(7.7) 41858(0.9) 41484(6.0) 391.32(6.7) 36678(28.0) 

Non-POLUS$mn .3082 21279(-0.5) 21382(16.4) 35425(6.3) 33321(14.5) 29096(-0.2) 29152(28.3) 

Balance of Trade: Rscrore -3231 -25048 -23798 -34495 -24076 -20103 -16325 

USSmn ■»44 -5798 -5727 -8199 -6478 -5663 -4881 


Rscrore 
US $ mn 


(i) Superscript numeral denotes month to which tigure relates, e g, superscript 10 stands for October; (ii) Figures in brackets are peicemage variations over the specified 
ot over the comparable period of the previous year 


-3231 -25048 

■'44 -5798 


21382(16.4) 

-23798 

-5727 


141604(8.8) 

33659(-3.9) 

176099(14.2) 

41858(0.9) 

35425(6.3) 

-34495 

-8199 


Dec 3. Dec 4. March 31. 

Foreign Exchange 1999 19911 (999 

Reserves (excluding gold) 




) 130101(9.5) 

) 35006(4.6) 

) 154176(11.0) 

) 41484(6.0) 

) 33321(14.5) 

-24076 
-6478 


Variation Over 


118817(11.7) 

33470(5.3) 

138920(13.2) 

391.32(6.7) 

29096(-0.2) 

-20103 

-5663 


1995 ^ 


106353(28.6) 

31797(20.8) 

122678(36.3) 

36678(28.0) 

29152(28.3) 

-16325 

-4881 




1999-2000 1998-99 


35626 

It 

.326-> 125446 .3048 22364 I0I80 10751 22935 22137 21649 

31250 

2 

6642 2*)S30 723 4608 1720 666 3554 3607 5243 
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COMPANIES 
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INIX) GULF CORPORATION 

Success in Copper 

INDOGULFCORPORATION.an Aditya 
Birla gn.)up company, saw its turnover 
more than double in 1998-99, following 
the commissioning of its copper smelter. 
Though operating profit improved by 
56.! per cent over the previous year, a 
sharp increase in interest (up 466.7 per 
cent) and depreciation (higher by 77 per 
cent) led to a somewhat subdued rise in 
the company's bottom line (up 16.2 per 
cent). 

With earnings per share rising from 
Rs 6.9 to Rs 7.5, the company raised the 
dividend rate from 20 per cent last year 
to 22 per cent. Its .stock presently quotes 
at around Rs 71 on the bourses, 
discounting its 1998-99 earnings by 9.5 
times. 

Apart fnnn its age-old fertiliser business, 
Indo Gulf’s entry into the copper 
business is yielding dividends and the 
company expects to notch up a turnover 
of over Rs 3,(X)0 crore by the year 2001- 
2002, with the copper division likely to 
contribute Rs 2,()00 crore. In fact, in 
1998-99, the copper business revenue 
contribution moved up from 2 per cent to 
50 per cent, while the contribution of urea 
business came down from 82 per cent to 
40 per cent. The company's decision to 
expand its range from a one-product 
oriented company to other areas was 
influenced by the large domestic demand- 
supply gap, high entfy barriers in the copper 
industry and potential for gainful utilisation 
of sulphuric acid, a by-product. The 
smelter, which boasts of world class 
technology, lower production cost and 
consistent quality, was completed in a 
record time of 28 months, without any 
cost over-runs despite the rupee declining 
sharply during the implementation of 
the project. Financed through preference 
share,s and fully convcrtiblc/non- 
convcrtible debentures, the finished 
products of the smelter, namely, CC rtxis 
and cathodes, have reportedly been well 
received in its key markets, such as the 
electrical, telecom, power and trans¬ 
portation industries. The company claims 
to have captured a market share of 40 per 
cent already. 

Indo Gulf Corporation is now planning 
to set up a four lakh tonnes per annum di- 
ammonium phosphate (DAP) plant at its 


copper smelter complex in DaheJ, Gujarat. 
The move will further extend its value 
chain. The company already converts 
sulphuric acid, a by-pioduCt of its smelter, 
into phosphoric acid. By converting 
phosphoric acid into DAP, the company 
expects to register improved revenues and 
higher profitability. 

Meanwhile for the first three months of 
the current year, the company posted a 
56.1 per cent rise in turnover as compared 
to the corresponding period last year, 
with the copper smelter doubling its 
sales to Rs .3()0.1 crore from Rs 147 crore 
in the same period. Though there was a 
sharp increase in interest outgo on the 
copper smelter (up 322 per cent), the 
company managed a 14.7 per cent 
increase in its bottom line during the 
first quarter. 

In a bid to cut its debt burden, Indo Gulf 
Corporation now plans to sell off its captive 
jetty at Dahej for Rs 354 crore. It is already 
finalising a deal with the French company 
Aegis. The sale is being structured through 
a special purpose vehicle (SPV) and will 
bring the company’s debt down to almost 
zero. 

FINOLEX CABLES 

Quality Advantage 

Finolex Cables, the flagship company of 
the Finolex group, is one of the bigger 
private .sector power cable manufacturing 
companies in the country. Based in I^ine, 
the company manufactures al most all types 
of cables for die telecom, power, auto¬ 
mobile and construction sectors. It is a 
major player in the electrical power cable 
and telecom industry, manufacturing a 
wide range of cables such as jelly-filled 
telephone cables, fibre optic cables, light- 
duty cables and heavy duty cables, in 
addition to making PVC sheets and copper 
rods. 

After witnessing a declining turnover 
over the last couple of years, Finolex 
Cables finally managed to stem the 
downward trend in 1998-99. Moreover, 
while net sales remained constant over the 
previous year, the company’s operating 
profit improved by 3.2 per cent. A fall in 
interest (down 34 percent) and depreciation 
(lower by 33.4 per cent) charges helped 
the company post a 27.6 per cent ri.se in 
i^ bottom line line. Encouraged by its 
performance, the company raised the 


dividend rate firom 60 per cent last year 
to 70 per cent. 

The company claims that the Increase 
in profits despite the stagnant turnover 
was mainly achieved through tight control 
on costs and overall improvement in 
efficiency of operations. This directly 
resulted in reduced interest and depre¬ 
ciation burdens. Encouraged by its success, 
Finolex has issued bonus shares in the 
ratio of one equity share for every share 
held. The company had earlier declared 
a similar bonus issue in 1994. Its stock 
pre.sentiy quotes at around Rs 250 on the 
bourses, discounting its 1998-99 earnings 
by 7.5 times. 

Significantly, there was no increase in 
sale in value terms despite a 20 per cent 
increase in sale in volume terms. This was 
due to lower reali.sations linked to lower 
copper prices and a reduction in excise 
duty over the last two financial years. 
Finolex Cables’ subdued performance over 
the recent past was no exception. In fact 
all power cable manufacturing companies 
are suffering due to a demand recession. 
The crisis in thecountry’spower generation 
sector has affected the power cable manu¬ 
facturing .sector drastically. 

Meanwhile, in the first quarter of 1999- 
2(X)0 the company has notched up a 70 
per cent growth in total income and a 
phenomenal 246 per cent increase in net 
profit over the corresponding period last 
year. Finolex Cables’ improved per¬ 
formance is largely due toa sharp recovery 
in the jelly-filled telecom cables segment 
and its strong market position in the power 
cables sector. Finolex enjoys an advantage 
over other players in the non-government 
orders segment because of its superior 
product quality which commands a 
premium. 

GUJARAT HEAVY CHEMICALS 

Diversification Proposals 

Gujarat Heavy Chemicals (GHCL) is 
the largest soda ash producer in the 
country after Tata Chemicals, and 
commands a dome.stic market share of 26 
per cent. Weak prices due to excess 
capacity and cheaper imports have put 
soda ash manufacturers in a quandry 
over the past couple of years. In order to 
overcome trying times, GHCL came up 
with the strategy of increasing its capacity 
for captive sourcing of salt by adding 
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The Week*! Conpaiiki 


(Ks IM) 


Financial Indicaton 


IndoGalf 
Corpoiytlon 
March March 
1999 1998 


Finolex 
Cahl aa 
March 


1999 


March 

1998 


Giijarai Heavy 
Chemical 
March March 
1999 1998 


Incomc/appropriatloiia 

1 Net sales 14S086 

2 Value of produetkm 147490 

3 Other Income 4411 

4 Total income IS 1901 

5 Raw materlals/stores and 

spares consumed 81574 

6 Other manufacturing expenses 26125 

7 Remuneration to employees 3178 

S Other expenses 8742 

9 Operating profit 32282 

10 Interest 7361 

11 Gmss profit 25336 

12 Depreciation 6986 

13 Pnfil before tax 18350 

14 Tax provision 1950 

\5 Profit after tax 16400 

16 Dividends 5998 

17 Retained profit 10402 

Liabilities/assets 

18 Paid-up capital 30610 

19 Reserves and surplus 107303 

20 Long-term loans 118792 

21 Short-term loans 19638 

22 Of which bank borrowings 19638 

23 Gross fixed assets 2S0S36 

24 Accumulated depreciation 49278 

25 Inventories 31736 

26 Total asscts/liabilitics 296232 

Miscellaneous Items 

27 Excise duty 10833 

28 Gross value added 32775 

29 Total foreign exchange income 8257 

30 Total foreign exchange outgo 99576 

Key financial and performance ratios 

31 Turnover ratio 

(sales to total assets) (4t) 48.98 

32 Sales to total net assets (%) 52.50 

33 Gross value added to 

gross fixed assets (%) 13.08 

34 Return on investment 

(gmss pront to total assets) (%) 8.55 

35 Gmss profit to sales 

(gross margin) (%) 17.46 

3b Operating profit to sales (%) 22.25 

37 Profit before tax to sales (%) 12.65 

38 Tax provision to 

profit before tax (%) 10.63 

39 I^fit after tax to net worth 

(return on equity) (%) 11.89 

40 Dividend (%} 22.00 

41 Earning per share (Rs) 7.47 

42 Book value per share (Rs) 62.06 

43 P/E ratio 9.51 

44 Debt-equity ratio 

(adjusted for revaluation) (%) 86.14 

45 Short-term bank borrowings 

to inventories (%) 61.88 

46 Sundry creditors to 

sundry debtors (%) 52.38 

47 Total remuneration to employees 

to value added (%) 9.70 

48 Total remuneration to employees 

to value of production (%) 2.15 

49 Gross fixed assets formation (%) 13.05 

50 Growth in inventories (%) 35.96 
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49.15 
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26.28 

56.20 

53.06 

85.05 

80.18 

9.34 

69.43 

69.26 

22.31 

22.66 

7.64 

12.16 

in.42 

14.61 

16.03 

31.10 

24.75 

21.77 

20.04 

23.70 

32.62 

28.64 

27.86 

27.51 

33.07 

24.88 

22.46 

18.33 

13.55 

15.60 

10.46 

27.90 

30.46 

10.21 

11.88 

12.01 

10.90 

9.33 

16.96 

18.26 

20.00 

70.00 

60.00 

20.00 

20.00 

6.85 

34.36 

26.94 

4.49 

4.42 

57.02 

315.20 

288.61 

26.45 

24.18 

NA 

7.28 

NA 
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NA 
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14.72 

3.39 

4.09 

3.20 

5.16 

4.72 

33.38 

10.08 

-2.54 

12.33 

10.11 

262.74 

67.04 

-42.47 

-24.32 

97.47 


more salt works, thus towering its 
costs. 

In 1998-99, the company witnessed 
mixed performance. While net sales im¬ 
proved by 14.8 per cent over the previous 
year, operating profit declined by 4.6 per 
cent. However, a lower non-operaitng loss 
and lower depreciation provision (tower 
by 8.1 per cent) helped the company post 
a 1.6 per cent increase in its bottom line 
during the year under review. 

The cost of .salt was higher during the 
year due to the impact of a cyclone, resulting 
in lower production of salt by the industry 
U.S a whole. For GHCL, the full benefit of 
its debottlenecking programme of sixla 
ash resulted in higher production of soda 
a.sh. In order to cut costs, the company ha.s 
now set up a 4.2 MW turbine for recovery 
of waste steam to generate power. This 
move is expected to result in considerable 
saving in the cost of power in the coming 
years. 

Meanwhile, with the rationalising of Uie 
domestic selling price of soda ash coupled 
with the import price matching diiKiount, 
margins are expected to come under lesser 
pressure in the industry in the current year. 

The company had earlier announced 
its plans to diversify its product portfolio 
and with this in view, it acquired two salt 
refinery plants from DCW Home 
Products. The two plants situated at 
Thiruporur (Chennai) and Palghar 
(Mahai ashtra), have a pnxluction capacity 
of one lakh tonnes each per annum. Besides 
the direct sales of industrial salts manu¬ 
factured, the refined salt manufactured 
at these two plants will be sold to national 
and regional brands. The refinery punt at 
Chennai has its own captive salt manu- 
fiKturing facility. The units were acquired 
in February 1999 and the full impact of 
their operations will he visible in 1999- 
2000. 

The company is also considering other 
diversification proposals including 
investment in export-oriented textile 
business. The company's equity share 
presently quotes at around Rs 13 on the 
bourses, discounting its 1998-99 earnings 
by a mere 2.9 times. 
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MONEY MARKET REVIEW 


EPW Research Foondathm 


Liquidity Gobbled Up by Government 
and Market Capitalisation 

The financial system, already experiencing a surfeit of liquidity, is 
poised for further liquidity augmentation in the rest of the financial 
year. The demand for bank credit by the real sectors, however, has 
been moderate and the funds mobilised by the financial system are 
being gobbled up by the government and by the galloping 
capitalisation of select equity scrips. 


I 

Liquidity Undercurrents 

THE operations of the financial system arc 
now characterised by a surfeit of liquidity 
and they are further poised for liquidity 
augmentation in the coming months of the 
current fiscal year. Much the larger part 
of the present and prospective liquidity is 
policy induced following a scries of liqui¬ 
dity enhancing steps taken by the RBI, 
thus keeping the banking and monetary 
system in readiness to serve both the 
expected demands for additional funds by 
the government and the possible recovery 
in thcdi.sbursementof non-food bank credit 
fur the commercial sectors. For the pre.scnt. 
funds mobilised by the financial system 
arc being gobbled up, at any rate at first 
remove, by two outlets: the government 
and the galloping capitali.sation of select 
equity scrips.The demand for bank credit 
by the real .sectors has remained moderate. 

Dc|X)sit growth with the banking system 
has been slack this year as a result of the 
competition offered by mutual funds which 
received an exceptionally large fiscal boost 
in the la.st central budget. First, income 
received from the Unit Tru.st of India (UTI) 
and other mutual funds is fully exempt 
from income tax and second, the US-^ 
scheme as also all open-ended equity- 
oriented schemes (SO percent investment 
in equity) of UTI and the mutual funds arc 
exempt from dividend tax for three years. 

Growth of aggregate deposits with 
scheduled commercial banks has slack¬ 
ened from 9.5 per cent in 1988-89 (April- 
November 26) to 8.6 per cent in 1999- 
2(XK) (April-November 25), or from 18.6 
per cent to 15.4 per cent on the past 12- 
month basis. At the same time, mutual 
funds including the UTI have mobilised 
a gross amount of Rs 29,858 crore in the 
first eight months (April-November) of 
the current financial year as against 
Rs 14,288 crore in the corresponding 


period last year. After adjustments for 
repurcha.scs and redemptions, the net 
mobilisation by the mutual funds this year 
so far has aggregated Rs 11,131 crore in 
contrast to a net outflow of Rs 950 crore 
in the entire financial year 1998-99. 

While full information is not available 
regarding the deployment of resouiees by 
the mutual funds, it is obvious that due 
to thcirfocus on equity-based investments 
and due to the persistent sluggishness in 
the primary market, a substantial part of 
their frciih funds would have been ab¬ 
sorbed by the rapid increases in the prices 
of equities. BSE .sensex has risen by 68 
per cent, while BSE- 1(X)/2(X) have risen 
by 84 per cent each in the past one year; 
Nifty has risen by 74 per cent. On the other 
hand, fresh capital issues by non-govern¬ 
ment public limited companies have ag¬ 
gregated only Rs 1,408 crore during April- 
August 1999 as against Rs 3,095 crore 
during April-August 1998. Government 
company i.ssues have remained negligible. 

As for banks, slackness in deposit growth 
has liccn more than compensated by a 
number of steps taken by the RBI in the 
recent period to augment liquidity. Reduc¬ 
tions in CRR to the extent of over Rs 8,000 
crore, flexibility granted in the treatment 
of cash-in-vault for CRR purpo.se.s (about 
Rs 4,500 crore) for two months December 
I to January 31, 2000 for any unantici¬ 
pated demand that may arise from the Y2K 
pmblem. special liquidity support fw the 
same period and for the same purpose to 
the extent of the excess holdings of gov¬ 
ernment securities, extension granted to 
non-bank entities to continue to lend in 
the call money market up to the end of 
June 2000, and permission given to public 
sector undertakings (PSUs) to lend in the 
call money market - all of these are sure 
to provide substantial liquidity backing to 
the banking .system in the period ahead. 

At the same time, bank credit use by 
commercial sectors has remained moder¬ 


ate. RBI data no doubt show that non-food 
credit has expanded by Rs 20,437 crore 
so far this fiscal year as against only 
Rs 9,100 crore last year, but first, of this 
year’s expansion, as much as Rs 11,885 
crore - much more than last year - oc¬ 
curred during September-October on the 
eve of the half-yearly closing of accounts 
by banks due to interest crediting into cash 
credit accounts; and second, banks’ net 
investment in commercial bonds, etc, this 
year has been much lower (Rs 7,323 crore) 
than last year(Rs 10,576cro!e). Asa result, 
the excess liquidity has again been ab¬ 
sorbed by banks' investments in govern¬ 
ment and other approved securities; such 
absorption has been as much as Rs 45,272 
crore so far this year as against Rs 32,720 
crore in the corresponding period last year. 

There is yet another glaring source of 
potential liquidity. The increase in cur¬ 
rency with the public during the past 12 
months ending November 19 has been* 
phenomenally high at Rs 31,338 crore 
(19.7 percent) as against an expansion of 
Rs 14,575 crore (or 10.1 per cent) in the 
corresponding period last year. This has 
happened despite a deceleration in Mj 
growth (contributed by a slow down in 
time deposit growth). The bulge in cur¬ 
rency expansion has not been due to any 
acceleration in RBI credit to government 
or any higher level of foreign exchange 
accruals to the RBI this year. As a result 
of the RBI’s open market operations, 
increase in net central bank credit to the 
government has dwindled to Rs 5,518 
crore during the past 12 months from 
Rs 32,139 crore during the previous 12- 
month period. In rupee terms, the net 
foreign exchange assets of the banking 
sector have increased by Rs 31,098 crore 
during the recent peri^ as against the 
increa.se of Rs 39,974 crore earlier. 

Instead, it is found that there has been 
a sharp turnaround in the RBI’s net non- 
monetaty liabilities, the bulk of which 
represent the central bank's profit and 
reserve accounts; the latter may have got 
depleted during the past one year as a 
result of open market operations and such 
other activities. Reduced expansion in net 
non-monetary liabilities, other things being 
equal, has an expansionary influence on 
money supply, particularly cunency. Net 
non-monetary liabilities of the RBI have 
increased only by Rs 9,669 crore during 
the past 12 months as against a rise of 
Rs 19,406 crore in the previous 12-month 
period. On the other hand, banks have 
sustained their net non-monetary liabili- 
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Oraph A: Daily Toi>-End Quotations of Call 
Money Rates, November 1999 



ties, because they would have benefited 
from the RBI’s open market operations, 
amongst other things. 

II 

Call Money and Forex Markets 

Following the current and prospective 
i:ituation of abundant liquidity, interest 
rates in the call money market remained 
a little over 8 per cent, despite a spate of 
holidays in the Hnst reporting fortnight 
(Table 1). From a level of about 9-10 per 
cent prevailing in the last week of October, 
the CRR cut pushed the rates down to 
about 8.25 per cent in the first week of 
November. That is, a Ihtlc over the RBI’s 
normal refinance rate or the Bank rate (8 
per cent). Again, except for one day on 
November 12 when the call rates shot up 
to 8,50 per cent on account of the 15-year 
security i.ssue, the second week also saw 
the rates ruling within a range of 8-8.25 
(Tcr cent. The situation became easier still 
in the next two weeks, with the reporting 
Friday on November 19 experiencing a 
low rate of 7.75 percent (Graph A). Thus, 
for the first time since last year, the call 
rates came down below 8 per cent and 
even touched 5 per cent on the latest 
reporting Friday on December 3. The 
steadiness in the call rates is reflected in 
the unusually low coefficient of variation 
for the four weeks of the month (5,7 per 


Graph B: Spot Quotations for the US Dollar 
IN THE Domestic Inter-Bank Market - 
NovemrerI999 



cent against 33.4 per cent in October) 
(Table 2). 

In the domestic forex market too, the 
rupee rate remained range-bound at 
Rs 43.35/45 toallSdollar during Novem¬ 
ber (Graph B). Buoyancy in forex inflows 
through FDI and Fll funds brought in a 
steady flow of dollars, while demand for 
dollars was weak. The RBI had to pur¬ 
chase a total of $ 459 million of foreign 
currency assets during the month up to 
November 26 .so as to prevent the rupee 
from appreciating. The repetitive RBI 
intervention gave the impression that the 
central bank did not seem to be allowing 
the rupee to appreciate beyond the Rs 43.35 
level. In the environment of abundant 
liquidity and .stable spot rupee, forward 
premia for the dollar have generally edged 
downwards (Graph C). Also, with the 
expectations of a tight range for the rupee 
for the next few months, there has been 
complete lack of corporate interest in the 
forward market; importers have not been 


covering their forward exposures, paitictt- 
larly for the near periods and exporters 
have been selling dollars in the spot market 
The six-month forward premium for the 
US dollar has again dipped below 5 per 
cent and remained so almost throughout 
the month. 

ni 

Primary Market 

Dated Securities 

With the inflow of Rs 4,500 crore on 
November 6 due to the first half-a-per- 
centage point cut in the CRR (Table 3), 
the RBI as expected announced the auc¬ 
tion of a government paper. The auction 
of 15-year paper for Rs 3,500 crore was 
held on November 11. The RBT received 
234 bids for as much as Rs 8,742.35 croie. 
It accepted 51 bids for Rs 3,500 crore at 
a cut-off yield of 11.83 per cent. 

Again the government offered to re¬ 
issue two securities on November 24 - 
11.68 per cent 2006 for Rs 2,000 crore 
and 12.30 per cent 2016forRs3,000croFe. 
'Fhe presence of a surfeit of liquidity en¬ 
sured the easy success of (he auction also 
with both the securities receiving oversub¬ 
scription. TheJ 1.68 percent 2(X)6 fetched 
bids worth Rs 5,270 crore and 12.30 per 
cent 2016 worth Rs 6,048.39 crore. The 
cut-off prices for the scrips were deter¬ 
mined at Rs 102.88 (11.03 per cent) and 
Rs 103.49 (11.81 per cent), respectively. 

With these borrowings, the central 
government has already mobilised a gross 
amount of Rs 73,630 crore or a net amount 
of Rs 62,276 crore through market bor¬ 
rowings; significantly both of these have 
surpassed the budgeted amounts of 
Rs 71,014 crore and Rs .54,661 crore, res- 


Table 2: Daily Quotations of Highs and Lows of Cail Rails in Pfr Ci.ni Pkh Annum: 
SiMFtL STATisncAt. Chakacieristio 

All Four November 1999 All Five _October 1999 



Weeks 

26 

19* 

12 

5* 

Weeks 

29 

22 * 

ts 

8 * 

1 

Simple Mean 

8.2 

8.1 

8.1 

8.2 

8.4 

II.O 

9.0 

10.3 

15.2 

IU.8 

92 

Standard Deviation 

0.5 

0.2 

0.2 

0.2 

0.9 

3.7 

0.9 

0.4 

5.8 

0.8 

0.8 

Coefficient of 

5.7 

2.2 

2.1 

2.3 

10.5 

33.4 

lO.I 

3.9 

37.9 

7.4 

9.0 


Variation (percenia{>cs) 

* Data for reporting Fridays (RF) arc omitted. 

Tabie 1: Cail Money Rates 


(l‘rr I fill per iiniium) 


Items 


November 1999 




flclohcr 

I99<) 



26 

19(RF) 

12 

5(RF) 

29 

22(RF) 

I.S 

8 (KF) 

1 

Weekly ranget^ 

7.60-8.60 

7.50-8.50 

7.90-8.90 

7.75-9.50 

7.95-10.60 

7.50-23.00 

10.80-20.00 

9.50-12 25 

8.25-10.50 

1 Weekend (Friday)$ 

(7.10-9.00) 

(8,00-9.50) 

(7.85-8.35) 

(5.00-8.80) 

(8.40-9.50) 

(4.00-9..50) 

(8.1t)-9.7.‘)) 

(4.00-8..30) 

(7.25-9.50) 

7.95-8.10 

7.75-8.00 

8.20-8.50 

8 .00-10.00 

8.00-8.40 

8 .00-10.00 

I2..S0-26.00 

9.7.5-10.25 

9.75-11.00 

I>FHI lending ratesfrenge) 

(8.00-8.15) 

(6.00-7.25) 

(8.00-8.20) 

(i).25-7.25) 

(8.45-9.00) 

(4.00-7.50) 

(9.25-9.50) 

(5.00-7.00) 

(7.75-8.50) 

8.05-8.75 

7.95-8.75 

8.00-9.00 

8.05-10.00 

8.10-10.60 

8.25-24 00 

10 .20-20.00 

10.05-12.50 

8.50-11.00 

(na) 

(6.60-9.25) 

(na) 

(6.70-8.90) 

(8.50-9.50) 

(na) 

(8.20-9.75) 

(5.00-8.30) 

(7.65-9.50) 


Figurrs in the parentheses represent weekly range during similar period last year. S Market reports. <<< Market rates as reported to the RBI by DPHI. 
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pectively, under the long* and medium- 
lerm borrowings. 

Treasury Bills 

The government raised Rs 1,000 crorc 
each through short-term TBs and through 
364- day TBs during November. With better 
liquidity, the market rc.sponse to ihcite bills 
during the month improved and it absorbed 
the entire auction amount, except for two 
91 -day bill auctions in which amounts of 
Rs 27 crore and Rs 25 crore devolved on 
the RBI. The yields on almost all the four 
types of bills underwent some change 
during the month. While the yield on 14- 
day bill has been reduced by about 27*53 
basis points (Table 4), that on 91-day 
bills has been retained at 9.33^.42 per 
cent (Table 5). Again, while the yield 
rate on 182-day bills has been generally 


retained at 9.78/9.89 per cent (Table 6), 
that on 364-day TB has been reduced from 
10.33/22 per cent to 10.19 per cent 
(Table?). 

Bonds Market 

Figures rclca.sed by Prime Database 
reveal that in the first half of the current 
fiscal year 1999-2000 (April-September), 
135 institutions and corporates together 
mobilised Rs 22,949 crore as against 
Rs 20,367 crore during the corresponding 
period iast year, an increa.se of around 13 
percent. Significantly, the first quarter of 
the current fiscal (April-June) saw 
mobili.sation worthRs9,70t crore, whereas 
the second quarter (July-Septembcr) wit¬ 
nessed it jumping to Rs 13,248 crore. 

The above data further reveal that the 
state-level government undertakings have 


overtaken the perennial borrowers from 
the debt market, i e, all-India financial 
institutions (FIs). Of the total collection, 
state-level undertakings accounted for 
36 per cent (Rs 8,359 crore) through 31 
issuers which was a record high - the 
previous full year’s mobilisation under 
this category was Rs 9,479 crore - fol¬ 
lowed by private corporate sector which - 
accounted for 26 per cent with 77 
corporates raising Rs 6,044 crore. Signifi¬ 
cantly, all-India FIs and banks came down 
from top to the number three position, 
their share being at 18 percent or Rs 4,091 
crore raised through 15 issues; in the 
previous four years, their share had been 
the highest. The share of Central PSUs in 
the latest half-year period has been 16 per 
cent (Rs 3,775 crore) and that of state 
financial institutions Rs 679 crore. 


Tabu.."). Es-iiMAiri)Fi.»wurI .iquioity iNTOTHt!F inanciai.Sy.stem uukinc;Nuvtmbsr 1999 


(Rupees crore) 


Week Ended 





19 



12 



5 


Inflow 

Outflow 

Net 

Inflow 

Outflow 

Net 

Inflow 

Outflow 

Net 

Inflow 

(lutflow 

Net 

Auctions and Redemptions 













Id-dayT bills 

301 

100 

201 

300 

100 

200 

700 

301 

399 

200 

300 

-100 

91-dayT bills 

47 

75 

-28 

5 

73 

-68 

135 

100 

35 

1 (H) 

74 

26 

182-day T bills 

100 

100 

0 

- . 

- 

_ 

0 

100 

-100 




364-day T bills 

- 

- 

- 

500 

500 

0 

_ 


_ 

400 

500 

-100 

Ouvemmenl securities auction 

- 

5000 

-5000 

- 

- 


- 

3500 

-3500 

_ 



Coupon Payments 

1.S05 

- 

1505 

939 

.. 

939 

888 


888 

576 


576 

CRR Interest 

4000 

- 

4000 


- 


4000 


4000 


, 


Advance Tax Payments 

- 

- 

- 


7(X)0 

-7000 

« 


0 




Net Foreign Assets (variation) 

I(K)4 


1004 

1020 

- 

1020 

87 

- 

87 

_ 

239 

-239 

Toul 

6957 

5275 

1682 

2764 

7673 

-4909 

5810 

4001 

1809 

1276 

1113 

163 

Memo Items 











Open Market Operations (RBI) 

0 

0 

0 

0 

3500 

-3500 

0 

0 

0 

0 

0 

0 


Note: A negative sign implies net outflow. - means nil. 


Tabu- 4; Anmot.'s of 14-Day Treasuky Bills 

(Amount in rupees crore) 


Dale of 

NtMifled 

Bids Tendered 

Bids Accepted 

Subscription 

Cut-off 

Cut-off 

Amount 

Auction 

Amount 



Devolved 

Price 

Yield 

Outstanding 



No Face Value 

No Face Value 

on RBI 

(Rupees) 

Rale 

on the Date 



(Amount) 

(Amount) 

(Amount) 


(Per Cent) 

of Issue 

(1) 

(2) 

(3) (4) 

(.5) (6) 

(7) 

(8) 

(9) 

(10) 


199R 


Nov 6 

100.00 

8 

570.(X) 

4 

100.00 

0.00 

99.67 

8.61 

400.00 

Nov 13 

l()0.(X) 

(-) 

(-) 

(-) 

(-) 

(-) 

I99.67J 

[8.61] 


10 

595.00 

1 

100.00 

0.00 

99.69 

8.09 

200.00 

Nov 20 

100.00 

(-) 

(-) 

(-) 

(-) 

(-) 

199.691 

18.87] 


6 

170.00 

2 

100.00 

0.00 

99.67 

8.61 

200.00 

Nov 27 

liW.OO 

(-) 

(-) 

(-) 

(-) 

(-) 

(99.67) 

[8.61] 


8 

300.00 

2 

100.00 

0.00 

99.68 

8.35 

300.00 

1999 


(1) 

(100.00) 

(1) 

(100.00) 

(•) 

[99.68] 

[8.35] 

Nov 5 

lOO.lK) 

13 

141.50 

11 

100.00 

0.00 

99.69 

8.09 

601.00 

Nov 12 

t(X).IK) 

(2) 

(201.00) 

(2) 

(201.00) 

(-) 

(99.70] 

[7.82] 


13 

241.50 

10 

100.00 

0.00 

99.69 

8.09 

401.06 

Nov 19 

100.00 

(1) 

(0.06) 

(1) 

(0.06) 

(-) 

(99.70] 

(7.82] 


14 

243.(X} 

1 

100.00 

0.00 

99.71 

7.56 

200.06 

Nov 26 

100.00 

(-) 

(-) 

(-) 

(-) 

(-) 

[99.71] 

[7.56] 


14 

211.00 

8 

100.00 

0.00 

99.70 

7.82 

200.00 



(-1 

(-) 

(-) 

(-) 

(-) 

[99.71] 

17.56] 



Figures in parentheses in cols 3 to 6 represent numbers and amounu of non-competitive bids which ate not included in the total. 
Figures in the square brackets under cols 8 and 9 represent weighted average price and respective yield. 

* Bracketed rigures in col 7, if any, relate to devolvemcnt on primary dealers, exclusive of RBI. - Nil 
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Cmw C: Annualbbd Dmlv t-Mkwmi, 3>MamH 
Ai«>6-M0NniFHtwMkD Pmmia IN PeKxm’AOt 
fOR THE US UoUAR BY THE DOMESTIC INTER¬ 
BANK Market for November 1999 



Oram O; Yield Curve rw Dated 
Securities: Day op Maximum Transactions 
(November 12) during the First Hale op 
Novembpjk 1999 



Period to Maturity in Ascending Order 


Qraph E; Yield Curves por 364-Dav Treasury 
Bus AND Dated SDniRiriEs; Day op Maximum 
Transactions (November 17) durino the 
Setono Half of November 1999 



Period to Maturity in Ascending Order 


Almost similar picture prevailed in 
November as well, though the preceding 
October picture was a mixed one. Of the 
total amount of R$ 4,155 crore that has 
been targeted for mobilisation during 
November, state PSUs accounted for 
Rs 1,850 crore, FIs and banks Rs 1,780 
crore. Central PSUs Rs 300 crorc and 
private sector Rs 225 crore. Out of these, 
Rs 1,810 crore has already been mobilised. 
Almost all the issues earned healthy rat¬ 
ings and were placed in the private place¬ 
ment category with maturities ranging 
bet ween 349-day and 22-ycar-9-month and 
coupon rates fluctuating in the range of 
10.5-13.25 per cent. In general, there has 
Ixien a fall in the interest rates offered 
compared with previous month in which 
most of the issues offered yields of 13.5 


per cent or above. Simultaneously, there 
has been a strengthening of the maturity 
periods. Yet another distinctive feature of 
the bond issues has been benchmarking. 

The month witnessed a good number of 
quality papers which were in high de¬ 
mand. For instance, Bharat Petroleum 
(BPCL) broke the previous record of 
mobilising funds at 12.20 per cent for a 
five-year instrument when it floated its 
Rs 250 crore paper at an indicative band 
of 12-12.20 per cent rate of coupon for 
book-building exen:i.se. Thecntire amount 
was collected at a cut-off yield of 12 per 
cent in just one day’s time. The issue was 
so much in demand that it received bids 
worth Rs 663 cron; but retained only the 
targeted amount. BPCL is also raising 
Rs SOcrorcthroughafive-yearpaper again 

Tabijf. 5; AwnoN.'i iii 91 -Day Treasury Bills 


through book-building for which only for 
the first year it has indicated coupon rates 
between 10.7S-11 per cent: for subsequent 
years, there will be yearly reset of interest 
rate which would be 50 basis points over 
the one-year government security. This 
paperhasattracteddemandforoverRs 100 
crore. Incidentally, ICICI has also intro¬ 
duced a similar benchmarking instniment. 

Contrast to the success of BPCL is the 
failure of Rural Electrification Corporation 
(REC) whic^ hit the market onOctober 27 
with three-year MIBOR-Linked bonds to 
raise an aggregate amount of Rs 275 crore. 
There have been no takers for the issue 
because the yield was apparently unattrac¬ 
tive; it was merely 50 basis points over 
the NSE MIBOR points which was ruling 
roughly at around 8.25-8.50 per cent. 

(Amount in ruptex crore) 


Date of 
Auction 

(1) 

Notified 

Amount 

(2) 

Bids Tendered 

No Face Value 

(Amount) 
(3) (4) 

Bids Accepted 

No Face Value 
(Amount) 
(5) (6) 

Subscription 
Devolved 
on RBI 
(Amount) 
(7)» 

Cut-off 

Price 

(Rupees) 

(8) 

Cut-off 

Yield 

Rale 

(Per Cent) 
(9) 

Amount Outstanding 
on the Dale of Issue 

Total 

(10) 

With RBI 
(It) 

Outside RBI 
(12) 

1998 












Nov 6 

200.00 

31 

773.00 

3 

200.00 

0.00 

97.68 

9.50 

6030.35 

2403.45 

3626 90 



(1) 

(300.00) 

<1) 

(300.00) 

(0.00) 

I97.68J 

[9.50] 




Nov 13 

200.00 

22 

535.00 

8 

200.00 

0.00 

97.72 

9.33 

6230.35 

2243.45 

3986.90 



(!) 

(500.00) 

(1) 

(500.00) 

(0.00) 

[97.72] 

19.33] 




Nov 20 

400.00 

18 

705.00 

8 

400.00 

0.00 

97 69 

9.46 

6230.35 

1743.45 

4486.90 



(2) 

(325.00) 

(2) 

(325.00) 

(0.00) 

[97.69] 

[9.46] 




Nov 27 

400.00 

17 

650.00 

12 

400.00 

0.00 

97.67 

9.54 

.5915.35 

1243.45 

467l.‘»() 



(1) 

(25.00) 

(1) 

(25.00) 

(0.00) 

[97.67] 

[9.54] 




1999 












Nov 5 

100.00 

24 

231.50 

11 

100.00 

0.00 

97.72 

9.33 

1700.35 

827.70 

872 65 



(-) 

(-) 

(-) 

(-) 

(-) 






Nov 12 

100.00 

16 

126.50 

8 

73.(K) 

27.00 

97.72 

9.33 

1700.35 

759.70 

940.65 



(-) 

(•) 

(-) 

(-) 

(-) 






Nov 19 

100.00 

IS 

137.50 

7 

75.00 

25.00 

97.72 

9.33 

1700.35 

731.70 

968 65 



(-) 

(-) 

(-) 

(-) 

(-) 






Nov 26 

100.00 

19 

140.50 

14 

100.00 

0.00 

97.70 

9.42 

1525.35 

731.70 

793.65 



(1) 

(25.00) 

(1) 

(25.00) 

(•) 







Figures in parentheses in cols 3 to 6 represent numbers and amounts of non-competitive bids which are nut included m ihe total. 
Figures in the square brackets under cols 8 and 9 represent weighted average price and respective yield. 

* Bracketed figures in col 7, if any, relate to devolvemeni on primary dealers, exclusive of RBI. - nil. 
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Except for BPCL and REC, all the float¬ 
ations in the PSU catego^ were from 
state-level undertakings, privately placed 
and guaranteed by the respective stale 
governments. Collectively they aimed to 
mobilise R.s 1,8S0 crorc through various 
instruments. The major issuers were 
TI1X:0 (Rs 500 crore), JKSPDC (Rs 550 
crorej and KIIFB {R.s 500 crore). 

ICICI was in the mailcet for the second 
consecutive month. Tlie October issue 
mopped up Rs 320 crore against the issue 
size of Rs 300 crore (which had an option 
to retain an ei|ual amount of oversub¬ 
scription). The current issue has two 
discernible differences from the previ¬ 
ous one: first, there is cut in interest rate 
by 15 basis (Mints on the Regular Income 
Bond which is in response to the CRR 
cut; and second, an introduction of a 
floating rate instrument called Gilt Rate 
Plus Bond which offers 75 basis points 
over the one-ycarsecondary market govern¬ 
ment securities. The rale for this five-year 
paper for the first year will be 11 per cent. 
For the subsequent years, the reset rate 
will be announced on December 1 (re.sct 
reference date) of every year starting 
from December I. 2(XK) which will be 
effective from February 1 (reset effective 
date) of every year starting from Febru¬ 
ary 1, 2001. The reset rate will be the 
average of the .semi-annualised secondary 
market yield of benchmark gilts of one- 
year maturity. The maximum interest rate, 
however, will be 12.6 per cent. This option 
offers the investors an exit route exercis¬ 
able on the reset effective date of each 
year. 

Exim Bank privately placed its AAA 
and LAAA rated multi-option bonds of 
I -, 2-, 3- and 5'ycar paper to rai.se Rs 700 
crore (including a grccnshoc option of 
Rs 350 crore). The issue was an instant 
success and the five-year instrument is 
likely to .set a new benchmark which 
collected funds at a cut-off yield of 11.90 
per cent; it is in fact the lowest in recent 
months for the .same maturity paper. HDFC 
(Rs 150 crorc). Vijaya Bank (Rs bOcrore), 
ABN Amro (Rs 100 crorc) and StanChart 
Bank (Rs 195 crorc) were alsri in the 
private placement segment of the primary 
debt market. 

In the private corporate sector, both the 
issues raised money through book-build¬ 
ing exercises. Nirma floated 349-day 
debentures - the shortest maturity paper 
of the month, and offered a band of 10.95- 
11.25 per cent for book-building to collect 
Rs 75 crore (including Rs 25 crore as 
greenshoe option). It collected the lar- 
pcicd sum of Rs 50 crorc at a cut-off yield 
of 11.1 per cent and was considering the 


oversubscription. Response to Tata Sons' 
issue is not known; it offered 10.95-11.5 
per cent for Rs 50 crore and 11.4-11.55 
per cent for R.s 100 crore. 

There are issues worth Rs 1,306 crore 
already in the market which arc vying 
investors’ attention since the last month; 
most of them are receiving good res|X)nse. 

Quite a good number of fresh issues are 
in the otTing in December. At least, six 
issues will hit the market in the first week 
itsel fwith an aggregate amount of Rs 2,355 
crore. Major FIs are in the fray, prominent 
among them being IDBI (Rs 600 crore), 
IFCI (Rs 150 crore plus unspecified over- 
sub.scription). HDFC (Rs 250 crorc) and 
Allahabad Bank (Rs 125 crorc). 

Other Instruments 

Larsen & Toubro placed Rs 25 crore 
for 90 days at 10.35 per cent through 
commercial paper. Similarly, Madras 
Refineries placed Rs 50 crore for 90 days 
at 10.25 per cent. The total outstanding 
CP amount as on November 15,1999 was 
Rs 6,1 S3 crore which was marginally lower 
than the out.standing amount reported in 
the previous fortnight. The amount of 
fresh CP issued during the fortnight 
ending November 15 was Rs 1.294 crore 


which was nearly doable die amooiit of 
Rs 789crore of the previous fortnight. The 
interest rates were also si^tficantly lower 
at 9.40-12.50 per cent as against 10.20- 


Tabix 8 : Rek> Transactions in Government PArex 
(Other Than wtni me RBI), November 1999 


Repo Period 
in Number 
of Days 

Amount 

(Rupees 

Crore), 

Range of Interest 
(Per Cent 

Per Annum) 

A Dated Securities 


1 

2512 

7.65-9.00 (8.06) 

2 

450 

8.05-8.35 (8.23) 

3 

923 

0.81-10.40 (7.98) 

4 

772 

8.10-8.75 (8.31) 

5 

230 

8.10-9.00 (8.27) 

6 

234 

8 00-9.00 (8.14) 

7 

220 

8.1.5-9.00 (8.44) 

9 

50 

8.60 (8.60) 

11 

15 

9.1 (9.10) 

12 

5 

8.40 (8.40) 

14 

102 

8.15-9.00 (8.65) 

15 

118 

8.40-8.60 (8.48) 

16 

20 

9.00 (9.00) 

All Issues 



1-16 

5650 

0.81-10.40 (8.1.5) 

B 91-Day TBs (All Issues) 


8-14 

35 

8.00-14.00 (8.46) 

C t82-Day TBs (All Issues) 


14 

20 

8.55 (8.55) 

D 364-Day TBs (All Issue.s) 


1-14 

514 

8.00-8.75 (8.35) 


Kgures in fantckcls are weighicd average intcresl talc. 


Tahix 6: Auctions of 182-Day Treasury Bills 

(Amount in rupees crore) 


Date of 

Notified 

Bids Tendered 

Bids Accepted 

Subscription 

Cut-off 

Cut-off 

AitKxini 

Auction 

Amount 





Devolved 

Price 

Yield 

OuLstand- 



No 

Face Value 

No 

Face Value 

on RBI 

(Rupees) 

Kate 

ingon 




(Amount) 


(Amount) 

(Amount) 


(RTCent) 

the Date 










of Issue 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

1999 










Nov 8 

lOO.fiO 

16 

205.50 

6 

100.00 

0.00 

95.34 

9.78 

1900.00 



(0) 

(0.00) 

(0) 

(0.00) 


(95.351 

19.751 


Nov 24 

KKl.OO 

13 

123.50 

10 

100.00 

0.00 

95.29 

9.89 

1900.00 



(0) 

(0.00) 

(0) 

(0.00) 


195.33] 

[9.80] 



Notes: H'lgurcs in parentheses in cols 3 to 6 represent numbers and amounts of nan-competitive bids 
which are not included in the total. Figures in the square brackets under cols 8 and 9 represent 
weighted average price and respective yield. 


Tarle 7: AunuiNs of 364-Day Treasury Bills 

(Amount in rupees crore) 


Dale of 
Auction 

Notified 

Amount 

Bids Tendered 

Bids Accepted 

Subscription 
Devolved 
on RBI 
(Amount) 

Cut-off 

Price 

(Rupees) 

Cut-off 

Amount 

No 

Face Value 
(Amount) 

No 

Face Value 
(Amount) 

iicia wuisianu- 
Ratc ing on 

(F^Ceni) the Dale 
of Issue 

1998 

Nov 3 

4(10.00 

27 

1340.00 

9 

400.00 

0.00 

(0.00) 

90.36 

(90.36] 

10.67 

[10.67] 

5424.00 

Nov 18 

500.00 

30 

1291.30 

19 

500.00 

0.00 

(0.00) 

90.40 

[90.43] 

10.62 

[10.58] 

4619.00 

1999 

Nov 3 

500.00 

42 

1352.50 

14 

.500.00 

0.00 

(0.00) 

90.73 

190.75] 

10.22 

110.19) 

14500 

Nov 17 

500.00 

25 

995.95 

13 

500.00 

0.00 

(0.00) 

90.75 

[90.77] 

10.19 

110.17] 

14500 


Nines: Figures in the square bracket!, represent weighted average price and the respective yield. 
Figures in brackets represent dcvolvement on Primary Dealers (PDs). 
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(AmoviU in nipm emre) 


DeKripu'OM _ W«eit Eiidiiig November 1W9: Yfekl to Mitiittty on Actuil Titding _ Tolil fat die Momh 

ib 19 12 5 oTNoveniier 19W 

“SMT" 'VTM—CT 'AMf -CY 'XlClT-yTH-P7 ' AiijT VfM -TT aMT YtM 'TV 


1 Tieiiury Biib 


A 14-Oay Bills 

138.86 

8.44 


69.03 

7.97 

B 91-Day Bills 

83.00 

9.26 


125.63 

8.83 

C 182-Day Bills 

11.32 

8.83 


105.39 

8 91 

0 364-Day Bills 

GOI Dated Securities 

102.04 

9.45 


422J7 

9.88 

A Converted (Her Cent: Year) 

13.25. 2000 

1.80 

9.56 

13.06 

. 

. 

11.75, 2001 

46.53 

10.47 

11.52 

119.36 

10.44 

12.50. 2004 

321.53 

10.84 

11.84 

330.00 

10.84 

Sub-total 

369.86 

10.79 

11.80 

449.36 

10.73 

B Regular (Rh' Cent; Year) 

13.40, 1999 

8.60 

10.14 

13.37 

10.00 

10.39 

11.40. 2000 

160.85 

10..36 

11.31 

178.70 

10.33 

11.61. 2000 

20.00 

10.32 

11.55 

20.00 

10.35 

12.14, 2000 

. 

. 

. 

5.00 

10.30 

12.60. 2000 

- 


. 

50.00 

10.66 

13.85, 2000 

17.00 

10.43 

13.39 

1.30 

10.33 

10.85, 2001 

15.00 

10.36 

10.77 

105.00 

10.45 

11.47. 2001 

■ 

. 

. 

5.00 

10.51 

11.55. 2001 

55.00 

10.44 

11.37 

121.50 

10.44 

13.85. 2001 

. 

. 

. 

. 

. 

11.00. 2002 

35.00 

10.53 

10 89 

40.00 

10.53 

II 1.4. 2002 

231.73 

10.57 

11.IH) 

.141.00 

10 56 

11 55. 2002 1 

82.69 

10.60 

11.28 

- 

. 

11.68. 2002 

. 

. 

. 

10.00 

10 55 

12.69. 2002 

25.00 

10.59 

12.15 

. 

. 

11.10, 2003 

35.00 

10.67 

10.97 

35.00 

10.66 

11.83. 2003 

. 

- 

. 

5.00 

10.71 

11.50, 2004 

330.07 

10.84 

11.24 

110.00 

10 84 

11.7.5, 2004 

25.00 

10.84 

11.39 

10.00 

10.85 

11.95. 2004 

35.tKI 

10.83 

11.49 

30.00 

10.85 

11.98, 2004 

190.00 

10.84 

II 50 

325.00 

10.85 

12..59. 2004 

35.00 

10.89 

11.88 

. 

. 

8 25. 2005 

0.35 

10.98 

9.33 

1.00 

10.95 

11.19, 2005 

390.00 

10.96 

11.09 

243.00 

10.96 

11.25, 2005 

75.00 

10.96 

11.12 

17.00 

10.96 

14.00. 2005 INSTAI. 

15.00 

II 07 

12.4’ 

0.50 

II 03 

11.68. 2(K)6 

. 

. 

- 

506..S0 

r..03 

11 75. 2006 

125.00 

II 02 

11.38 

265.1X1 

11.05 

11.50. 2007 

5.t)0 

11.13 

11.29 

17.75 

11.19 

11.90. 2007 

. 

. 

. 

905.00 

11.18 

12.50. 2007 

- 

■ 

• 

- 

- 

13.05. 2007 

39.04 

11-29 

12.01 

lO.tX) 

II..13 

11.50, 2008 

67.25 

11.28 

11 36 

5.00 

11.35 

12.00, 2008 

61.25 

11.27 

11.55 

150.00 

11.33 

12.25. 2008 

20.00 

II..10 

11.65 

120.00 

11.34 

11.50. 2009 

31.00 

11.38 

11.42 

94.50 

11.41 

11.99. 2009 

1208.75 

11.41 

11.61 

1683.17 

11.42 

11.50. 2010 

30.10 

II 42 

11.45 

82.00 

1146 

12.29. 2010 

785.00 

11.48 

11.73 

625.00 

11.49 

12.00. 2011 

10 00 

11.60 

11.71 

20.00 

11.65 

12.32, 2011 

1152.80 

11.59 

11.79 

1487 86 

11.62 

12.40, 2013 

443.07 

11.69 

11.84 

886.81 

II 73 

11.83. 2014 

634.89 

11.72 

11.74 

1856.48 

11.77 

11.50. 2015 

37.37 

11.69 

11.66 

. 

. 

12.30. 2016 

1085.69 

11.79 

11.87 

104.49 

1)82 

12.60. 2018 

381..54 

11.84 

11.92 

20.00 

11.94 

Sub-tiMal 7915.39 

C Zero Coupon Bonds (Per Cent: Year) 

11.40 

11.64 

10503.75 

11.38 

2000 

5.95 

10.25 

7.32 

41.50 

9.91 

2000(11) 

- 

- 

- 

- 

- 

2(XXKIII) 

44.50 

10.11 

7.45 

55.00 

9.99 

Sub-total 

50.45 

10.13 

7 43 

96.50 

9.95 

(A+B+C) 

8335.70 

I1..36 

11.62 

11049.61 

II..34 

D RBI's Open Market 

Operations (Per Onl: Year) 

• 

• 

3529.00 

II 50 

(A+B-sC+D) 

8335.70 

11.36 

11.62 

14578.61 

11.38 

REPO 

91-Uay BilU 

182-Day Bills 

364-Day Bills 

Govt Swunties 

Sub-toul 

10.00 

10.00 

634.05 

654.05 



154.00 

1819.80 

1973.80 


State Govt Securities 

Grand total (1 to 4) 

57.28 

9384.76 

11.65 

11.81 

97.76 

17347.29 

11.65 



68.80 

8.02 


89.93 

7.85 


366.61 

8.13 



63.40 

8.55 


80.65 

8.82 


352.68 

8.88 



82.30 

9.49 


80..56 

9.50 


279,57 

9.25 



183.97 

9 70 


611.75 

10.10 


1320.33 

9.92 



0.45 

9.92 

13,05 

15.00 

10.41 

13.05 

17.25 

10.31 

13.05 

11.52 

70.00 

10.43 

11.51 

.100.05 

10.48 

11.52 

535.95 

10.46 

11.32 

11.84 

2.50.00 

10.88 

IJ.85 

380.04 

10.88 

11.85 

1281.57 

10.86 

11.84 

11.75 

320.45 

10.78 

11.78 

695.09 

10.69 

11.73 

1834.76 

10.74 

11.76 

1.3.36 

5.75 

9.65 

13..15 

12.90 

10.37 

13.35 

37.25 

10.21 

13.36 

11.30 

95.90 

10.30 

II..10 

422.00 

10.33 

11.30 

857,45 

10.33 

11.30 

II..55 

. 

- 

. 

75 00 

10 32 

II..14 

115.00 

I0..13 

11..14 

12.03 

50.00 

10.43 

12.0.1 

155 00 

10.47 

12.03 

210.00 

10.45 

12.03 

12.56 

. 

. 

- 

10.00 

10,45 

12.54 

60.00 

10.62 

12.55 

13 37 

5.00 

10.33 

13..17 

25.00 

10.51 

13.18 

48.30 

10.46 

13.38 

10.79 

10.00 

10.43 

10.78 

255.28 

10.45 

10.79 

185.28 

10.45 

10.79 

II 28 

. 

. 


40.00 

10.52 

11.28 

45.00 

10,52 

11.28 

11.37 

95.00 

10.44 

11.37 

148.00 

10.47 

II..17 

419.50 

10.45 

II..17 

- 

- 


. 

16.94 

lost 

13.31 

16 94 

10.51 

13.31 

10.89 

. 

. 

. 

5.00 

1065 

10.92 

80.00 

10.54 

10.89 

11.00 

215.00 

10.57 

11.00 

.171.25 

10.62 

n 01 

1358 98 

10.59 

11.01- 

. 

. 

. 

. 

15 00 

10.62 

11.28 

97.69 

10.61 

11.28 

11.39 

45 00 

10.55 

I1..19 

155.00 

10.19 

11.39 

210.00 

10.58 

11..19 

• 


. 


- 

- 

. 

2.1.00 

10 59 

12.15 

10.97 

50.00 

10.67 

10.97 

110.00 

10.70 

10.98 

230.00 

10.69 

10.97 

11.45 

10.00 

10.73 

11.46 

5 00 

10.70 

11.45 

20.00 

10.72 

11.45 

11.24 

IIOOO 

10.86 

11.25 


. 

. 

.15007 

10.84 

11.24 

11.39 

15.00 

10.87 

11.40 

15.00 

10.90 

11.41 

65 00 

10.86 

II..tv 

11.50 

80.00 

10.86 

11.50 

125 00 

10.89 

11.51 

270.00 

10.87 

II 51 

11.51 

210.00 

10.86 

11,51 

300.00 

10.89 

11.52 

1025.00 

10.86 

11.51 

. 

10.00 

10.90 

11.88 

60 00 

1092 

11.89 

105.00 

10.91 

11.88 

9,33 

0.40 

11.00 

9.15 

17.00 

IMI 

9.40 

18,75 

11.09 

9..i9 

ii.09 

105.10 

10.96 

11.09 

228.60 

11.00 

II.10 

966.70 

10.97 

II 09 

11.12 

15.00 

10.96 

11.12 

30.00 

10.98 

11.13 

137.00 

10.96 

II 12 

12.45 

0.04 

11.09 

12.48 

- 

- 

. 

15.54 

11 Ofi 

12.47 

11..35 

105.00 

ll.Oti 

11.37 

205.33 

11.lU 

II..18 

816 83 

1105 

11.36 

II 39 

IIS.IX) 

11.07 

11.40 

200.00 

II.II 

11.42 

705.00 

II 07 

11.40 

11.33 

20.00 

11.23 

11.35 

20 00 

11.29 

11.38 

62.7.1 

11.23 

II..15 

11.49 

110.00 

11.23 

11.52 

887.30 

11.28 

11.55 

2IO2..10 

11.2.1 

11.52 

. 

. 

. 

. 

I5.(K) 

II..15 

11.83 

15.00 

II 3.1 

11.83 

12.03 

30.00 

11.33 

12.03 

150.10 

11.15 

12.04 

229.14 

11..14 

12.03 

11.41 

.50.00 

11.36 

11.42 

65.00 

II..1.1 

11.40 

187.25 

11.32 

11.39 

11.58 

30.00 

11.36 

11.60 

104.00 

11.40 

11.6.1 

345.25 

11.34 

11.59 

II 67 

15.00 

11.37 

11.69 

10.09 

II 42 

11.72 

165.09 

11 34 

11.67 

11.44 

20.00 

11.49 

11.50 

11.50 

11.51 

11.51 

157.00 

11.42 

11.45 

11.62 

982.00 

11.46 

11.65 

1074.10 

II..10 

11.67 

4948.42 

11.45 

11.63 

11.48 

■ 

• 

. 

14.05 

II..18 

11.56 

126 1.1 

11.47 

II 48 

11.74 

49.00 

11.56 

11.78 

.145.01 

11.59 

II.Kl 

1804.01 

11.51 

11.75 

11.74 

■ 

- 

. 

.12 00 

II 72 

11.79 

62.00 

II 68 

11.76 

II 82 

921.87 

11.67 

11.85 

860.17 

11.71 

II 88 

4422 69 

II 64 

11.83 

11.87 

831.64 

11.79 

11.92 

662.39 

11.81 

II 9.1 

282.1.91 

11.77 

II 90 

11.78 

. 

. 


. 

. 


2491..17 

ll.7b 

11.77 

- 

3.00 

11.75 

11.71 

36.83 

11.78 

II 74 

77 20 

11.74 

11.70 

11.89 

25.20 

11.91 

11.97 

76.4.1 

11.91 

11.97 

1291.80 

11.81 

II 88 

12.01 

165.08 

11.96 

12.03 

417.23 

119') 

12 06 

983.85 

II '33 

(2 00 

1162 

4799.98 

11.36 

11.65 

7985.07 

II 23 

11.59 31204.19 

11.34 

11.62 

7.07 

83.60 

10.17 

7 08 

2.r» 

10.45 

7 02 

133.05 

to 10 

7.09 

- 

. 

. 

. 

35.00 

10.13 

7.15 

35 00 

10 13 

7 5.1 

7.32 

85.00 

10.14 

7.51 

70.00 

10.15 

7.53 

254.50 

10.11 

7.46 

7 21 

168.60 

10.16 

7.29 

107.00 

10.15 

7.52 

422.5.1 

10 II 

7.t1 

11 58 5289.03 

11 29 

11.52 

8787 16 

11 17 

II .15 31461 .11 

II 29 

II 18 

II 75 







3129 iKt 

11.10 

II 75 

11.62 5289.03 

11.29 

11.52 

8787.16 

II 17 

1155 

16990.11 

11.31 

II..19 


25.00 



, 



35.00 




20.00 






20.00 




178.00 



l72.fK) 



514 00 




1018.50 



2177 42 



1649.77 




1241.50 



2349.42 



6218.77 



11.80 

23.99 

11.70 

11.84 

49.66 

11 74 

11 93 

228.69 

11.68 

11.84 


6978.49 



12049 12 


45757.16 




(-) means no trading YTM e Yield to maturity in percenlage per innum CY ^ Curreni yield in per cent per annum. Securities wiih smiUl-ii/e tran<MCU(inv (Rs S ctwe or 
Icsk) end inflation linked bonds hive been dropped from the above list but included in the respective totals. 

Notes-. (1) Yielifa are weighted yielib. weighted by the amounts of each transaction. 

(2) Current yield has not been worked out for treasury bills. 
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12.50 per cent in the previous fortnight, 
or IO.J8-13.25 per cent a year ago. 

The rc.suJt of ca.sy liquidity on certi¬ 
ficates of depo.Mts was reflected in re¬ 
duced amount of fresh is.sue.s in the recent 
pericxi. During the fortnight ended Octo¬ 
ber 22, the total amount of CDs i.ssued 
was Rs 54 crore as against Rs 101 crore 
of the previous fortnight. The total out¬ 
standing amount during the fortnight 
ended October 22 was Rs 1,754 as against 
the previous fortnight's Rs 1,868 crore. 
The intere.st rates ranged from 6.75-13.40 
per cent during the fortnight ended 
October 22. While the minimum interc.st 
rate between two fortnights was unchanged 
at 6.75 percent, the maximum was higher 
by nearly 2.5 percentage points. 

IV 

Secondary Markets 

GilhEdged Securities 

Trading volumes in government .secu¬ 
rities in the secondary market rose sharply 
during November due to abundant liquidity 
and the RBI not being active on its open 


market operations. TTic weekly average of 
trading volumes from Rs 11,254 crore in 
October to Rs 18,488 crore in November, 
or by near two-thirds - the highest ever to 
reach in a busy season period. During the 
week-ended December 3, the turnover 
uwched R.S 24,579 crore. Prices of govern¬ 
ment paper moved upwards Iqr 10-15 paise 
daily, thus placing considerable pres¬ 
sure on the yields. Like in the primary 
market, in the secondary market also, the 
market preference was towards the longer 
term securities. Yields too moved in tan¬ 
dem. Immediately after the first auction 
of 13-ycarpaperonNovemberl 1,10-year 
bond prices appreciated by 50 paise and 
14-yearby 75 paise in the secondary market. 
Expectations from the RBI also affected 
the market preference. For instance, on 
November 16, the prices of 12.29 per cent 
2010 went up from Rs 104.53 on the 
previous day to Rs 104.64 on expectations 
of the RBI offering this security on its open 
market operations window shortly. The 
government had privately placed this 
security with the RBI on October 21 at 
Rs 103.75. Other.securities in demand were 


Tarlr 9i OnoiATiUNs OH National St(k-k Bxchanof. (N.SEt uurino October t999 - Ac-toai. 

Trai»;i> Amirint 


(Ku/iees enne) 


Descriptors __ Week Ending October _ _ Total durina 



26 

19 

12 

5 

November 

Octdier 

September 

1 Treaiiury BilLs 

73.86 

88 ..'i6 

50.47 

279 58 

492.48 

318.00 

746.67 

i1 i4-day Bills 

.30.86 

.30,06 


44.58 

105.51 

- 


ii) 91-day Bills 

17.181 

13.50 

- 

5.(8) 

35.50 

47.00 

15.00 

ill) 182-day Bills 

6 .(X) 

25.00 


- 

31.00 

36.00 

103.67 

IV) 364-day Bills 

20.00 

20.00 

50.47 

205.(K) 

295.47 

23.5.00 

578.00 

V) Repn 


- 

- 

25.00 

25.00 

- 

50.00 

2 Dated Securities 

7002.04 

7.581.78 

4026.56 

6559 29 

25169.67 

19007.57 

12854.17 

A GDI Securities 

6891.60 

7509.21 

4(8)1..56 

6519.16 

24921..54 

18974.19 

12720.77 

i) Converted 

- 

- 

216..56 

510.16 

726.73 

1492.19 

1656.62 

li) Regulai 

6841.60 

7447.71 

.3705.00 

5904.(8) 

2.3898.31 

17246.00 

10869.00 

iii) Zero Couimn 
IV) Cap Indexed 

50.00 

51..50 

80.00 

105.00 

286.50 

125.00 

12,5.15 

Bonds 

- 

- 

- 

- 

0.00 

- 

- 

V) GCB 

- 

- 

- 

- 

().00 

- 

- 

vi) Repo 

B State Govts 


lO.(K) 


- 

iO.OO 

111.00 

70.00 

Stocks 

110.44 

72.57 

25,00 

40.12 

248.13 

33.38 

133.40 

3 PSU Bonds 

1.3.52 

65.89 

0.90 

1.3.64 

9.3.95 

123.14 

88.98 

i) Tas free 

12.50 

47.00 

- 

1 .(8) 

60.50 

56.85 

31.10 

ii) Taxable 

t02 

18.89 

0.90 

12.64 

.33.45 

66.29 

57.88 

4 Commercial Papers 

65.00 

74.00 

29.00 

136.(8) 

304.00 

364.00 

229.00 

5 Ceitificales of Deposits 

75.00 

- 

25.00 

100.00 

10.00 

15.00 

6 Oebenluies 

* 

8.00 

- 

1..50 

9.50 

23.75 

33.60 

7 Floating Rale Bonds 

- 

- 

- 

- 

0.00 


35,00 

8 Others* 

• 

- 

- 

75.74 

75 74 

375.88 

154.76 

Grand Total (volume) 7154.43 

Average per day working 
a Government 

789.3.23 

4106.93 

7(H)0.7.5 

2o24.5.33 

20222.34 

14157.18 

Paper (lt-2) 
b Others 

1768.98 

15.34,07 

1.359.01 

1.367.77 

1.509.,54 

805.23 

618.22 

t3+4+5+6+7-f8) 

19.63 

44.58 

9.97 

.50.38 

34.31 

3‘7.37 

25.29 


- No trading. GCB Government Compensation Bonds. * includes Non-SLR Institutional Bonds, 
S1.K Institutional Bonds, Bank Bonds, PFomis.sory Notes, Units of UTl, Company Notes and Zero 
Coupon PSU Bonds and others. 


11.90 percent 2007,11,99 per cent 2009, 
12.32 per cent 2011. According to data 
released by the RBI, the bulk of the turn¬ 
over in government of India .securities 
took place in securities beyond 2009 
(Appendix Table). The yield curve has 
shown a sharply upward trend in the first- 
half (Graph D) and a gentler upward trend 
in the second half (Graph E), largely 
influenced by the government auctions 
and the RBI's OMDs. 

Trading volumes in TBs, however, fell 
sharply because of the banks’ renewed 
preference for longer term bonds and the 
corporates' preference for units of mutual 
funds. With the call rates at around 8 per 
cent, there was also no arbitrage oppor¬ 
tunity between TBs and the caii market. 
The flat yield curve for the .short-term 
paper has also contributed to the lacklustre 
TBs market. The total turnover even in 
364-day TBs which had aggregated 
Rs 5,512 crore in October, fell to Rs 2,707 
crore in November. 

OMOs and Repos 

After October 20 when it had offered 
TBs, the RBI offered to sell 12.29 per cent 
2010 on its open market operations win¬ 
dow at Rs 104.62 on November 17. The 
market was trading in this paper at 
Rs 104.64 on the previous day. The secu¬ 
rity worth Rs 3,500 crore was privately 
placed with die RBI in October and was 
sold out within one hour of its being offered 
on the OMO window. The RBI placed TBs 
on the OMO window immediately for a 
day after this but fetched no response. The 
OMO window remained inactive for the 
balance period of November despite huge 
liquidity expectations in the market. The 
6 per cent fixed rate repo continued to 
receive nil response as call rates remained 
higher at around 8 per cent. The Repo 
activities outside the RBI were moderate 
due to large liquidity and outright trans¬ 
actions (Table 8). 

Bonds and Other Instruments 

TIte secondary bond market saw an 
increase in the activity except for tax-free 
PSU bonds which saw drastically cur¬ 
tailed volumes. The secondary market in 
CP too saw a small fall in volumes. Typi¬ 
cally papers with a residual maturity of 
around % days were the most traded with 
a yield of around 10.85 per cent. Papers 
with residual maturity of 60 days were 
traded at a yield of 10.51 per cent. The 
volumes in taxable bonds too were halved 
concentrating on shorter to medium term 
segment (Table 9). 

[The background work for this review was done 
by V P Prasantb and Rafiq L Ansari.] 
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COMMENTARY 


Looking Beyond Statehood 
Uttarakhand: Search for a New Agenda 

PCJoshi 


The main inspiration behind the Uttarakhand movement has been the 
impulse to give a new direction to nation-building and development 
by strengthening them at the local, regional level. It will be an 
injustice to this movement to limit this inspiration for multi-pronged 
transformation to merely a programme for creating a separate state. 


“independence must begin at the Itoitom” 
-M K Gandhi {Harijan, July 28. I‘i46) 
‘True democracy cannot be worked by 
twenty men sitting at the Centre. It has to 
be worked from below by the people” 
-MK Gandhi (AJan>an, January 18,1948) 
liMERGENCE of peopie’.s consciousness 
ind spread of a people’s movement in 
Uttarakhand are historic occurrences of 
|)i>st-independent India. The issues on 
which the awakened people of this land 
in the Himalayas have launched agitations 
in the past few decades have not only 
brought to the fore the shortcomings and 
distortions in the schemes of nation¬ 
building and development but have also 
given indications of new directions for 
building the nation and spurring its growth. 
It is only through a ‘Nav Vichar Manch’ 
(Forum for New Thinking) that these 
insights can be provided with a new eco¬ 
nomic philosophy and a new development 
model which will be as relevant for India 
us a whole as for Uttarakhand. 

If the world famous ‘Chipko’ movement 
and the anti-Tehri Dam struggle have 
helped in drawing the entire nation's 
attention to forests and other natural 
resources and protection and con-servation 
of nature and environment, the anti-liquor 
campaign in the region has brought to light 
the terrible tragedy implicit in the rapid 
disintegration of the family system, 
atrocities against women by lustful, 
depraved men and decline of traditional 
cultural norms and values which, in the 
name of development, have become its 
negation. These negative developments in 
Uttarakhand are the pruducLs of the inflow 
of black money into the region and the 
growth of a black economy which have 
rcceivedencouragement from the limitless 
financial resources pumped into it in the 
name of the various five-year plans. They 
have also found impetus in the growing 
prosperity of die contractor-business class 
engaged in indiscriminate exploitation of 


Utt.'irakhand's land forestry and mineral 
resources. Just as the movement for (he 
protection and promotion of folk culture 
was a clarion call for protection of cultural 
identities and local diversities, (he agitation 
for securing real participation of the people 
in the exercise of state power uncovered 
the adverse consequences of this power's 
overcentralisation. All these movements 
have raised the que.stion of speeding up 
(he hitherto halting pace of development 
and making real the unfulfilled dreams of 
Swaraj. It is indeed significant that this 
all-round resurgence in Uttarakhand also 
in a way represents the discontent and 
resentment of the depressed sections of all 
the backward regions who, in the words 
of Gandhiji, arc being crushed under the 
burden of an ovci centralised state and 
economic structures as.<«ociaied with it. 

In this background, the awakened people 
of Uttarakhand have not only unmasked 
the insensitivity and lack of concern of 
those in authority towards the local people 
but have also shown how out of tunc is 
the thinking of the estabii.shment-orientcd 
urban intellectuals and elites with the local 
problems and people’s aspirations. The 
movement has also provided us with a new 
touchstone for testing the intellectitais and 
to distinguish between the real and the 
ersatz in their thinking. It has confronted 
both the political leaders and the intel¬ 
ligentsia of Uttarakhand with new ques¬ 
tions and challenges be.sides opening out 
for them new opptuiunitics. "ntis move¬ 
ment now requires of them a renewed 
effort for linking national development 
with regional aspirations and the national 
interest with the regional interest. At the 
.same time, they .should put an end to the 
practice of imposing on the local com¬ 
munities development programmes 
worked out at the top. They should instead 
give recognition only to such development 
and nation- building programmes as have 
been conceived and tested with people’s 


participation, and by building up a new 
system based on decentralisation of state 
power and financial resources should give 
a new direction to development to make 
it deeply routed in the social milieu at the 
regional and local level. 

The main inspiration behind (he 
Uttarakhand movement has been the 
impulse to give a new direction to nation- 
buildinganddevelopment by strengthening 
them at (he local, regional level. It will be 
an injustice to this movement to limit this 
inspiration for multi-pronged transforma¬ 
tion to merely a programme for creating 
a .separate .state. Tliis myopic one-point 
programme may help achieve the .selfish 
objective of the a.spirants for power but 
it does not hold out any hope for fulfilmeitt 
of the dreams of the common people in 
the region. This movement needs far¬ 
sightedness, not a shortsighted approach 
to serve some immediate interest. It also 
calls for blending of thinking with action, 
vision with reality and together with 
making the top nmgs responsible toward.s 
the lower ones, for making the people at 
(he bottom participants in decision-making 
and arbiters pf their own destiny. To 
achieve these objectives what is required 
is a ‘Nav Vichar Manch' which may give 
a constructive direction to the awakened 
people of the region. 

In the absence of a theoretical, 
intellectual basis, the people’s awakening 
and the movement in Uttarakhand are not 
only stagnating but are also almost on (he 
point of disintegration. Even if a hilt state 
comes into existence through the centre’s 
intervention, in the adscnce of a proper 
direction by a strong think-tank it will nut 
be very succc.s.srul. It will, no doubt, help 
in giving prominence to the newly emer¬ 
ging power hungry sections as a new 
governing class, but that it will turn the 
alienation of the state from the people, 
which had given rise to the Uttarakhand 
movement, into a deeper chasm and 
estrangement between (he people and the 
new ruling class is certain. Without 
spreading awareness at (he grass tools 
level, and without forniululing a {K-ople 
sensitive programme and people’s 
organisation to carry ii out, the end result 
of a hill .Slate will he ju..l a chief mini.sler, 
a few ministers, some adininisirators and 
emergence and strengthening of a ruling 
class through some posts of MLAs. 

To think that mere formation of a hill 
state without infonned intervention and 
people's initiative would automatically 
bring about a basic change in the situation 
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IS to live under an illusion. The foremost 
need is to look into the problem of 
Uttarakhand in all its aspects, prepare a 
plan of action irn that basis and launch a 
campaign for its implementation. For this 
ptirpuse. the intellectuals and social 
workers, both inside and outside 
Uttarakhand, will have to come together. 
The first .step in this direction should be 
the immediate formation of a working 
group for preparation of a comprehcn.sive 
report on the Uttarakhand problem and an 
iigetidn for .social intervention for its 
solution. Till now the movement has been 
tociKscd on creation of a hill .state. No 
.serious thought has been given to what its 
contours should be, what should be its 
structure and its priorities. The movement 
has not even provided any indication of 
a new direction to thinking and action on 
ilie.se issues. 

It is important to note in this context that 
while UUarnkhnnd is well endowed in 
natural and physical resouR-es, it also has 
a siKicly rich in human re.sourccs and 
talent wiiich has earned universal recug- 
niiiun for its cuniribulion in all important 
areas like politics, science, social sciences, 
liti'ralure, art, culture and medicine. At the 
same time, Uttarakhand is an integral part 
of the chain of the states in the vast 
Himalayan region which uie both parts of 
the country and Uiit also linked with some 
neighbouring countries. In this back* 
ground, thinking, rc.scarch, and pro¬ 
grammes for Uttiuakhand should nut he 
restricted to this region alone; there are 
itemcndous possibilities and opportunities 
for drawing all the states of the Himalayan 
region and the neighbouring countries in 
th is endeavour. In fact, it wi 11 be appropriate 
to form a separate tninisti^ for hill arcus 
at the centre to co-oRiinutc action on these 
lines. 

Uttarakhand had intimate inler- 
rclutinnship and economic and cultural 
exchanges with the nciglibouring states 
and territories before independence. 
However, colonialism had disrupted and 
destroyed lhe.se relations, liven after the 
end of colonialism and the emergence of 
a free India with its indcfiendcnt pro- 
gramnicof nation-building, these relations 
could not be restored. 1'oday, in taking 
initiative to re-establish these links, not 
only Uttarakhand but all the Himalayan 
states will get valuable opportunities to 
l>encfa thcin.scives. Lnnd, water, forests, 
envimnment, animal husbandry and issues 
arising therefrom arc in many ways 
common to all the .states in the region and 
in meeting the challenges ari-sing from 
them a collective approach in terms of 
thinking, research, policy formation and 
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plan ning at the scientific and technological 
levels will prove immensely useful. As 
great is the challenge of striking a balance 
between tradition and modernity for the 
people in thisregion, so are the possibilities 
embedded in it fur constructive and co¬ 
operative endeavours. The bitter truth is 
that considering the speed at which the 
traditional economy, society, culture and 
even environment have bran disrupted 
and destroyed over the decades, whatever 
constructive initiative we have taken, 
interventions we have made and thinking 
we have be.stowcd are not only woefully 
inadequate to match the challenges: they 
are also vitiated and motivated by .self- 
interest and hence are likely to make the 
situation more serious. 

It needs to be noted that compared to 
other hill states Uttarakhand so far h.is 
been a |x;accful region where discontent 
and resentment undoubtedly prevail 
but the door to peaceful solution of the 
problem is still open and also has wide 


acceptance. If the efforts to findasolution 
to the problems of the region are not 
speeded up, how long this comparatively 
peaceful atmos^ere will be maintained 
is difficult to predict. At the same time, 
economic and social chaos and simmer¬ 
ing discontent, which destroy the inner 
positive qualities of the people, are in 
.some ways more dangerous than an open 
revolt. The establishment of an Uttara¬ 
khand state is a necessary but not a suffi¬ 
cient pre-condition to grapple with this 
situation. 

The people's awakening in Uttarakhand 
is the biggest achievement of the five 
decades of independence. This awakening 
has also helped in making the educated 
sections in the region and outside awsuc 
of their social re-sponsibility. Only the 
educated can impart intellectual under¬ 
standing and direction to this awakening, 
for which new opponunitie.s and pos¬ 
sibilities have now emerged on a large 
scale. 


Essential Medicines and International 
Ikade 


Wishvas Kane 


New international agreements on trade need to be monitored and 
analysed to assess how they affect people’s access to medicines. 


“WHiiN trade agreements affect health, 
WHO must be involved from the 
beginning”, WHO director-gcncral Gro 
Harlem Brundtlar.d told delegates at the 
52nd World Hcaldi Assembly (WHA). 
“Wc need to analyse and monitor how new 
international agreements can support 
public health.” 

Brundtiand was speaking following the 
pa-ssage of a resolution on WHO’s Revised 
Drug Strategy (RDS), When originally 
proposed at last year’s World Health 
Assembly the resolution caused con¬ 
siderable debate and was referred back to 
WHO's executive board. TTk final text was 
pas.sed un.'inimou.sly in 1999 WHA which 
was held at Geneva from May 17-25,1999, 
It reficcts a broad consensus which resul¬ 
ted from an executive board working group 
consisting of 59 countries. 

Despite inipruvcd global availability, at 
least one-third of the world's population 
still tacks access to essential drugs. "The 
inequalities are striking*' says Jonathan 
Quick, director of Essential Drugs and 
Other Medicines at WHO. “In developed 
countries a course of antibiotics can be 
bought for the equivalent of two or three 


hours' wages. One year's treatment for 
HIV infection costs the equivalent of four 
to six months’ salary. And the majority 
of drug costs arc rei mbutsed. In developing 
countries, a full course of antibiotics to 
cure simple pneumonia may cost one 
month's wages. In many of these countries 
one year's HIV treatment - if it were 
purchased - would consume 30 years’ 
income. And the majority of thehouseholds 
must buy medicines with money from their 
own pockets.’’ 

Many WHO member states have 
cxprcs.sed concern about the possible 
impact of the World Trade Organisation 
Cf/TO) agreement on intellectual property 
rights Agreement on trade-related aspects 
of intellectual property rights (TRIPs). 
Some fear that TRIPs requirements for 
intellectual property rights could lead to 
a higher cost burden for newer, patent- 
protected essential drugs, further reducing 
access to health care. Others emphasise 
that TRIPs will stimulate research for 
needed new drugs. 

The proposed resolution on the RDS 
clearly provides a definite role for the 
WHO to monitor the consequences of 
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international trade agreements for public 
health and assist countries in their effcnts 
to safeguard public health while imple* 
mcnting these agreements. The resolution 
calls for national governments to “enact 
and enforce legislation or regulation in 
accordance with the principles of the WHO 
Ethical Criteria for Medicinal Drug 
promotions" and for WHO to devise a 
comprehensive strategy to implement the 
principles for that document. 

There are legitimate concerns about the 
negative effects of the implementation of 
some international trade agreements such 
as TRIPs will have on access to drugs. 
Hereareafewexamples: Newpatent legis¬ 
lation will have an effect on local manu- 
t'acturing capacity. Enforcement of the 
WTO regulations will remove a source of 
innovative quality drugs on which the 
pc)orcrcouniricsdcpend(//lAfA,January 1, 
1999, vol 281, No 4). 

The number of patented essential drugs 
will increase in the coming years. Patents 
lead to higher drug prices which form a 
harrier to access. A number of drugs 
considered essential from a health point 
of vie w are not on the WHO essential drug 
list for this exact reason. 

Patent protection for 20 years will 
increase the access gap between north and 
the south. This raises the question; Should 
developing countries have to wait for 20 
years before they can access innovations? 

Germany is currently holding the 
presidency of the European Union (EU). 
Thcpo.siiionofihcEU is: While the burden 
»f disea.se is growing worldwide, in 
particular in developing countries, one- 
third of the world’s population still has 
no guaranteed access to essential drugs, 
rational use of drugs and drug quality. A 
high level of health protection is a 
fundamental objective of EU. Therefore 
HU has participated actively in the process 
of negotiating the adopted resolution on 
the ROS and can accept the achieved 
result which respects the balance between 
health and trade inlerc.st.s. within the scope 
of the TRIPs regulations. 

Health Action International (HAl) 
organised, in collabortion with Medccina 
•Sans Prontieres (MSP) and Consumer 
I’roject on Technology (CPT), a special 
meeting for the Assembly delegates on 
'Access to Essential Drugs: International 
Trade Agreements and Public Health’. 
During the meeting attended by more than 
f>4 representatives of national delegation.s, 

^ ■ NGOs, industry and press, Jamie Love of 
ihc US-based CPT de.scribcd the various 
options that countries have in imple¬ 
menting trade agreements while improving 
access to needed medicines. Some 


examples included parallel importing and 
compulsmy licensing. 

On March 26. 1999 more than 120 
delegates from 30 countries met at the 
Palais des Nations in Geneva to examine 
compulsory licensing as one potential 
strategy to confront the growing crisis of 
access to essential medicines in the 
developing world. This crisis leaves 
millions suffering and vulnerable tocurahlc 
or treatable diseases. 'The HIV/AIDS 
pandemic illustrates the magnitude of the 
problem. Their cost puts them out of reach 
to all but a small fraction of people of the 
developing world. 

Medicines for other life-threatening 
disea.scs .such as tuberculosis, malaria, and 
meningitis arc equally out of reach to 
millions of inhabitants of the developing 
world. In the case of TB, most of the 
1 ,(X),000 people suffering from multi-drug 
resistant .strains are unable to afford the 
new standard combi nation treatment which 
is priced at approximately US$ 1 S,00U per 
course. Both local and NGO physicians 
work daily with the knowledge that high 
drug prices mean that a significant portion 
of their patients arc dying unnecessarily. 

One has to look at the practical con¬ 
siderations of using compulsory licensing, 
which allow legal suppression of drug 
patents, as a means of making drug.s more 
affordable in ptxir countries. Conipul.sory 
licensing, a feature of the new TRIPs 
Agreement has been historically used by 
countries to serve the greater gixid of 
society by restricting tlic monopoly rights 
of patent holders. This initiative is neither 
in conflict with TRIPs, the cornerstone of 
the WI'O’s provisions on intellectual 
property, nor any multilateral agreement 
on trade or intellectual property. 

Lower prices in developing countries 
would nut he a serious threat to research 
and development funding because they 
account for a small percentage of overall 
pharmaceutical sales. Compulsory licen¬ 
sing finds its legal basis in Article 31 of 
the TRIPs agreement. The agreement says 
that member slates may “use the subject 
of a patent without the authorisation of 
a right holdei including use by the 
government or third parties authorised by 
the government” when justified by public 
interest. Article 31 also says that “the right 
holder shall be paid adequate remuneration 
taking into account the economic value of 
the authorisation”. 

Although, according to a statement 
released before ilie meeting, the US 
government “docs not generally support 
the compulsory licence of patents...and 
regards compulsory licensing as un¬ 
necessary” it has liberally applied this tool 


in its own domestic market in hundred: 
of cases. Licences on patents have beet 
granted in diverse fields includin] 
biotechnology, pharmaceuticals, aero 
space, military ti^noiogy, air pollution 
computers, and nuclear eneigy. Ute US 
has traditionally used compulsory licence: 
to counteract anti-competitive practica 
and a significant number have been grantei 
royalty-free. In addition, many have beet 
authorised for non-commercial govern¬ 
ment use. 

The Indian drug industry is a gooc 
cxanipleof what happens when companies 
are given the authority to produce drugs 
for the local inarkei without paying daunt¬ 
ing licensing fees. Under TRIPs, enmpul 
sory licences could be granted to product 
c.s.sential medicines to treat life-thrcateniiif 
di.seascs, mimicking the currenti) 
unregulated system in India. Currently 
Lariam, a treatment for malaria costs 
US$37 in the US and US.t 4 in India while 
the AIDS treatment A'AT costs US$ 23^ 
per month in the US and US$ 48 in India 
Developing countries that have applict 
TRIPs have nut mode full use of llu 
flexibility of inlcrnatiotial trade law cithci 
because of lack of knowledge of thcii 
rights or Isccausc of pressure from the 
west. Confci’cpcc presenters advised dele¬ 
gates from developing countries to inquire 
about the status of theii domestic lav 
provisions for compulsory licences am 
parulicl imports and lobby to change law: 
if they are more restrictive than the TRIP 
agreement demands. Tliey also pointec 
out that if domestic governments rcr]ues 
it, technical assistance to become TRIP: 
compliant is available from Worli 
Intellectual Property Organisation (WiPO) 
Ultimately, the right of a country ti 
safeguard the health of its cilixens parih 
depends on access to essential medicine! 
and we must focus on improving thi: 
access. Medical professionals in thi 
developing woi Id refuse to accept the fuc 
that their patients are dying beca is( 
multinational pharmaceutical companies 
with the heipoftheir national governments 
are distorting international trade law tc 
keep the price of c.sscntial medicines higi 
in developing countries. 

ITIiis ailictc hat heen ct>mr>ilo(l Ifoiii <hr tlaii 
.supplied by Mvalih Aclion iniernalion:il. Penang; 
Maliysia.) 
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External Aid in Elementary Education 

A Double-Edged Sword 

Vimala Kamachandran 

// exlernally-aided projects in elementary education remain outside 
the system, as they are tending to he, what purpose do they serve in 
the long run ? Structures created to implement donor-aided projects 
should not he allowed to become contentious issues in educational 
administration. 


TILL the inid-198(K the government of 
India did not reach out to external funds 
tor elementary education. The first ele¬ 
mentary education project to be funded 
by an external donor was the I^PID sup- 
jxirted Andhra Pradesh Primary Kducalion 
Project (1986) followed by the Sida- 
assisted Rajasthan Shikshu Karmi Project 
(1987). It can be .sately argued that the 
National Policy on Education of 1986 
reo|wncd the debate on external funding, 
it was during the Rajiv Gandhi era when 
P V Narasimha Rao was the minister for 
human resource development that the 
government took a decision to invite 
external funding in elementary education. 
Since then there has been no looking 
back. An interesting range of special 
projects were introduced with external 
funds between 1987 and 1995, namely: 
(1) Andhra Pradesh Primary Hduention 
Project with British ODA support in 1986 
(in 1992-93 this was subsumed under 
DPHP). (2) Rajasthan Shiksha Karmi 
Project with Sida support in 1987 
(Swedish aid withdrawn in 1998 after the 
nuclear tests). (.)) Mahila Samakhya 
(Education for Women’s Equality) was 
launched in Karnataka, Uttar Pradesh, 
Gujarat and Andhra Pradesh with Assis¬ 
tance from the Netherlands in 1988-90. 
(4) Bihiir Education Project with UN ICEf- 
support in 1990, later subsumed under 
DPEP. (5) Uttar Pradesh Basic Education 
Project with World Bank aid in 1991 later 
subsumed into DPEP. (6) Rajasthan Lok 
Jumbish with Sida support in 1992 
(Swedish aid withdrawn in 1998 and the 
government is now in the process of 
negotiating support with DFID - the 
British overseas development corpora¬ 
tion). (7) District Primary Education 
Project with World Bank loan and bilateral 
aid front DFID, EU and other bilateral 
agencies in 1993-94. (8) Joint UN System 
primary education initiative in 1996-97. 

During 1992-97 external assistance in 
education contributed less thatt 5 per cent 
of the total of Rs 9,201 crore spent by 
the government (central and state) on 
elementary cduc,ttion. Of this a major 


chunk of Rs 450 crore was in the form 
of loans from the World Bank. According 
to government estimates, during the Ninth 
Five-Year Plan (1997-2002) external 
assistance is estimated to increase signi¬ 
ficantly to Rs 4,300 crore of which the 
loan component from the World Bunk is 
Rs 3.700 crore. The Eighth Plan outlay 
(1992-97) of cxtemally-aided projects in 
the elementary education sector was 
Rs 613.62 crore as compared to that in 
the Seventh Plan (1987-92) which was a 
modest Rs 8.62 crore. Projcctwisc 
expenditure during the Eighth Plan was 
as follows the table. In addition to the 
above there are a few other small-scale 
externally-aided projects, namely. 
Population Education in Adult Education 
is supported by UNFPA and routed 
through the National Council for Educa¬ 
tional Research and Training (NCERT). 
Similarly, the UNFPA and UNICEF" al.so 
support specific activities like training, 
material production, study tours and so 
on in India. However, this assistance is 
small and channelled to specific project 
components in different institutions in 
India. 

riie question that is rarely asked is the 
role of external resources in our effort to 
achieve universal elementary education. 
People working within the system - at the 
GOl level and in state government - say 
that a very large proportion of routine 
nun-plan expenditure in education goes 
into salaries. The government does nut 
have the resources to improve the quality 
of education. Therefore, important areas 


like in-service training, school environ¬ 
ment, infrastructure and so on continue 
to be neglected. On the other hand, people 
who have been watching the imple¬ 
mentation of donor-assisted program¬ 
mes say that these special programmes 
set up parallel structures and do not give 
the needed inputs to the mainline primary 
education .system. With the exception of 
DPEP, which is designed to work with 
the system and improve the quality and 
outreach of primary education, most other 
'special projects’ have little influence 
on the mainstream. Shikshu Karmi created 
an entirely new cadre of para teachers. 
However, given that it catered to children 
in remote areas where teacher absenteeism 
is high, most observers say that investment 
in a parallel structure is justified. 

Another contentious issue is the 
management structure adopted to imple¬ 
ment externally aided projects. It is 
intere.sting that almost alll the donor-aided 
projects are implemented through auto¬ 
nomous societies registered under 
Societies Registration Act of 1860. In. 
1986-87 the governments of India and 
Rajasthan agreed to set up a society called 
Shiksha Karmi Board to implement the 
Swedish-assisted innovative education 
programme. This govcrnment-sponsorefl 
NGO w'as registered under the Socictic.s 
Registration Act, almost like any other 
NGO in India. There was, however, one 
significnat difference. The formal head of 
the siK'icty is the education .secretary of 
the .state. This structure, it was hoped, 
would provide the flexibility and openness 
of NGOs along side the outreach, legiti¬ 
macy and authority of the government. 
Funds meant for the project would be 
’safe’ and not absorbed into the general 
treasury account of the state. Given the 
perceived inflexibility of mainstream 
structures, this was also seen as a necessary 
mechanism to reach out to children in 
remote areas through paraprofcssional 
teachers and to mobi lise girls. It was argued 
that relaxing rules for recruitment and 
organising intensive ongoing support and 
training would not be possible within 
tlie rigid formal school system. And even 
if the formal system can accommodate 


'I .\bi.k: Ewirni Pla.s (1W2-97) Outlay anu Actual Expenditure 

(Rs in crorr) 


Name ol Pr 'Ccl 

Approved Outlay 

Actual Expenditure 

Rajasthan Shiksha Karmi (Sida) 

3.S.OO 

29.41 

Kajastiuii 1 ok Jumbish (Sida) 

90.00 

63.93 

Hiliar LtliieaiKin I’roject (I)NICF.I') 

118.00 

5R.96 

Maliila Satiiakhya (Netherlands Oovernment) 

51.00 

18.44 

1' P Basic IMiicalion Project (World Bank) 

1.00 

0.20 

South Orissa Priiject (Source not available) 

5.00 

0.20 

District Primary Education Projects (Multiple .Sources) 

230.00 

512.99 

folal 

530.00 

683.33 


Sounw Ministry of Buman Resouicc Development, Covcminent of India. 
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‘para teachers’ (as it is being done under 
the Education Guarantee Scheme in 
Madhya Pradesh), administrators 
were waryofcadieformation and unionis¬ 
ation. Societies provided a ‘nice halfway 
hou.<>e'. 

The Rajasthan Shiksha Karmi Board 
set a new precedent. Subsequently almost 
every donor-aided education projects and 
even the total literacy campaign (which 
is not externally assisted) adopt^ this 
structure. The government set up regi¬ 
stered societies under the formal leader¬ 
ship and control of the civil service (edu¬ 
cation secretaries or district collectors). 
Empowered committees were constituted 
with nominees of the state government, 
the government of India and sections of 
civil society. The World Bank-assisted 
District Primary Education Project (DPEP) 
also adopted this model. State-level 
st)Cieties manage the programme. In 
some states there are also district-level 
societies. However, there are variations 
across states, with the decision toestahlish 
district-level s(x:icties left to the state 
governments. A specialised unit manages 
DPEP at the GOl level. Educational 
Consultants India (a GOl corporation) is 
used to hire project consultants and 
experts. For all practical purposes these 
societies arc controlled by the formal 
udmini.strative system, with their auto¬ 
nomy limited to the flow of funds and in 
some cases, recruitment policies. 

Fl.KXIUUi STR'JCriJRI-S 

(Officials who created thc.se structures 
argue that bypas.sing the mainstream was 
necessary to ensure greater flexibility on 
the one hand and tighter financial control 
on the other. Smooth flow of funds, greater 
flexibility, genuine decentralisation and 
appointment of committed people (not 
just experienced people) make a dif¬ 
ference. They also say that as long as 
mainstream systems remain rigid, the 
government cannot but create autnomous 
structures. Bypassing the main artery 
becomes a necessity when it is clogged, 
atrophied or fossilised. 

How does this structure interact with 
the mainstream? Experiences of different 
state level structures reveal a disturbingly 
mixed picture. While innovation, flexi¬ 
bility and pesponsi veness are hailed a.s the 
hallmark of these structures, they essen¬ 
tially remain outside the mainstream. For 
example, the Mahila Samakhya Societies 
(implementing the Dutch-assisted 
women’s empowerment programme) in 
Karnataka, Andhra Pradesh, Gujarat and 
Uttar Pradesh have been able to reach out 
to poor rural women and involve them in 
empowering the educational processes. 
The interaction of these .structures with 


the mainline education department is 
minimal, even though the education 
secretary of the state is the chairperson 
of the sxKicly, They are islands of sorts. 
Similarly, the Lok Jumbish and Shiksha 
Karrai (both formerly Swedish-assisled 
programmes) projects have al^o managed 
to initiate painstaking processes to reach 
out to their target population, the very 
poor. 

Reportedly these special projects have 
been able toercate adifferent work culture. 
Monitoring mechanisms are tight and 
officials working in these projects admit 
that accountability to the donor makes a 
difference. Liberal systems for travel and 
other allowances go a long way in 
motivating workers. The flip side is that 
(here is also greater scope for ‘misuse’ 
of flexible procedures - e.specialty in 
appointing support organisations, 
subcontracting project-rclotcd work, 
hiring consultants, authorising foreign 
travel and so on. Officers in externally- 
aided projects travel abroad, have access 
to vehicles and arc governed by more 
liberal rules. Unfortunately, these facilities 
create imbalances, creating jealousies and 
even pits them against workera in the 
formal system. There have been cases 
where mainline admini.strators create 
financial and other bottlenecks when 
they feel that the 'gcMidies' arc not shared 
or believe that proper procedures arc 
not being followed for awarding sub¬ 
contracts. 

There is also the problem of ownership. 
In some projects the leaders claim that 
their work is unique and different. 
Constant comparison with the ‘ineffective 
mainstream' alienates officials working 
in the main system. This could threaten 
the very survival of special projects. .Some 
oKservers argue that creating a sense of 
ownership, especially in the mainline 
primary education system, is not seen as 
a priority in some projects. Uniqueness, 
innovativeness, charisma or brilliance of 
project leaders and its identity as being 
‘different' ultimately pits it against the 
main.strcam. Some special projects are 
totally identified with their leaders and 
the achievements (however valuable) of 
people down the line gets little visibility. 
As a result, donors and officials in the 
mainstream arc made to believe that one 
particular kind of leadership is necessary 
for success. Ordinary, run-of-the-mill civil 
servants cannot be substitutes for dynamic 
and creative leadership. It is indeed 
unfortunatethat wein India are particularly 
vulnerable to this style of leadership and 
management. Be it political panies, NGOs 
or special programmes, the primacy of the 
leader over the 'idea' and charisma over 
systems are indeed disturbing trends. 


In such situations, conflict between 
the mainline and the special projects 
precipitates when there is a change of 
government and the new incumbent (civil 
.servant or political leader) want to 
renegotiate the relationship between the 
.society and the government. The nomi¬ 
nation of new people to the empowered 
committee, finding space for supporters, 
demand for greater financial account¬ 
ability or use of the project funds to 
announce special programmes - ail these 
become contentious issues. What is the 
net result? 

If externally aided projects remain 
outside the system and fail to make a dent 
in the mainstream education bureaucracy, 
one has to ask whether India really needs 
such stnicturcs. If external aid is being 
harnes.sed to improve outreach andquality 
- (hen sustainability issues have to be 
addressed seriously. If the structures 
created to i mpicmeiit donor-aided projects 
become contentious issues in educational 
administration, then the government and 
the donors have to take serious note of 
it. In the last five years, almost all the 
donors insist on autonomous structures to 
implement projects in other social sectors. 
The World Bank and other important 
donors working in India appear to have 
taken a policy»deci.si(>n to promote aulo- 
numuus societies. 

The time has come to pool national 
experience and undertake a serious review 
of autonomous societies. If autonomy 
really helps in implementing donor-aided 
social sector programmes then existing 
societies should be made genuinely 
autonomous, and there should be no scope 
for day-to-day administrative and political 
interference. Making societies genuinely 
democratic and transparent could help us 
address is.sucs related to leadership and 
control. This is of particular importance 
when it comes to financial accountability 
and transparency in pnxrcdures for making 
grants, recruitment and awarding con¬ 
tracts. On the other hand, if our experi¬ 
ence has not been goo<l, we should find 
some other mechanism to assure bilateral 
and multilateral donors and the World 
Bank that project funds will he safe. 
Creating a facade of autonomy and 
decentralisation helps no one ■ least of 
all the donors. 
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Women^s Keservauon ana 

Democratisation 

An Alternative Perspective 

Vasiinthi Raman 

Reservation for women in elected bodies must be seen as gender 
justice both within and between communities. Indian society today is 
witnessing a cri,ss-cros,sing of movements of various oppressed groups 
which pull in different and .sometimes even opposite directions. The 
.struggle for gender equality must be woven into the struggle for 
emancipation of each of the oppres.sed group.s. 


INDIAN society has been passing through 
a prolonged phase of social strife on 
account of ever new social communities 
and groups pressing their entitlements. 
Therefore, in a very substantial .sense, the 
women's reservation bill and the discus¬ 
sions around it mirror the current social 
turmoil in Indian society and the contes¬ 
tations for access to power and resources 
between the traditionally deprived and 
disadvantaged sections and those who have 
continued to be stKially and economically 
dominant. 

Women have for centuries been part of 
the Inidilionally deprived sections of 
society and attempts to open access to 
}x>wer and resources for them as part of 
a wider democratisation process are very 
much in order. However, having said this, 
it must be recognised that the task is 
difficult in view of age-old attitudes and 
structures which have been used to keep 
women in subjugation. Achieving any 
measure of success on lliis front calls for 
carefully negotiating the extremely com¬ 
plex, segmented and stratified hierarchi¬ 
cal social order which has served as the 
source of denial to women of any kind of 
autonomy and power along with the other 
socially and economically deprived .sec¬ 
tions of Indian society. 

At least two distinct and clearly articu¬ 
lated, though opposed, positions with 
regard to the bill liave emerged. The first 
position is that a blanket one-third rc.ser- 
vation would assure representation to 
women in legislative bodies, particularly 
in the context of their progressively de¬ 
clining numbers in parliament and state 
assemblies since independence. 

One assumption underlying this posi¬ 
tion is that women constitute a distinct 
siKial category and other discriminations 
which distinguish one group of women 
from another arc hardly relevant for en¬ 
suring their empowerment so long as their 
overall representation is assured. As time 
passes, women belonging to deprived 
social communities and groups would see 


the stxrial and political benefits of rep- 
re.scntation and would begin to make a bid 
for positions of power and authority. 
Whether this will indeed haf^n in view 
of the serious structural constraints within 
which the deprived and disadvantaged 
social communities, including the women 
within them, operate is something that this 
position doe.s not addre.s.s seriously. 

The other position is one of opposition 
to the bill in its present form on the ground 
that it is likely to exclude women from the 
OBCs and the minorities. Almo.st all the 
political partie.s except the CPI and the 
CPI(M) are deeply divided on this issue. 
The BJP leadership is in favour of the hill 
in its present form, even though one of 
its women MPs had expressed rc.serva- 
tions on the ground that OBC women were 
likely to get excluded. Ncedlu.s.s to say. 
there is also a strong resistance on the part 
of a considerable number of political 
leaders to ‘encroachments’’ into what has 
been a traditionally male preserve. 

The protagonists of the bill highlight the 
traditionally sanctioned exclusion of 
women from the public sphere as crucial. 
Emphasising the dimension of gender 
oppression at the expense of other oppres¬ 
sions (of caste, ethnicity, class, religion, etc) 
glo.sscs over the complex and intricate 
ways in which gender oppression is 
embedded in these categories. Historically, 
women's suppression has no doubt been 
very important in maintaining upper ca.sie 
exicusivity and hegemony. Affirmative 
action for women would certainly play a 
role in undermining male and upper caste 
dominance. Even so,certain recent develop¬ 
ments suggest the need for addressing 
gender oppression in more subtle and 
nuiUK'cdwaysifaccesslopowcriind resrxuces 
to all colcgorics of women is to be ensured. 

One recent development relates to the 
increasing presence and vi.sn)ility of 
women, particularly in education and 
administration (and this in spite of the 
decreasing representation of women in 
parliamcnt).Thc stratum of women who 


■ a^vai aaaw^va va MCW 

development procetss have been women 
from die upper caste, middle classes. Even 
a cursory look at the educational institu¬ 
tions and government bureaucracy will 
confirm this. 

This phenomenon has to be seen in the 
context of the overall performance and 
ensconcement of the upper caste, edu¬ 
cated middle classes in the structures of 
government and administration. Con¬ 
versely, women (and men) from the sub¬ 
altern groups and classes have by and large 
been marginalised by the development 
process, lliat these groups are SCs, STs, 
OBCs and minority groups (particularly 
Muslims) needs to be emphasised. The 
liberalisation policies since the eightie.s 
have only sharpened the polarising thrust 
of the development paradigm pursued so 
far with the cushion of the welfare state 
finally abandoned in the nineties. The 
pursuit of the neo-libcral paradigm has 
heightened traditional social and economic 
differences of caste, class, religion and 
ethnicity, and women have only got more. 
and not less embedded in their groups, 
leading to greater differentiation among 
them. This also accounts for the differen¬ 
tial political articulation among women. 
The rc.sponses to the Mandal commission 
recommendations and the uniform civil 
code debate testify to this. 

The Mandal issue in fact posed the 
question of democratisation of Indian 
society in a very .sharp way. The response 
to Mandal, at one level hysterical oppo¬ 
sition on the part of the upper castes (with 
women playing an active role) and at 
another level one of opportunistic support 
on the part of all political parties, is a 
significaiu pointer to the importance of the 
issue, pailicularly with regard to eroding 
upper caste hegemony over the adminis¬ 
tration. After all, it should not be over¬ 
looked that it is the OBCs and the Muslims 
(given their numerical strength and, more 
importantly, tlieir social location) whocan 
pose a real challenge to the hegentony of 
the upper castes and not the SCs and STs. 
That is why even the most reactionary 
proponents of upper caste dominance can 
be patronising with regard to the SCs and 
STs but become hysterical in their oppo¬ 
sition to the demands of the OBCs and 
the minorities, panicutarly the Muslims. 

The fact that the emancipatory slogans 
of the women's movement of the seven¬ 
ties and the early eighties have been hi¬ 
jacked by the Hindu right to consolidate 
thetrholdoveruppercasteeducatedmiddie 
clasties (with the iauer actively participat¬ 
ing in the conflagration of the nineties), 
is Evidence enough of the consolidation 
of the forces of the status quo. That there 
is .some realisation of this is clear from 
the unease and even the retreat from an 
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unequivocal support to tiw uniform civil 
code on the pm of many national iewl 
women’s organisations. In fact, both the 
issue of women's reservation and the 
question of the uniform civil cixle are 
good examples of how gender justice can 
be made a casualty precisely because it has 
been posed in terms whereby the specific 
social and historical roots of gender in¬ 
equality both within and between commu¬ 
nities have been ignored. 

What is happening to Indian society is 
a criss-crossing of movements of various 
oppressed sections. Often these movements 
pull in different and even opposite direc¬ 
tions, thus defeating the democratisation 
process in the short run. It is a challenging 
task both for the leaders of these move¬ 
ments and social analysts to unravel the 
myriad oppressions that characterise 
Indian society and to draw out the major 
strand which will strengthen and contri- 
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bum to the overall proce» of democrati¬ 
sation of society. The levers of change 
have to be sought in an overall democrati¬ 
sation of society. In a plural society like 
ours, the political system has to ensure a 
modicum of equality between all the groups 
and communities if history’s longest 
oppression is to be seriously tackled. This 
would imply that the struggle for gender 
justice and equality will have to be woven 
into the .struggle for emancipation of each 
of the oppressed groups and communities. 

Theeighty-firstamendmentbillisa good 
example of how the aspirations of one 
group are pitted against those of another. 
The bill in its present form will willy-nilly 
strengthen and shore up the interests of 
the dominant groups. On the other hand, 
women’s rcprc.sentution from all section.s 
will not only be more democratic, but will 
also contribute signiflcantly to the demo- 
cralisation process within communities. 


Himachal Pradesh: Voters’ Apathy 
Costs Congress Dear 

T R Sharma 


Though Kargil sentiment, the BJF-HVC alliance and the Vajpayee 
factor contributed their mite to the BJP-HVC’s sweep of Lok Sabha 
elections in Hemachal Pradesh, it wos the low voter turnout, which 
affected the electoral prospects of the Congress more than that of the 
BJP-HVC combine, which decisively tilted the scales in favour of the 
latter. 


BOTH in terms of votes pi>lled and seats 
won. the performance of the BJP-HVC 
(Himachal Vikas Congress) in the 1999 
luik Sabha elections in Himachal Pradesh 
(HP) has been spectacular. During 20 years 
of its existence, the BJP never had it so 
good. The BJP-HVC combine bagged .58.2 
per cent of the votes polled and made a 
complete sweep by winning all the four 
I.x)k Sabha seats. On the other hand, the 
performance of the Congress in this elec¬ 
tion has been the most dismal one. The 
only other time when the party had it so 
bad was way back in 1977. The party 
failed to win any seat and polled just 
39.2 per cent votes, which is less than 
1 per cent higher than the votes polled by 
it in 1977. 

The factors responsible for the Con¬ 
gress bashing in 1977 are widely known: 
excesses ofemergency.authoritarian trends 
and rise of extra-constitatlonal cemres of 
power, etc. However, no such factors 
account for the outcomeof 1999 elections. 
Then how does one explain this decisive 
anti-Congress and pro-BJP-HVC swing? 


There arc three major factors that partly 
explain this phenomenon. 

Among the^ three, Kargil stands out as 
the most conspicuous one. In fact, months 
before tlic actual |X)lling, theheroiedeeds of 
several Himachali officers and men were 
highlighted to the hilt. Several war heroes 

- Saurav Kalla, Vikram Batra and others 

- were eulogi.sed. The fact that a state with 
just 1 per cent of ihecounlry’s population 
accounted for over 10 per cent of the total 
casualties was no doubt creditable in it¬ 
self. But the way in which the state govern¬ 
ment honoured its heroes by according 
respect to the dead bodies and arranging 
their funeral with full state honours was 
highly commended by the masses. 

Not only this, the state government, 
despite ail sorts of financial con.straint$, 
came forward in a big way to enhance the 
ex-gratia payments to Rs S lakhs in ad¬ 
dition to other benefits to the bereaved 
families. The.se acts won it a lot of good 
will. In fact, chief minister Dhumal him¬ 
self visited all the bereaved families in the 
.state to offer personal condolences. Socm 


other ministers followed suit By and by, 
public sympathy rose in a massive way for 
the war heroes and shops and other private 
establishments began to puli down shut¬ 
ters in the whole district whertever a dead 
body arrived. There was spontaneous 
public mourning on such occasioin, thanks 
to the government initiative in this matter. 

The Congress, by conuast. hod never 
doneanyihing even distantly like this either 
during the 1962 or 1965 or 1971 wars. 
When the BJP began to earn people’s 
appreciation for its humanist concern fur 
those that were killed or injured, the 
Congress also tried to take a leaf out of 
the BJP book but it proved a damp squib, 
Probably, the fact that the chief minister 
belongs to a family of ex-scrviceinen added 
genuineness to his emotive appeal, which 
was hardly visible in the efforts of the 
Congressmen. I'he government also ini ■ 
tiated various measures for the welfare of 
ex-servicemen whoconstitutca largechunk 
of the electorate in the state. 

The second major factor that went the 
BJP way was its alliance with the HVC. 
a splintered group of the Congress led by 
Pandit Sukh Kaiti, the former telecom 
minister who was unceremoniously ousted 
from the Congress in the wake of telecom 
.scam. He had been in the party tor four 
dcciules and has definite pockets of influ¬ 
ence in the state, particularly in Mandi 
disuicl. On a couple of occasions in the 
pa.st, when the Congress was voted to 
power in the state, he has been u strong 
contender for chief ministership against 
Virbhadra Singh. In fact, after the 1993 
vidhan sabha elections, there was a neck 
and neck fight between the two and Sukh 
Ram lo.st by a whisker. 

After his expulsion from the party. Sukh 
Ram became a rallying point for all the 
unti-Virbhadra Singh elements in the 
Congress Legislative Paily and the parly 
organisation, and .such elements were nut 
few. Now, Sukh Ram has only one point 
prograimnc, i c, to .settle scores with Singh 
who. he believes, engineered the Central 
B urcau of I n vestigation (CBI) raids aga Inst 
him. To achieve his mission he has joined 
hands with the BJP. It is a coincidence that 
even in caste-teims, Dhumal and Sukh 
Ram are quite complementary; the funner 
is a r«uput and the latter a brahmin. 

When the two join hands, the two major 
castes get represented. Moi cover, the top 
leadership of Sukh Ram's own party in 
his home ground is a uniqiie mix of upper 
and lower castes. Out of the lour Ml,As 
elected on the HVr ticket (besides Sukh 
Ram him.sel0 one i.s a rajput (Mahender 
Singh), twootficr.s belong to the scheduled 
castes (Mansha Ram and Parkash (.'haudhaiy) 
and one is a tribal (Markamlya). Inciden¬ 
tally. this is equally irueof the BJP, where 
the leadership has a healthy mix of 
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brahmins (Shama Kumar and Msmm Lai) 
and rajputs (Dhumal and Surcsh Chandel). 

The Congress, on the other hand, is 
somewhat handicapped in this respect. 
There is near monopoly of rujputs in the 
party. The only brahmin leader of some 
con.scquencc in the party was late Pandit 
.Sant but he had some obvious limitations. 
Nc.<t to the rajpuLs, it is the khatri segment 
(Sal Mahajan) and the OBCs (N C Prashar) 
who are visible in the top hierarchy. The 
brahmins are few, and .scheduled ca.stes 
and .scheduled tribes are hardly able to 
dominate. In fact, the party will be well 
advised to rectify this imbalance. 

The BJP's handicap is that its electoral 
base in the apple belt is li inited. But this got 
amply comitcnsated when Sukh Ram’s 
HVC joined hands with it, for the former is 
able to wean away enough electoral .sup¬ 
port of the Congress to till the balance in 
favour of the BJP. The Congress will have 
to think in terms of joining hands with a 
couple of like-minded parties. Itnceds new 
bold initiatives to cast otf its fos.siliscd image. 

The third major factor that swung the 
pendulum in favour of the BJP-HVC combine 
was the Vajpayee factor. Having lasted 
once for 13 days and then for as many months, 
there was a general feeling among the people 
tliat he de.serves to be given a fair chance. 
Moreover, there was enougii charisma in 
him to win over the floating voters. The 
Congress, on the other hand, seemed not 
to have played its hand well ever since the 
Vajpayee government was pulled down. 

The thrust of Sonia Gandhi’s popular 
apjieal gut blunted with the issue of her 
foreign origin being blown up out of pro¬ 
portion. So long as only the BJP and its 
allies look it up, the Congress could 
unitedly counter it. But once the Congress’ 
own top leadership raised it and stretched 
it to the point of parting ways with her, 
a section of the ma.sses became doubtful 
about her leadership. 

The three factors listed above worked 
in combination to force the Congress to 
fight with its Ixick to the wall. At the height 
of the election campaign, the party seemed 
somewhat unsun: of itself. Its clan to 
mobilise its rank and file, and convert its 
support into votes was adversely affected. 
In fact, there was some element of indif¬ 
ference and apathy among the voters in 
the state, in voters of all political hues but 
more so in the Congress support base. 
More than anything else it is this indif¬ 
ference and apathy that cost the party dear. 

To some degree this was also visible in 
1998 when there was simultaneous elec¬ 
tions to the Lok Sabha and the Vidhun 
Sabha. It is quite startling for the party that 
had won ail the four Sabha .scats in 
1996 to lose tliree to tlie BJP in 1998 and to 
draw a blank in 1999. But this is not all. There 
is great humiliation in the present defeat. 
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I nerc are oa assemoiy segments in me 
state and each parliamentary constituency 
consists of 17 as.sembly segments. Data 
shows that in 1996, Congress had led in 
55 segments while the BJP had led only 
in 13. Even in 1998 the Congress was in 
a rcspccrable position. It led in 17 assem¬ 
bly segments while the BJP-HVC led in 
51. In fact, in the Vidhan Sabha poll the 
Congress won 31 seats, while the BJP got 
30 and the H VC four. (TTie three assembly 
segments went to the poll later and the 
BJP-HVC combine won all of them). But 
the 1999 Congress defeat has been total. 
The party led only in four assembly seg¬ 
ments while the BJP-HVC led in 64. In fact, 
in two constituencies it did not lead even 
in a single assembly segment, while in the 
third it led in one and in the fourth in three. 

It is the contention of this paper that 
despite Kargil, the BJP-HVC electoral tic 
up and the Vajpayee factor, the defeat of 
Congress couid not have been so humili¬ 
ating but for voters’ apathy. Todrive home 
this point it is necessary to look at the 
electoral data more clo.seiy in all the four 
constituencies separately. 

In Shimia, in the 1999 elections, the 
BJP-HVC combine registered u decline of 
28,815 votes over what they polled in 
1998. In other words, the BJP-HVC vote 
in this constituency was 28,815 higher in 
1998 and even then they had lo.st the .scat. 
But this time despite the decline in votes, 
they won it. How did this happen? This 
happened becau.se the decline was f;ir 
greater in the Congress vote. For this party, 
votes declined from 3,07,861 to 2.17,072, 
a net decline of 90,789, which is quite 
substantial by HP standards and which 
cost the party this seat. But the fact re¬ 
mains that net votes for both the Congrc.ss 
and the BJP-HVC declined. In fact, the 
total votes polled declined from 6,34,280 
in 1998 to 5.04,488 in 1999. In other 
words 1,29,792 less votes were pulled in 
(he present elections in Shimia. 

Assuming that all those who have voted 
for Congre.ss and for the BJP-HVC com¬ 
bine in 1999 had iilso voted for the .same 
parties in 1998, then the loss in votes got 
divided between them quite dispropor¬ 
tionately (28,815 for BJP-HVC and 90,789 
for the Congress which adds up to 
1,19,604). The votes of the Communist 
Party of India(CPf) declined from 13,440 
to 9,720 - a loss of 3,720. The Janta 
Dal(JD) candidate’s vote declined from 
10,219 in 1998 to 3,093 in 1999, a loss 
of 7,126. This adds up to 10,846. One can 
conclude that there was no swing for or 
against the Congress or the BJP-HVC. It 
was the relative apathy of their voters that 
accounted for the final outcome in 1999. 

The general apathy acros.s the board may 
be because of frequency of elections. In 
fact, what needs to be explained is greater 


apauiy oiuuiig yic c.uii(pcss supiiuiicrs 
and lesser among the H VC-BJP support¬ 
ers. This may be because the Congress 
changed its candidate at the last minute. 
While its earlier candidate belonged to the 
numerically large koli caste, its new can¬ 
didate was from ramdasia caste, which is 
numerically microscopic. 

As against this, the BJP-HVC put up a 
candidate who is an ex-serviceman and 
belongs to the koli caste. During the elec¬ 
tion campaign, there were attempts by the 
BJP-HVC to invoke the displeasure of the 
kolis towards the Congress for having 
dumped its tested and tried candidate who 
had won all the six elections since 1980. 

The same pattern is reflected in the 
electoral data relating to Kangra. Here the 
voter turnout in 1999 was 5,56,926 as 
compared to 6,41,802. This marks a de¬ 
cline of 84,876. The BJP-HVC vote in this 
constituency in 1998 was 3,50.458 as 
compared to 3,25,066 in 1999. Thus, the 
BJP-HVC vote declined by 25,392 and yet 
the combine won convincingly by leading 
in all the assembly .segments. This was so 
because there was greater decline in the 
Congress vote, which came down from 
2.75,449 in 1998 to 2,24,324 in 1999 - 
a decline of 51,125. Assuming that the 
voting pattern in 1999 remained the same 
as in 1998, it can be surmi.sed that out of 
84,876 voters who had voted in 1998 but 
did no: vote in 1999 as many as 51,125 
wereCongress supporters and 25,392 were 
BJP-HVC .supporters. This adds up to 
76,517. The remaining losses went to the 
JD (2.907), Samajwadi Party(SP) (1.898) 
and AIRIP (2,070) which adds up to6,825. 
In other words, although the Congress as 
well as the BJ P-H VC kept their vote banks 
intact, the voter apathy was twice as large 
among Congre.s.s supporters as among the 
BJP-HVC combine followers. 

A notable aspect of 1999 poll is that the 
BJP led in all the 17 assembly segments 
of this constituency whereas it had led in 
13 in 1998. The Congress had led in the 
remaining four. However, its lead was 
very tenuous. If we add up the votes of the 
BJPandtheHVCin 1998, the Congress led 
in Nurpur segment by 31 votes only and 
in Gangath by 17. Thus, even in 1998, it 
was a neck and neck contest in these two 
segments. Interestingly, while the Con- 
gte.s.s got a slender lead over its opponents 
in the parliamentary poll in the.se two 
assembly segments, it were the BJP can¬ 
didates who won both these assembly seats. 

In Hamirpur, the total votes polled in 
1998 were 6,40,037. The figure declined 
in 1999 to 5.59,673, registering a fall of 
80,364. The Congress vote-share, -which 
was 2,41,722 in 1998, fell to 2,06,925, a 
decline of 34,797. The BJP-HVC tally, 
which was 3,53,618 in 1998, fell to 
3,36,172 - a decline of 17,446. Assuming 
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that there was no shift in the electoral 
support of the Congress and the BJP- 
HVC, it is clear that the voter apathy was 
twice as large among the Congress suppor¬ 
ters as in the vote-bank of the BJP-HVC 
combine. In other words, the BJP-HVC 
did not gain any additional electoral sup- 
ixirt in 1999 but it was able to mobilise its 
supporters more than the Congress could. 

It is difficult to say whether or not this 
was so becau.se the BJP-HVC alliance is in 
power in the state and has ail the where¬ 
withal of mobilisation at its disposal. But 
the fact remains that there was greater 
apathy in the Congress vote-bank. Assem¬ 
bly scgmentwisc break up shows that in 
1998, the BJP had led in IS assembly 
•segments and the Congrc.ss only in two 
(Gagret and Jaswan). What accounted for 
(he Congress lead in Gagret was the fact 
that its candidate belonged to this assem¬ 
bly segment. In Jaswan, the Congress lead 
was spurious because the combined vote 
of BJP and HVC was marginally (174 
votes) larger than that of the Congress. 

It is only in the Mandi that the pattern 
witne.s$cd in the other three constituencies 
docs not prevail. Here, the vo(cr tuniout 
in 1999 was 5,28,636 as compared to 
4.90,655 in 1998 - a rise of .37,981. 
However, the margin of BJP candidate's 
victory remained the same on both occa- 
M.ms. While the BJP had a lead of 1,31,832 
over the Congress candidate in 1999, the 
party’s lead in 1998 was 1,31,025. What 
had cost the Congress the Mandi seal in 
1998 was (he fact (hat parliamentary elec¬ 
tions in all the 17 assembly .segments were 
held 3 months after the general elections 
tecausc three assembly segments of the 
constituency were snow-bound in March. 
By the time Mandi went to poll, the BJP 
government was in place both at the centre 
as well as in the state. This Mandi went 
the BJP way because three months' peritxi 
w.-is not quite enough to give rise to anti- 
incumbency .sentiments. 

A comparison of voles polled by the 
Congress candidates in the Vidhan Sabha 
elections in the 14 segments where polling 
was held in March with votes polled by 
the party candidate in the parliamentary 
poll held in June shows that the Congress 
role declined in -13 segments. The only 
exception was Rampur-Bushahar assem¬ 
bly segment which happens to be the home 
constituency of the Congress candidate, 
Pratibha Singh, wife of Virbhadra Singh, 
the then chief minister, whose family had 
been ruling the Rampur princely .state in 
the prc-independence period. 

The question that needs to be considered 
here is that if the BJP lead in 1999 re¬ 
mained the same as in 1998 then who 
benefited from the 37,981 additional votes 
polled in the present dcctiuns. It is inter¬ 
esting to note that Congress, which had 


polled 1,72.378 votes in 1998, increased 
its tally to 1.94,904 - an increase of22,526 
and yet it lost by the same margin as 
earlier. 'Phe increase in the BJP-HVC vole 
in 1999 was only a modest 13,415. In 
relative terms, the Congress not only kept 
its 1998 vote bank intact, it also increased 
its tally. Its gains were almost twice as 
large as that of its opponent. 

Notwithstanding this fact, it needs to be 
understood that BJP-HVC constitute quite 
a formidable combination in this constitu¬ 
ency. This is so because the HVC supremo 
Sukh Ram belongs to Mandi disU-ici. which 
has clear dominance in 10 of the 17 as¬ 
sembly segments of this constituency. 
Added to this is the fact that the BJP 
candidate, Maheshwar Singh, belongs to 
the royal hou.se of Kullu and three us.scni- 
bly .segments of this constituency fall in 
Kullu district. The feudal tics are still quite 
intact. It is only in Rampur assembly 
segment that the Congress is well en¬ 
trenched. Here the party maintained its 
lead in 1998 as well as in 1999. 

It is quite revealing to note that in 
comparison to 1998, the Congress vote 
increased in 1999 in nine assembly seg¬ 
ments (Kullu, Banjur, Chachiot, Nachan, 
Sundernagar, Gupalpur, Dharampur, 
Jogindernagar and prang). Itdeclined only 
in Mandi Sadar, Karsng and Balh, of which 
the first happens to he the home town of 
Sukh Ram, while the other two hup|x:n to 
be the constituencies of the two ministers 
in the present Dhumal ministry who were 


elected on the HVC ticket but were lata- 
tactically tran.srcnied to the BJP to avoid 
their hijacking. 

In one assembly segment (Ani), the 
Congress vote in the two elections re¬ 
mained virtually the same. In the three 
tribal constituencies, tltc Congress lost 
some ground but the tendency of the tribal 
electorate seems to be to go along with 
the ruling party. Even in Rampur, the 
Congress vote declined in 1999 us com¬ 
pared to 1998 because the Congress can¬ 
didate in 1999 did not have the same 
advantage as the one in 1998 becau.se of 
the latter’s family connection. 

In short, the Congress faced a crushing 
defeat in HP in 1999 losing ail the four 
seals and polling only 39 per cent vote. 
However, its vote b.'ink did not .shift. Rather 
it remained intact. But the general apathy 
among the electorate led to far lesser voter 
turnout in this election, which affected 
both the Congress as well as the BJP-HVC 
combine. Of course, the apathy among 
Congress supporters w-us more marked 
which refiects its poor campaign strategy 
and organisational inertia. The mood in 
the BJP-HVC cain|>, by contrast, has been 
quite up heat all through. The fact of the 
matter is that the Congress suffci ed in both 
ways. Where the voter lumoul declined, 
the decline in qro-Congress vote was twice 
as much as that of the BJP-HVC; where 
the voter turnout increased, the increase 
in Congress vote was not enough to tilt 
the .scales in its favour. 
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The paper attempts to analyse issues central to state initiated 
development in Nagaland. The status of earlier attempts are studied. 
The paper goes on to detail opportunities that were/are available with 
the state and civil society, and suggests that, given the historic 
opportunity available unlay because of the ceasefire, it is possible to 
transform the lost opportunities into realised potential by initiating a 
.set of reforms. Nagaland today has a mature leadership that has 
experienced the futility of prolonged insurgency and the costs and 
'benefits’ of a corrupt state. 


NAGALAND was carved out of the north¬ 
east Indian state of Assam on December 1, 
1963 as the 16th state in the Indian union. 
Nagaland thus became one of the rare 
examples in India of a state fonned after 
independence as a result of peoples' .strug¬ 
gle. Although some areas where the Naga 
people reside were left out of the new .state 
fas some fell in the adjoining Manipur and 
in nearby Myanmar) the birth of Nagaland 
repre.sented the assertion of a tribal identity. 
This logic was taken forward in the 
formation of districts as well, so that now 
you have a fairly clear demarcation of 
districts and the tribes that dominate each. 
The table gives the districtwise position. 

Nagaland's population was recorded at 
12,09,346 in the 1991 round of the national 
census. Spread over an area of 16,327 km, 
this makes for a rather favourable land- 
person ratio. Along with outstanding 
forestry resources, uncxploited hydro¬ 
electric, oil. mineral, agro-forestry, agro¬ 
industrial, handicraft and horticultural 
potential, them is scope for development. 
The fact that the state has a literacy rate 
of almo.st 62 per cent as compared to the 
national average of 31 per cent also helps. 
However, what is most exciting in the 
development history of the state is the 
attempt to benefit from the strengths of 
traditional tribal institutions. This was the 
result of experiments with decentralisation 
that culminated in legislation that gave 
birth to the village development boards 
(VDBs). With each of Nagaland's 1,036 
villages now having a VDB each, Nagaland 
has put in place, over the last 18 years, 
a structure that has the potential to solve 
many of Nagaland's development prob¬ 
lems which not so surprisingly are similar 
to what the rest of the country is battling: 
problems of lack of accountability, 
corruption ami inadequate resources. But 
before we arc able to harness the potential 


of VDBs. some of the problems need to 
be addrc.ssed. 

The formation of Nagaland and its units 
followed the traditional divisions on the 
basis of tribes. Each of the over 1,000 
villages exists like the ancient Greek city 
republics, with its own definitive land 
boundaries, citizenry and governance 
structures. This is important to note because 
in this lies both the strengths and 
weaknesses of Naga society. The different 
Naga tribes have traditionally had their 
village councils (VC) that were much more 
than the panchayats we know. These village 
counci Is comprised of repre.sentati ves from 
the various clans in the village, elected or 
nominated, depending on the tribe, and 
enjoyed an autonomous status that federa¬ 
ted into the tribe’s 'hoho' (apex tribal 
body). This has been the basic structure 
of Naga society and because of this we 
have a unique blend of respect for authority 
and the que.stioning spirit of democracy. 
Since colonial times the character of these 
councils has changed with the modem 
state penctrati ng and imposing secular legal 
and socio-political systems. 

Chri.stian missions over the last century 
have had a major impact with many 
animistic practices being given up in favour 
of Christian (American Baptist) practices. 
Apart from religion this has impacted very 
strongly on another aspect of Naga life, 
namely, literacy and education. Being a 
proud people and having received western 
education relatively early on, the search 
for a Naga identity surfaced much before 
India’s struggle for independence. It is 
important to understand this aspect of Naga 
consciousness in post-independent India. 
Since 1930 the Naga people have been 
struggling for their own space within the 
Indian state. After a bitter and violent 
struggle they achieved statehood under 
the Indian union in December 1963. This 


may have satisfied some of theiraspirations 
but the struggle still continues, thanks to 
legitimacy bestowed by anon-performing 
and corrupt .state apparatus. 

The village councils (VCs) have been 
recognised by the .state through legislation 
in 1978. While the selection process for 
council members and their number have 
not been impo.sed by the act (thus allowing 
traditional practices to continue), certain 
structuring to facilitate development 
activities has been undertaken. The VC 
includes all traditional leaders like the 
'gaon hurrahs’' and other representatives 
from all the ‘khels’^ of the village. The 
VC's tenure is five years after which it has 
to be rc-nominated. Further, VDBs have 
been constituted with all permanent 
residents of the village as members and 
the VC selects the VDB management com¬ 
mittee (VDBMC) for a three-year period, 
including a .secretary who is paid an hono¬ 
rarium of Rs 1,300 per month for assisting 
the VDB and the VC. The VDB structure 
was created to facilitate the institutional¬ 
isation of a participative process for the 
implementation of development pro¬ 
grammes by benefiting from the strengths 
of the traditional institutions in the village. 

While the VC is part of the traditional 
milieu of Naga society, the VDB is an 
effort at dovetailing the VC into a develop¬ 
ment framework. Our understanding and 
observations from the discussions and 
visits show that the VC and VDB arc 
structurally strong. However, functionally 
there is a dichotomy between them. The 
VC has strong recognition routed in 
tradition and is able to exercise influence 
on traditional .spheres of land and family 
disputes, social and cultural sanction!*, etc, 
but it has not been so successful in 
appropriating the VDB structure to take 
control over development resources and 
activities. Thus there is a dichotomy at the 
village level itself wherein the strong 
traditional structure is unable to benefit 
from its advantage when it comes to the 
development processes offered by the state. 
This is what we have called , the micro¬ 
micro structural dichotomy. 


Table 


District 

Tribe 

Kohima 

Angami, Rcngma, Zeliong 

Wokba 

Lotha 

Mokofcchung 

Ao 

Zunheboto 

Serna 

Phek 

Chakhesang, Pochuty 

Tuensang 

Chang, Yimehunger. Phom, 
Siingtam, Khiamnungan, Serna and 
numerous subtribes 

Moon 

Konyak 

Dimapur 

Largely lepiesented by all tribes 


3498 


Economic and Political Weekly December tl, 1999 



Ill iiccpiii2& w lui wiiav iiappcii5 awru^s me 
length and breadth of the country, the 
development programmes are appropriated 
hyacomipt genre of politicians and bureau¬ 
crats. The leakages are so high that very 
little actuallyreaches the people. Inapublic 
hearing conducted by the deputy commis¬ 
sioner (district collector) of Wokha in 
village Elumyo, it was apparent that excep¬ 
tionally large quanta of resources were 
K'ing misappropriated at various levels. 
The public hearing gave strong evidence 
111 'the strength of the village community, 
but what was difficult to understand was 
their inability to tackle the corruption and 
take action against the corrupt. In ca.se of 
tniasgrcssion in the social sphere, the VC 
was able to pass strong .sanctions, but in 
the development arena they have not 
demonstrated any such sway to bring to 
book the offenders. The con.sequcncc of 
this is that development suffers. And in 
(lie context of the nationalist movement 
(or the underground), this luck of control 
over development processes only amplifies 
(he need for continuation of the aggre.ssion 
against the state. 

Ourobservations al.so lead us to believe 
that the same problem exists when it comes 
to the impact that the traditional structure 
ha.s on the higher levels of decision-making 
in the development chain, namely, the 
district and the state. We have called this 
the macro-micro structural dichotomy. We 
also believe that the same peril awaits the 
rest of India's move towards democratic 
decentralisation through the panchayati 
laj legislation, if a set of accompanying 
steps arc also not initiated in time. 

This micro-micro and macro-micro 
dichotomy is, wc believe, caused by a 
unique combination of the following 
circumstances, each of which can be 
addressed by initiating a refonn process. 
Wc argue that the following restraining 
factors have had a role to play in making 
It possible for a vibrant village democracy 
lo exist along with large-scale misuse of 
development funds: 

(1) Respect for traditional leadership 
and practices. 

(2) Asymmeiiyinaccesstuinformatiun 
on rules, procedures and the nature and 
extent of fund flow and its utilisation. 

(3) Demands of the underground, de¬ 
mands of a corrupt bureaucracy, demands 
of a corrupt political class and personal 
inclinations of the local leadership combine 
in a manner that leaves only about 40 per 
cent of the resources for investment. 

(4) Loose procedures and lack of control 
over the administrative process. 

(5) People have begun to expect at best 
patronage and least of all ‘performance’ 


irom Dotn me governmental structures and 
their political leadership. ' 

It is interesting to note that in many parts 
of the country but for the first, all other 
features have begun lo show up in large 
measure. The iinportanceof finding a solu¬ 
tion for Nagaland is therefore important 
for India as a whole. While we would go 
into (he details of our propo.scd refomivS 
later, we will at thi.<i stage discuss the 
framework on which our pre.scriptions are 
based. 

Unfortunately for India, we have uxlay 
a development process wherein the big 
decisions with regard to implementation 
and even project selection arc taken by u 
political class that has a set of itKcntivus 
which are in contradiction with the 
development goals (hat a mtKiern slate and 
its people expect front their leadership. 
Thi.s has resulted in inadequate attention 
to policy issues and the absence of inuclt 
needed .structural reform. The mad rush 
has been for the distribution of patronage, 
now made ea.sy by coalition of parties 
of all shades in the political spectrum, a 
coalition made easy by need for all pitlit ical 
parties to be in hot pursuit of common 
unstated goals that have been forced upon 
them, thanks to the incentive problem 
confronting our political cla.ss. “Have 
money will win", and ‘ Distribute patronage 
to (he constituency and all will he forgiven" 
is perhaps one way to describe the set of 
incentives that we have in place for our 
political class. 

nffeCtivc decentralisation that includes: 

- transfer of resources based on objccti ^e 
criteria: 

- transfer of control over personnel; 

" transfer of control over information; and 

- responsibility for resource generation 
to levels over which it becomes logi.stically 
feasible for people to have control, wc 
believe, has the potential to correct this 
incentive problem. This will happen as the 
demands to deliver patronage by one 
section of the constituency will, in a 
decentralised scenario, be pitched against 
another .sections' demand for the same. As 
a result the |x)liticul class will have no 
option for conilict resolution but to follow 
transparent norms. 

Unfurtutiately today, decision-making 
powers are vested at levels that make it 
viable to rob Peter lo pay Paul while 
keeping a lot of the plunder for oneself. 
This is possible as long as decision-making 
is at levels that ensure that Peter and Paul 
do not have the same impact over the 
person presiding overthedecision-making 
process. In our ca-se this happens when 
Paul belongs to the minister's constituency 
(in terms of both the interest group that 


hc/she repre$cnl.s ami the geograpnicai 
area) and Peter does not. Peter also docs 
not feel aggrieved, as he either docs not 
know that he has been robbed or does not 
mind it as he expects that when the time 
is ripe he will get a share of .somebody 
cIsc's loot. 

It is therefore our case that if decision¬ 
making on subjects that have a high 
ptncntial for distribution ot patronage and 
are in the nature of services delivered by 
the .state, can be decentralised to levels 
that 

- ensure that Peter and Paul live within 
the same con.siiiucncy (at least in a 
geographical .sense); 

- convince tlte Peters of this world that 
it is worth their while to object to (he I(K)I ’ 
and 

- makes it feasible for the Pauls and Peters 
to have access to information that can 
prove to them that the pipe that deltvtxs 
the loot leaks in a manner where a 
substantial chunk of the Uun is delivcicd 
to the |x:oplc presiding over the delivery 
piXKCSN then it would he possible for India 
lo have a demiKrucy that is viable in the 
long run. 

This is not to undermine the importance 
of the role being played by the state 
legislatures aad other higher levels of 
governance. There will always be a rt>le 
for centralised uulhnrity. as all decision¬ 
making cannot always be decentralised. 
This is especially true when wc arc dealing 
with i.s.sucs that affect more than one 
panchayat, district oi stale. Our legislators 
need to spend more time and energy 
discussing is.sucs of policy rather than 
deciding whcie (he mads, schtmls and 
health centres would he built, or the u.vc 
of DRDA funds or in recent ca.ses the MP 
area development .scheme. Today even in 
cases w lierc t he schemes arc to be executed 
departmcntally or by beneficiary commit¬ 
tees, our political class is busy deciding 
which of their workers should be given 
the contract'^ In the name of IikuI planning 
we have today a political class insulated 
from the rigours of local politics taking 
decisions on where, how and thmueli 
’chotn resources should be spent. 

In the ca.se of district plan fumts in 
Nagaland, the .situation has gone cv,.n 
further. We have .seen ca.ses when- in s« imc 
districts legislators have begun to disburse 
funds to 'conlracloi.s' on behalf of the 
district administralioi) Not surprisingly 
the choice of .schemes iheii begins to be 
tailored to suit iliis new regi me. A ii example 
of this was a scheme tilled ‘grant in aid 
to the student wings of local ixditical 
parties’ that was proposed and approved 
by the district planning committee. It is 
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a different matter that an alert district 
eolleetorlobbied with the stale gtivcriimeiil 
and g(ii the scheme turned down on the 
plea that it was against the guidelines. The 
i)uestion is, bt>w do vve ensure that the 
(vtiiiiuil elas.'. finds it not worth their while 
toehase schemes that are designed to milk 
the system dry? 

l ortunately for us we have two inlcr- 
esting examples to learn from. One is the 
move to strengthen local area development 
by ensuring jK'oplc’s participation being 
attempted in Kerala and the other is the 
‘Jan .Simwai’ (jicoplc’s hearing) methtHl 
of information dissemination and em¬ 
powerment developed by the Ma/door 
Kisan Shakii Sanghatan (MKSS) in the 
Dev Diingri region of Rajasthan. Com- 
mtmitics empowered with information, 
they know liuw to use and arc willing to 
use. have been found to he the most cost- 
efteeti VC bulwark against corruption. This 
is because the fight against corruption 
then gels converted from a moral battle 
to one where people .seek to a.s.scrt their 
rights. However this Irceomes a viable 
strategy only when controls are exercised 
locally. Hence the need for deccntral- 
isnlion. However decentralisation of the 
punchayati raj vuricty that we see in most 
.stiiles tixlay, is devoid of contR)l over 
adequate icsources. the bureaucracy and 
systematic information sharing. This will 
only lead to the Nagaland situation develop¬ 
ing ill the rest of the country. Reforms are. 
theadbic urgently needed. We also need 
to realise that in a decentralised set-up 
standard audit systems that are admini¬ 
stered farm above have minimal impact 
because of difficulties in ensuring quality 
control over a desegregated .system. 

We now attempt to list the opportunities 
lor reform that are available in Nagaland 
Kxlay. It would 're evident that many of 
thcNC arc lost oppoaunities for the rest of 
India as well. 

(I) BenefU from sound traditional 
institutions at the village and tribe level, 
("Naga pride' being one of them) by initia¬ 
ling training programmes for members of 
the village council and people selected by 
each khel, where the nuts and bolls of 
conducting social audit on governmciii 
developmental exiKmdiiurc is explained. 
Thc,se are best organised by civil society 
organisations, but funded by the .state where 
needed. 

t2) Exploit the potential for taxation 
revealed by the house tax that is being 
collected by the nationalist movement.-^ 

(3) To tone up tlic admini.siraiivc 
machinery. 

- Put in place a programme of HRD for 
all levels with paaicular cmphasi,s on the 


middle levels and dovetail it with a scheme 
forupgradation ofpersonal skills, selection 
to which is based on an objective assess¬ 
ment of field level performance. 

~ Implement the recommendations of 
DBSNAA for civil service reforms. This 
recommends the setting upofacivil service 
IxKird which will overseepostingsof .senior 
officers and the suggestion to make trans¬ 
fers (or critical positions before three years 
a punishment, necessitating Ihecompiction 
of dcpuamental proceedings before such 
premature transfers are effected.'* 

- Discontinue the present tendency of 
posting district level officials in theirhome 
districts. 

- Objective impact assessment of initia¬ 
tives taken should be made part of annual 
as.sessmeni for .senior civil servants. Also 
recognise that risk taking is to be rcwaalcd 
even if thceffoitsdonot mcctwith success. 
This may help counter the present tendency 
to mark time and not get entangled in the 
.sometimes risky business of governance. 

- Delegate control (that includes power 
to initiate departmental proceedings, 
sanction leave, lour, initiate annual con¬ 
fidential aric (ACR) and transfer within 
the district) over district level line depart¬ 
ment staff to a committee chaired by the 
deputy commissioner. 
-Transfcrthcappoinlmentanddisciplinary 
authority over sub-district level staff to a 
substantially strengthened district level 
planning commillcc that looks more like 
the zilla panchayat.s in Madhya Pradc.sli. 
Each VDB inihe district istobercprc.sentcd 
by a voting member with a three-year 
tenure and two observers who arc nomi¬ 
nated by the village council for each 
meeting. 

Strengthen the performance review 
mcchaniKiT) of district and sub-district level 
staff by negotiating annual outcome/ 
impact targets, by moving away from 
presently u.scd input targets.*’ 

(4) Insist on dovetailing of resources at 
the district level so that sustainable liveli¬ 
hoods arc promoted in an integrated 
fashion. 

(5) Exploit the full potential of the district 
plans by stopping its use as a vehicle for 
disbursement of political funds. Provide 
incentives lodo .so by announcing substan¬ 
tial cash ..wards for well-prepared plans. 

(6) Exploit the tendency of the church 
to move beyond the narrow confines of 
religious activity and encourage it to get 
involved in vocational-education, higher 
education, health care, environmental 
protection and livelihuuu promotion. 

(7) Encourage the hohos to use their 
traditional authority for censuring corrupt 
officials and politicians from their tribe. 


(8) Encourage the Naga Mothers 
Association to get in involved in issues 
that arc cenu-al to the empowerment of 
women and strengthen their traditional 
involvement in the anti-liquor campaign 
in the state. 

(9) Strengthen the VDBs by 

- increasing the quantum of resources 
transferred to them. One way of designing 
this is to adopt principles of global bud¬ 
geting. According to this, re.sources avail¬ 
able with the state government fordevelop- 
ment arc allocated on a per capita basis 
and are transferred to the VDBs with the 
latter having full independence to use them. 

- giving them control over personnel 
deployed in their area. 

-giving their representatives membership 
in the district planning committees. 

- giving them powers to raise house tax 
and make the devolution of funds pro¬ 
portional to die revenues raised by them. 

- Setting standards for infoniiation .sharing 
and performance appraisal and linking 
resource flow to achievements in these. 

(10) Initiate a major scheme for rural 
employment by building up a road infra¬ 
structure in the state. 

(11) Give a big push to the IT infra¬ 
structure in the stale by setting up a 
statewide WAN linking up all districts to 
the state H(^ on the one hand and to the 
offices of the extra assistant commis- 
sioners/SDO (Civil) at the other. Also 
activate the rural telephone network 
already in place in most of the villages and 
upgrade it to enable data transfer. 

(12) Exploit the micro-hvdel potential 
in the state by deregulating the sector and 
permitting VDBs to use their resources to 
develop them in the same manner as is 
being done in the case of purchase of 
buses. 

(13) Encourage invc.stment in agro and 
horticultural processing by providing 
.secured transportation facilities and tax 
incentives. 

(14) Exploit the potential for various 
cottage industries, especially handmade 
paper. 

(15) Set up .standards for information 
.sharing (including web access) for each 
of the schemes that are implemented. This 
should includeof estimates, bilks, vouchers, 
mu.ster rolls and measurement books. 
Provide for meeting the co.sts of infor¬ 
mation sharing and translation into local 
dialects, if needed, as part of the cost of 
each sub-unit of the .scheme rather than 
as office ex(ienditure. Combine this with 
funding for civil .society organisations for 
organising training of potential bene¬ 
ficiaries in the use of this information to 
conduct social audit of these schemes. 
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Notes 

; iTiis article i$ based on field notes prepared while 
on study in Nagaland as part of the Leadership 
•or Environment and Development (LEAD) 
programme. In India LEAD is supported by the 
reiiire for Research on Environment, Ecology 
jiid Development (CREED), 118, Shahpur lat. 
Now Delhi. While the authors gratefully 
.u’knowledgc financial support from the LEAD 
I’logramme and assistance from the govetnmeni 
iil'Nagaland, it is clarified that the viewsespressed 
hoa'in are purely personal and do not rctlccl the 
V lews of the LEAD programme or the organisations 
lhai ilie authors work for.] 

I Caon hurrahs (GB) arc chiettains representing 
tlic various clans in the village. Their traditional 
authority was recognised by the British by 
allotting them red blankets lobe worn asshawls. 
This arrangement was necessitated out of 
adininislraiive ex|iedicncy and exists to date. 
iVs co-opted members of the village council, 
their legal powers are recognised under Nagj 
customary law. The GBs play a niujor 
administrative and developmental role within 
the village sphere. 


.'MTER an artluoii.s and protiacted illness, 
Rcnaio Constanlinu, humanist, anti- 
Jn]iancse resistance fighter, paramount 
social scientist of his nation, teacher and 
Journalist extraordinary, has tragically 
departed from our li ves. A shaft ot da/./ling 
analytical light, of generosity combined 
with a compulsive desire to write, to 
persuade, hut never to coerce, were .some 
of his abiding virtues. His decades long 
writings and struggles against imperialism 
remain his lasting testament to humanity. 
Personally, it would be a morsel tif hyper- 
Irole to say that he has enriched his friends 
and thousands of his readers and students 
in the Philippines and elsewhere who had 
the privilege of being enlightened by him. 

The last time we met was in his native 
.Manila on the occasion of a meeting of 
the prc.stigious Journal of Contemporary 
Asia, on whose editorial board we sat 
since its foundation. I read all, or almost 
all (36), his major books that spanned 
•several decades. Before J began writing 
I s()ent a good part of an evening perusing 
his great creations .There was an appalling 
sadness that pervaded my soul when 1 
walked away from my library shelves. 
What staggered me was not merely the 
continuity of his thought but its greenness 
ihat had never faded. 


2 Each village is divideil into scclioiiv called 
khcls, Ihat compriiic of several households from 
all clans within ihe village. This indigenous 
‘decentralisation' is to facilitate closer 
administrative ctiiitrol in intra-village affairs. 

.3 The state tixlay coltci'is houses mx at the rate 
of Rs 5 per hnu.se whereas the underground 
collects the same lax at the rate of Rs 11(> per 
liuu.se. Other taxes collected by the uiidergmuiid 
arc in the form ol a lax on develnpiiienl 
expenditure -5 to IDorexpemtiiiiieandincome 
l.sx on sulaiicd goveinmeni employees at the 
rate of 25 (ler cent of oiic month's salary. 

4 We had op|Virluiiitv to study the sticcossion 
board of the iil'liee ol dcinity commissionci, 
Wiikha. Evei .'■iiicc lv7.i when the disliict was 
tormed Wokha has had 19 deputy coiii- 
missioneiN. Ol them 1<> have liad tenuies ol 
les.s than IS niiiiiths. The present iiiciimhciil 
has had 19 postings in 17 years .tf setviee. 

5 An example of this wmihl tw a target for the 
numlicr of people to he liftetl iiIhivc Ihe povciiy 
line as against a laigcl tot the number ol people 
who have to be disluiised IKDP Iimiis. 1KI)I‘ 
and olhei seliemes iIkmi iTccoiiie the itieaiis 
luthei than an einl in ilselt. 


It was in that relaxed and iii.spircd 
ntinospherc in Havana in l*)KI (when he 
was vice-chairman ol Ihe meeting tin third 
wtirld eeoii(imist.s) that wc exchanged 
ideas at length in many (if our nightly 
walks on the Maiccon. 1 wns amazed at 
his incredible encyclopedic knowledge of 
the history of the Americas. It was in ihat 
context that he evaluated Cuba from colony 
tothefirsi socialist country ofihe Americas. 
He had seen the Cuban revolution, like the 
revolution in V ietnum. as one oi (he greatest 
lilicrating events ot the 20th century's 
turbulent histoiy. 

Renato had been moulded by (he repres¬ 
sive forces of his nation’s history and in 
all respects he was a fervent nationalist 
wedded to a no less passionate internation¬ 
alism. ‘And it’s for this reason thai I'm 
in Cuba today', he said with that inimit¬ 
able smile. 'Ilie year of his birth was of 
epochal significance, coinciding with the 
Treaty of Versailles that ended our 
century’s first great imperialist holocaust 
(1914-1918). It was, however, not only an 
imperialist Frankenstein but a war for the 
re-division of the world market with all 
its calamitous reverberations. It signalised 
the onset of the wars of intervention 
.savagely unleashed against the first 
workers and peasants state; the mas.s 


shooting of Indian resistors protesting 
pciicefullyagaiast the racialist/exploitative 
hell of the British Raj; the revolutionary 
stirrings in the Philippines and China; and 
the first organised plantation strikes in the 
British West Indies, and the killings in the 
U.S banana republics in central America 
engineered by the I'nited F'ruit Company. 

The gift of Kenuto was that he had never 
quit the learning trajectory; his was a per¬ 
manent quc.st for new iiereeptionsof reality 
and new ways of changing inherited 
realities. Everything was subjected a criti- 
Ciil analysis atui he had embraced Marx’s 
dictum, lie omnibus tinbilaiuium with 
fervour I lis credo was that the true revolu¬ 
tionary was not only one who gnispcd the 
laws of motion of contemixirary capital 
anti the mciciless logic of international 
relations but one who .sets tun relentlessly 
to change his entire Iwing. A vonicimix 
reader since his youth, he was introduced 
in the l9.Mts to nuiioiialist literature anil 
to the Marxist classics. The.se included 
Rajani Palme Dull's Fascism anti the 
Social Revolution and India Today. Like 
many in his progrc.s. ive generation, Iktgar 
Sntiw's Red Star aver China had widened 
his hori/ons as iliti Nchiu's, Discovery of 
India as they did fot tens of tlwmsands 
within the I'hilijipincsandoutside. No less 
vital in his making were the long lormcniing 
shadows of the Circal Dcprcs.sion of 1929 
.ind the gu.sps of internutionul ca|>italism 
intpiicd 111 one of its dee|K‘st apoplectic 
seizures. (Jrgunically lelated to lliesc 
violent economic convulsions were the 
unstoppable juggcniaiit of Ja(>aiicsc, Italian 
and Hitlerian fascism that rolled on with 
the cuphoi'ie blessings of the major 
‘dcmtKralic' imperialist countries. 

I recalled to him on one occasion the 
utterance of C'ordell Mull ( a inemhcr ol 
FDRs cabinet) who opened every official 
discou.rsc willi the hald affirmation; “I'm 
an unti-inipcrialisi''. .Someone raised the 
que.siion: t hat iieing so, why has the colonial 
power not given the country its indepen- 
• lencc? His curl answer was: “We hroiighi 
civilisation to them, didn't wc”. Renato 
had tom to shreds the mon.strt)us veil of 
hyptxrrisy that shrouded the vileness ol the 
system. “Whatever Ihe form", he would 
say, “colonialism is wholly incompaiihle 
with human dignity”. A seiniillaiing lor- 
mula that would be extended lo the brown- 
skinned political swindleis ul the post- 
colonial regime. ■•Iiii|K:ri.itism'', heitiloncd. 
“is pivoted on bayoneis but no less im¬ 
portant are its cheap refurbished lalion- 
alisutiun.s aNiut freedom, civilisation and 
a panoply ot more iranspurent lies”. His 
two major works written with his lifelong 
coflahiirutor and wife Lclit/.m were The 
Philippines: A Past Revisited and 


Renato Constantino: 1919-1999 

Frcderik Clairmont 


His decades long writings and struggles against iinpcrialistn remain 
Renato Constantino’s lasting testament to humanity. He enriched his 
friends and thousands of his readers and students in the Philippines 
and elsewhere who had the privilege of being enlightened by him. 
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The Philippines: A Crmlinuing Past (1978). 
Itnmcdiutel> acclaimed as the summum of 
Philippine hisinrical scholarship, they were 
slated to tx'comc a beacon for a younger 
generation of historians whose pa.st had 
Iwenegicgiously obfuscated by the colonial 
hangmen and their native compradors. 

No historical reflections that I am aware 
of better and more poignantly encapsulate 
the unremitting, dramatic and eviscerating 
[tower of the U.S killer machine than the 
scathing prose of the African-American 
novelist Ncl.son Perry. Renato replied after 
I read it to him: “It says .so much, so 
eloquently and with such conciseness”. It 
deserves to be quoted in full: 

If the Americans hud never committed 
genocide against the Indians; if they had 
never incited wars of annihilation'Itctwccn 
the native peoples of the land, if there had 
never been a Trail of Tears; if America 
had never organised and commercialised 
the kidnapping and sale into slavery of a 
gentle and defenceless African people; if 
It hud never developed the most wide¬ 
spread, brutal, exploitative .system of 
slavery the world has ever known; if it had 
never sundered and torn and ground 
Mexico into the dust; if it had never attacked 
gallant, dcfcncelcs.s Puerto Rico and never 
turned that lovely land into a cesspool to 
compete with the cesspool it created in 
Panama; ifit hud never bled Latin America 
of her wealth and had never cast her 
exhausted people onto the dung heap of 
disease and ignorance and starvation; if 
it had never pushed Hiroshima and 
Nagasaki into the jaws of hell - if America 
had never done any of these things -- 
history would still create a special bur of 
judgment foi what America did to the 
Philippines(Nelson Pciry, Black Fire. New 
York, 1984). 

Between the Philippines and its US 
colonial master there was no such thing 
as an unequal alliance, to deploy the trite 
platitude tif certain domesticated social 
scientists to de.sciibc the nexus between 
an caslavcd [tcoples in whose face the 
jackbcKH h;ul been implanted and their 
executioners. Renato had firmly grasped 
during his university years the basic truth 
that all ruling classes, never mind their 
clime or skin colour, were iwted in. and 
inseparable from, a repressive state 
machinery and its kept political pimps to 
defend and perpetuate, at any cost, their 
power to exploit, their profits and their 
entrenched privileges. His analytical focus 
was therefore the cla.ss analysis of im¬ 
perialism that demanded rigomus scienti fie 
enquiry into its origins, structure and ideo¬ 
logy. Already at the university, student 
Consuntino was targeted by the so-called 
'Commonwealth' president Manuel 
Quezon, a US pcditicai quisling of the 


same format as Somoza, Batista and 
Trujillo. His ignoble quip was not an 
innocuous boast; “I love 'communists’ 
(sic) so much that I want to .see them dead; 
the more the better.” Happily, Constantino 
survived the US killer squads of Quezon 
and others. 

“I am in my glory when I can sight my 
gun on some dark skin and pull the trigger”, 
exulted a US rifleman in the Philippines 
in 1898. Achieved with the same 
triumphalist, murderous, racialist hate as 
assassins of his breed had perpetrated for 
decades, for centuries, against Blacks, 
Indians in the US heartland and. more 
recently, against the Holocaust victims in 
Vietnam and Iraq and Yugoslavia. What 
these crimes against humanity pinpointed 
with such laser like clarity is that the 
borderline between U.S imperialism and 
the mo.st outrageous depredations of the 
Hitlerian SS arc non-existent. 

I shall not forget his pungent portrait of 
him.scif made on one of our nightly strolls 
on the Maiccon. “Writing runs in the bloixl; 
but perhaps more important of all is that 
1 regatd my.scif as one drenched in the 
terrible lessons of history and that's 
particularly true of my beloved country”. 
The systematic rape and rapacity to which 
the Philippines was subjected over a 
century of colonial gulagism did not signal 
the end of US extenninism. Hence, there 
is no need for ‘a special bar of judgment' 
with respect to the Philippines. As the 
writings and teachings of Renato exempli¬ 
fied in his chiselled and elegant pro.se, the 
end of the .second world war was not the 
terminal point of US fabricated holocausts 
of third world peoples. 

Anti-Japanese resistance fighters, many 
of whom were liquidated by the gtxin 
squads of the US occupation in the after- 
math of Japan’s capitulation, opened up 
another phase in his life. True, he had 
c.scapcd the fate of less fortunate comrades 
but henceforth he was branded. Victory 
of the anii-fa.scist forces in W.*? blazed 
new vistas to the cmslaved colonial peoples. 
ForConstantino there was no better vantage 
point for a .study of the grand mutations 
of such shattering consequences as Turtle 
Bay. The immediate post-wareracoincided 
with the merciless McCarthyite witch 
hunts in the US and the Philippines. He 
was bulldozed out of his job as a senior 
diplomat in the Philippine foreign service 
during his sojourn in New York at the 
United Nations. His US tormentors and 
their native handlers reached out to the 
Philippines. He was blacklisted, unable 
to find teaching jobs. Publishers were 
ordered not to touch him with a lO-foot 
barge pole or they would face the music. 
An ordeal endured for several years. 


Ferdinmid Marcos, who had pillaged 
billions of dollars with the complicity of 
US and other TNC bank.s, recognised in 
him one of the greatest threats to his 
kleptocracy and dictatorship. He was put 
under house arrest. Marcos never acted on 
hisown.Hewasdeployinghisterrortaaics 
on behalf of his paymasters; the big 
plantation bosses, native and foreign; the 
tran.snational finance and industrial 
corporations that wantonly flouted and 
battled against the most innocuous 
reformi.st measures to curb their billion 
dollar bonanzas. The effective boss in all 
this was the US embassy - then as now 

- and its muscle man: the US military 
mission. To talk of ‘People’s Power’, as 
one of the Philippines biggest landIord.s, 
Corazon Aquino, had done, was bogus 
sloganeering. Constantino plunged into 
the attack once again as he would do 
against US .strongman. Fidel Ramos, a 
West Point graduate, as was Marcos. 

While it was true os he contended that 
his internationalism hadbios.somedduring 
the Japanese occupation, it was in the US 
that he witnes.scd the untrammelled 
arrogance of US imperialism. In coming 
to the US he had entered in the inimitable 
words of Jose Maiti, “the belly of the 
beast”. Obsequious .stooges and political 
racketeers had been installed in Manila 
with all the constitutional pomp and 
fabulous pickings that the best of bourgeois 
politicking could offer. 

Before he was incapacitated by two 
cardiac attacks in August 1998, Renato’s 
thought were reaching out to broader 
horizons. If colonialism was not to be 
transformed into its vulgar carbon copy 

- neo-colonialism, what strategies should 
be blueprinted to steer the ship of the 
liberation struggle onto a course that at 
once combines authentic democracy with 
a profound socialist content'? An issue that 
has not lost its burning relevance over the 
decades and which indubitably will be 
carried over into the next millennium. 

The corporate media, the academic 
pimps that have fed at all troughs and a 
venal Philippine ruling class have given 
a deep sigh of relief that this towering 
colossus is no more. They are whistling 
in the wind. What they have done is to 
install mechani.sms in their skulls to tell 
them that their wishful thinking is reality. 
Although Renato Constantino is no longer 
physically with us, the struggle to put an 
end to one succession of scum regimes 
after another continues unabated. In the 
present and ensuing struggles to rip asunder 
the present intolerable order of things the 
thought and practice and human dignity 
of Renato will remain a source of 
everlasting inspiration. 
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PERSPECTIVES 


Phakirmohun’s ‘Rebati’: Empowerment, 
Identity and Feminism 

Subhakanta Behera 

Phakimtohun Sempati’s ‘Rebaii’ has been interpreted as a story 
about women’s education. But it is really about female identity and 
empowerment. That Rebati suffered a tragic end is a measure of the 
author’s ‘social realism’, he did not dare to endow her with an 
identity of her own. 


PHAKIRMOHUN SENAPATl (1843- 
1918), ihe father of modem Oriya, prose 
fiction has been perhaps one of the most 
iliscussed Oriya writers and so also the 
most misunderstood prose writer of his 
time. Yet. there is no doubt that he was 
a social realist par excellence and imbibed 
■lie best traditions of realism as a writer. 
Not guided by any theoretical paradigm, 
Phakirmohun’s realism flowed from his 
sympathy and sensitivity to changes of the 
Oriya stxiiety, brought about in the wake 
of colonialism-imperialism. Besides, his 
varied experiences from boyhood through 
different professions he adopted at various 
stages ofhis life, coupled with the necessary 
1 magi nation and i nsight to pixKluce a genre 
of parse narrative that was remarkably 
rcali.stic. But perhaps, the most important 
dimension of his narrative was the 
centrality of Orissa and Oriya life. 

This paper intends to explore different 
layers of dialogue with the Oriya society 
of his time that Phakirmohun provided in 
his most important, but yet controversial 
short story. ‘Rebati’. The importance of 
‘Rebati’ is premised on the claim that it 
is the first modern Oriya short stofy 
published in 1898 in the literary journal, 
Utkai Sahitya. But after carefully 
examining the forms of '.short story’ and 
‘talc’, I have already suggested elsewhere 
that ‘Rebati’ cannot claim to be purely a 
short story, it is at best, the first successful 
Oriya fiction, combining the elements of 
both ‘short story’ and ‘tale’. It is therefore 
felt unnecessiuy to discuss here again this 
aspect of the story. Rather, the content of 
’Rebati’, which is .still not understood in 
all its ramifications, has been di.scussed 
in this paper in an analytical perspective 
to show its many-layered meanings and 
hrgue it as an entry-point to the social 
history of Orissa of the time. The 
justification for such atextual analysis lies 
in the claim as mentioned above that 
‘Rebati’ heralded the modem Oriya prose 


fiction and hence, it calls for an objective, 
analytical understanding. 

Tltc outline of ‘Rebati’ is as follows. In 
the village Patapura in the Cuttack district, 
there lived the family of Shyamabandhu 
Mohanty who was deputed by the local 
landlord to collect revenue fmm villagers. 
Shyamabandhu's old mother was also 
staying with them. They had a good and 
comfortable living. Shyamabandhu had 
only one child, the lO-ycar old daughter 
Rebati who was very fond of learning. 
Without any formal education, she hud 
managed to leant many Oriya ‘bhajans’ 
and had memorised lines from the holy 
Bhagavata, with the help of her father. 
The village had one upper primary school 
where Basudev, a graduate of the Cuttack 
Normal school, was the only teacher. In 
the course of lime, Basudev came closer 
toShyamahandhu's family. One day when 
Shyamabandhu came to know about a 
girls’ school iti Cuttack, he reque.sled 
Basudev to teach his daughter. Basudev 
was really very eager that Rebati should 
be educated. So he readily agreed to 
Shyamabandhu's proposal and Rebati’s 
les.sons licgan. Within two years, she 
managed to learn the Oriya alphabet attd 
reading and writing. But soon followetl 
the misfortuncof Shyamabandhu’s family. 
Shyamabandhu and his wife died of cholera 
one after another. The landlord took away 
the land given to them for cultivation and 
theirtwo bullocks were sold. Thecconomy 
of the family collapsed; whatever 
belongings were left in the house were 
sold one after another. But Basudev, who 
by that time had been close to the family 
and had developed an affection for Rebati, 
came forward to help them in theirdistress. 
But as luck would have it, one day Basudev 
also died suddenly, leaving Rebati 
completely alone and without any support 
or comfort. Added to this, the chain of 
misfortunes had already convinced the old 
grandmother that all this happened because 


of Rebati’s education. So she became 
reactionary and started abusing Rebati. 
After the death of Basudev, Rebaii was 
mcnt.tlly so broken that ultimately she fell 
ill. gaveup food and died. Her grandmother 
ux) soon succumbed to the unl>earable 
.shrK'k. The Shyamabandhu's family was 
thus completely wiped out. 

The main plot of the story seemingly 
a*volves.inHind Rebati'scducalion, which 
was informal involving home tuition only. 
Critics have tried to rediscover it as the 
main driving force of the development of 
the story. On a purely superficial reading, 
they have promoted the idea that ‘Rebati’ 
is all about female education and more 
pointedly, ab«)iil superstitions concertiing 
it prevalent in the then Oriya MX'icty 
Nalabara Samantaray is one of the earliest 
exponents oftliis idea. In hisconsiderution, 
Phakirmohun wrote ‘Rebati’ on the basi.s 
of the grandmother’s blind, superstitious 
apathy to female education. .Subsequent 
critics and scholai s have followed this line 
of approach almost dogmatically. Hut 
contrary to this approach, wc find very few 
pronouncementsagain.sl female (Rebati’s) 
education in the story and incidentally, 
these were by flic }<randmothcr who us a 
character, is very marginal to the main plot 
of the story. M< lanwer, she has only reacted 
to the Rebati’s education, nowheic has she 
opposed it. She has raised the age-old 
quc.stion: What does it mean lor a woman 
to be educated’.' 'I'hen towards the end of 
the story after experiencing the agony of 
death of her son, daughter in-law and 
Basudev, she considers Rcbati’seducution 
as responsible fui all the misfortunes. 
Perhaps, had there nut been .such mis¬ 
fortunes. she would not have held Rebati’s 
education a culprit. .So the argument for 
a blind, su|x.*rstitioiis altitude towards the 
female education as central to the story, 
cannot be taken far. Nor is Phakirmohun 
messianic of release womunhoixl from the 
bondage of ignorance and illiteracy. Had 
the author supported Rebati’s education, 
he would not have sura-ndered so sik nll\ 
to her misfortunes by allowing readers to 
conclude that these were the consequences 
of her education. On the other hand. 
Phakirmohun is silent on both Rebati’s 
education and reaciions*if the grandmother 
to her education. 

For ‘Rebati’, the pro and aiiti-fcniale 
education debate is ically peripheral 
becau.se lhcquc.stion ufRebati’seducation 
is never the central to the plot. Phakirmohun 
has spoken of her informal education 
as incidental to a greater and bigger ques- 
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tion of the time. Thi.s is about female 
identity andcinpowcrnicnt. Phakimiohun, 
while writing thi.s story, was well aware 
of the gradual progrcs.s of fentale educa¬ 
tion in ()ris.sa underthe British rule. There 
is also no doubt that he knew the histo¬ 
rical tradition of women’s education in 
Oris.sa. 

Tiic early Oriya modem poet Danamali 
Das had given an account of the curriculum 
of woman education in his Chata 
Echchaviui and how Fchchavati mastered 
shustrax, smritix, purunas and music. 
Another princess Parimala was also well 
versed in writing and ‘kavyas’. We also 
know of u noble lady culled .Si varani during 
the Ganga period (lOTS-H-T*)) who is 
described as the 'Kaliyugu Saraswati’ or 
the goddess of learning in the age of Kali. 
Though there arc stray examples from 
history of Oriya women excelling in 
education, we have strong evidence of 
efforts for female education in Orissa in 
the later part of the 19th century. As a 
result of Wood’s Despatch of 1S.54. Lord 
Harding’s instruction for opening 
vernacular schools and Campbell’s 


education policy of 1873, modern 
education spread in the Orissa division. 
There were established separate girls’ 
schools in Cuttack, which received ’grant’ 
from the government. So by the time 
Phakirmohun wrote and published ‘Rcbati’ 
(1898), the educated middle class of Oris.sa, 
to which he himself belonged, had already 
been scnsiti.scd to woman’s education. 

Phakirmohun brought the question of 
Reb.ati’s education to the main plot as a 
pan of his bigger design to endow Rcbati 
with an identity. But any question of iden¬ 
tity of an individual or community im¬ 
mediately brings forth the tension of em¬ 
powerment because identity per sc implies 
a dichotomy of ‘self and ‘other’ and the 
division becomes meaningless unless'self 
is empowered to a.sscrt itself at an 
interactional level. Only an empowered 
‘scir can ‘think it.sclf into difference’. 
Otherwise, a weak, passive, emasculated 
‘.self will lx; cither absorbed in or taken 
away by the more powerful ‘other’. 

In the late I9tli century colonial Orissa, 
the question of women’s identity was 
definitely a problematic issue bccuu.se it 


involved not only socto-cultural but also 
economic considerations. But this is also 
the period when the question of Oriya 
identity as a regional entity unfolded 
gradually mostly in cultural terms, having 
political ramifications. The rise of an 
educated middle class, ai^er the great 
famine of 1866 and the language con¬ 
troversy of 1866-70, was accompanied by 
a remarkable ‘Oriya con$ciousne$.s’ which 
ultimately came to be manifested more 
categorically in the form of idendty in 
Oriya literature and the Jagannath cult. 
Yet, identity talk about Oriya women wa.s 
almost absent in any discourse. Women 
were .still discriminated against as they fell 
victim to gender-related inequalities. In 
contemporary literature, their projection 
was that of sufferers and ultimate losers, 
succumbing to some form of divine deter¬ 
minism. Take forcxample, Phakirmohun’s 
illustrious contemporary, Radhunath 
Roy (1848-1908) all of whose famous 
‘kavyas’ suchas ’KedaraOauri’, ‘Chandra- 
bhaga’. ‘Parvati’ and ’Nandikeswari’ had, 
a tragic ending with the leading female 
character’s death, perhaps as divinely- 
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ordained. Even Phakirmohun's other 
fiction like his novels Chhamana 
Athaguntha, Pmyaschita, and short stories 
like ‘Sabhya Zamindar'. treat the female 
characters rather under the .shadow of 
gender disadvantages. 

In my view, it is Phakirmohun’s 'Rebati ’ 
which is the first modem Oriya prose 
fiction to talk of woman’s identity. In 
order to provide Rebati with an identity 
of her own, Phakirmohun has first tried 
to empower her. And what else could be 
a more powerful agency than education 
to empower Rebati in the contemporary 
society? Rebati was the product of a society 
based on communal-rural-oral tradition 
where values regarding women’s role were 
historically embedded in socio-cultural 
Structures of the .society. Soany suggestion 
for radical empowerment in economic 
terms was difficult to sustain. Hcncc, 
Phakirmohun took helpof the most benign, 
but powerful agency of education to 
empower Rebati. I am using here the term 
power (which comes from empowerment) 
in the definition u.sed by the famous 
specialist on women studies, Vina 
Mazumdar. Power is not a mode of domin¬ 
ation over others but a sense of internal 
strength and confidence to face life, the 
nght to delcnninc own choices in life, the 
ability to influence the social proccs.ses 
ih.nt affect own life, and an influence on 
the direction of social change. This 
definition of power, when viewed in a 
feminist perception could be ideally 
applied to the understanding of ‘Rebati* 
and her empowerment in the direction of 
gaining identity. 

Rebati, the 10-ycar old girl of the 
Patapura village had her tuition from 
Rasudev for two years without any 
opposition Even her grandmother grew 
so fond of Basudev that she accepted the 
proposal of Rebati marrying him. This 
proposal infuseda feeling of love in Rebati 
for Basudev. After the death of herparents, 
whenever she met Basudev. she used to 
be obsessed with him; thoughts of Basudev 
filled her heart. In other words, in her 
distress, her love, Basudev - the lover 
gave her inner strength and confidence to 
face life. She could determine her choice. 
ITiis, according to my reading of ‘Rebati’ 
is result of Rebati’s widening of mental 
horizon, which could be possible because 
of her education. Though not expo.scd to 
western learning, the traditional Oriya 
learning - masterpieces of Oriya literature, 
Oriya scriptures, etc - was potent enough 
to help her to appreciale the world around 
her. So education for Rebati was really a 
pilgrimage to understand and command 
her own life. This point may be further 


illustrated by Shyamabandhu’s interest in 
his daughter’s education. He initially look 
the pains to teach Rebati Oriya ‘bhajans’ 
and scriptures. Then when he learnt of a 
girls’ school in Cuttack, he became so 
inspired that he requested Basudev to teach 
Rebati regularly. What docs it symbolise 
in a conservative, oral tradition bound 
scKicty? It syniboli.scs his awareness and 
understanding of the fast-changing world 
to which one should adapt. Shyam.'ibandhu. 
both as a father and u supporter of modem 
values, was eager that his daughter should 
have education. But at the same time, he 
was cautious in maintaining the communal- 
oral tradition. In a .sense, Shyamubandhu 
represents that group of conscious 
emergent middle class of the late 19th 
century that was both the upholder of the 
traditional values and supporter of 
modernity. 

At the outset of the article, I have 
indicated the many-luyered meanings of 
‘Rebati’ to readers. The most visible layer 
is, of course, that of sufferings inflicted 
on Rebati. But on deeper analysis, one 
finds that the sufferings arc again gender- 
related. Rebati had to face them because 
she was u girl. Her isolation resulting in 
loneliness, poverty and hunger and even 
the abuse by the grandmother, all were 
‘due’ to her because of her gender-status 
in a highly conservative, communal, social 
order. .Since Rebati was a girl, she had to 
be confined to the four walls of her house, 
she had to suffer in loneliness and she had 
no right to education. That is why when 
the misfortunes fell on the family one after 
another, the grandmother immediately tried 
tolink them with Kcbati'scducation which 
had really .started two years back. As a 
result, Rebati became inauspicious and 
fallen in the eyes of the grandmother, the 
custodian of acon.scrvativc social system. 
Rebati had no right even to react to the 
blame thrown on her. More significant 
was the use of words by the grandmother 
to address Rebati. Towards the end of the 
story, the grandmother repeatedly used the 
words ‘fire’ and ‘fireplace’ for Rebati, 
implying that she was the source of all 
destruction. Like fire in a fireplace, she 
burnt down the Shyamabandhu’s family 
to ashes. Rebati became victim of such 
psychological torture and abuses because 
she inherited ineiiuatities and discrimin¬ 
ation, being bom as a girl in a traditional, 
conservative Oriya .society. 

The tragic consequences of Rebati’s life 
are symbolic of a highly oppressive, 
conservative and communal social order. 
This was a predominantly male-dominated 
society where women had to suffer many 
a gender-related disadvantage. Rebati was 


a victim of this truism: hence in myopinioo 
her initial empowerment could not 
withstand the countervailing force of her 
disadvantageous gender-related position 
in society. It ultimately prevented her to 
have an ’identity’ of her own. 

The concern for identity in ’Rebati’ 
brings forth the question of feminism and 
in my opinion, this is one of the first 
modem discoursc.s in Oriya on feminism 
though in a disguised form. First by trying 
to locate the cau.se of the precarious 
condition of Rebati in the given siK'ial 
conditions, Phakirmohun suggests changes 
in the existing .siKial arrangements. If one 
.subjects ‘Keliati’ to a critical appraisal 
within the contemporary socio-cultural 
context, it liccomesclcurthut l^akirmohun 
IS concerned with the identity of Rebati 
and by extension, of Oriya womanhood, 
and that in the dismissal siK'ial milieu oi 
Orissa, it was almost impossible for them 
to have a separate identity. Only hy getting 
their ‘due’ ideiuity.accordingtoafcniinisi 
perspective, their social status could 
improve because once awarcof their rights 
and potentials, they could manipulate 
surrounding social variables to their 
advantage. For example, in a hypothelicul 
scenario in the story, had Rehuii been 
allowed formal rducuiion and finally united 
with her lover Basudev who was really a 
source of comfort and solace to her in 
distress, Rebati could have managed to 
influence the social change to her 
advantages. 

Why did Phakirmohun not allow this? 
As a .social realist, knowing the contem¬ 
porary social ethos very well, he did not 
dare to endow Rebati with an identity of 
her own. Though in the latter half of the 
I9lh century, musscdiicalion was gradually 
spreading, woman’s education was .still 
very restricted and not appreciated by the 
con.scrvative .section. More than that, pre¬ 
marital love was almost forbidden. .So 
how could Phakirmohun err by transgre.s- 
sirig the socio-moral limits of lii.s society? 
But at the same time, he wanted the Oriya 
womanhcHid to be empowered - to have 
their identity. This ambivalence, he coukl 
solve, by bringing in a .sort of divine deter¬ 
minism, in the form of the untimely death 
of Rebati’s parents and her lover. So Pliakir- 
mohun had to.surrender before the compul¬ 
sions of society, thereby refusing Rebati 
her identity which he really wanted, in his 
role as a socially tcsponsibic writer. It was 
his realism, his understanding of the social 
ethos that pie vented him from going against 
society. Here lies the significance and sue- 
ces.s of ' Rebati' in that Phakirmohun could 
engage in a realist dialogue with society 
without any pretence or camouflage. 
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REVIEWS 


Two Emperors and a Democracy 

Mark Selden 

Kmbracing IX'feat: Japan in the Wake ofSecond World War by John W Dower; 
W W Norton and Company/The New Press, New York. 1999; pp 676, $ 29.95 
(cloth). 


EMHRACING DEFEAT, John Dower’s 
magisterial chronicle of Japan under US 
occupation, is the summa of his five 
important studies of 2()th century Japan 
and ihc (IS-Japan ivlation.ship.* Its sweep 
is hold, ranging from political and diplo¬ 
matic to economic history. Above all, this 
study attempts to locale Ihc Japanese people 
in the flow of change, including the first 
aiiibitioiiscffortstoetuirtcultiiralandsocial 
dimensions of the era. Central Ui the struc- 
iiirc of the work, and to the continuing 
debate about the occupation, arc three 
intertwined political is.sues whose resolu¬ 
tion would profoundly affect Japan’s ptisl- 
war course: the question of tlic cm|)cror, 
the constitution and dcmocrati.sation, and 
the war crimes tribunals. In taking discus¬ 
sion of these and other issues far beyond 
the officMi record. Dower offers fresh 
siK'ial and cultural perspectives on Japan 
and the US-Japan rclation.ship. perspec¬ 
tives that cut through dominant images 
and stereotypes on both sides of the Pacific, 
and reaching frtim Washington and 'fokyo 
to broad strata of each society. 

The early iKcupation emerges in thc.se 
pages as the boldest, yet in many ways the 
most quixotic, attempt at stKial engineer¬ 
ing ever attempted to refashion another 
society as a dcmtx ratic nation. “Initially”, 
Dower tells us with eharacteristie inci¬ 
siveness and irony, “the Americans im¬ 
posed a root-and-branch agenda of 
‘demilitarisaiionunddctnucratisulion’that 
was in every sense a remarkable display 
of arrogant idealism - both self-righteous 
and genuinely visionary” (p 2.1). Drawing 
on a wealth of archival documentary and 
published soutces to illuminate kalcido- 
.scopic Japanese and American perspec¬ 
tives, he highlights MacAithur’s arrogance 
and peccadilloes while positively asse.ss 
ing American contributions to an endur¬ 
ing demtreratic political transformation. 
“Never”, he concludes, “had a genuinely 
democratic revolution been associated with 
military dictatorship, to say nothing of a 
neocolonial military dictatorship...” 

(pp 80-81). 

The work is at its very best, however. 
. in showifig the hybrid and contested 
character of the occupation. For, if 


MacArthur ruled with the absolute author¬ 
ity of a military dictator who brooked no 
criticism, it is Dower's achievement to 
reveal how the Japanese people, from the 
highest levels of imperial and state power 
to the grass roots, .speaking not in a single 
voice but with immense diversity, shaped 
many of the outcomes. They did so at 
times by reinforcing, at others by subtly 
subverting, the vision and plans of their 
American military rulers through the 
skilled, even brilliant, use of gaiatsu tac¬ 
tics that were facilitated by the American 
decision to rule indirectly through the 
Japanese government. 

“Much that lies at the heart of contem¬ 
porary Japanese society - the nature of its 
democracy, the intensity of popular feel¬ 
ings about pucifism and remilitarisation, 
the manner in which the war is remem¬ 
bered (and forgotten) derives”. Dower 
observes, "from the complexity of the 
interplay between the victors and the 
vanquished” (p 28). Half a century later, 
both achievements and a host of unre¬ 
solved problems of the occupation con¬ 
tinue to shape Japan, the US-Japan rela¬ 
tionship. and the political economy and 
slratcgic configurations of the Pacific. 

Why did .MacArthur, that democratic 
Caesar. i)er.sonally assure not only the pres¬ 
ervation of the monarchy, but also the 
continued reign of Hirohito, who bore 
ultimate responsibility for Japan’s brutal 
war with Asia, and subsequently with the 
US and its allies? Dower shows that “re¬ 
spectful apprai.sal of the emperor's benign 
potential and virtually totalitarian 'spiri¬ 
tual' control over the Japanese psyche 
would become the bedrock of post-war 
(AmericanI policy” (p 28.1). While US 
ptvlicy-makers belicv^ that Hirohito was 
indispcns.ibic to preserving .stability and 
casing the task of the occupying forces, 
F.mhracinf; Defeat reveals the existence of 
popular and even official sentiment in 
favour of deposing Hirohito, and in sonic 
cases, of nbuli.shing the monarchy. In¬ 
deed. at three critical points SCAPstepped 
in to suppress mounting pressures for the 
emperor to accept responsibility for the 
war and retire: at the start of the occupa¬ 
tion in 1945, at the close of the war crimes 


tribunals in 1948 and at the end of the 
occupation in 1951-52. 

MacArthur was critical not only to the 
survival of the imperial institution and the 
Showa emperor's continued reign until 
his death in 1989, but to the creation of 
a contradictory imperial democracy - one 
of many intriguing oxymorons that run 
through this study. “(TJhc occupation 
authorities”. Dower astutely observes, 
“chose not merely to detach the emperor 
from his holy war, but to resituate him as 
the centre of their new democracy" (p 278). 

MacArthur emerges from these pages 
alternately bigger than life, as in the iconic 
photograph of the proconsul towering over 
u subservient Hirohito. and ludicrously 
naive and out of touch with Japanese 
thought and society. In the end, however, 
it is the elusive figure of the emperor that 
attracts the author's interest. Together with 
Herbert Bix’s innovative re.search on the 
wartime role of the emperor, particularly 
his forthcoming biography of Hirohito, 
L'mhradnn Defeat, bri ngs the emperor out 
of the shadows and into the spotlight us 
a supremely shrewd and powerful actor.^ 
‘The more one studies twentieth century 
Japan”, Dower observes in a recent article, 
"the more Ihc Showa emperor emerges as 
the nation's most interesting and influen¬ 
tial political actor. He was, without ques¬ 
tion, a cautious and conservative man. He 
was also intelligent, well educated in 
military as well as civilian matters, opin¬ 
ionated, and obsessed with detail. He used 
people and knowingly allowed himself to 
he used by them. He was extremely well 
infonned about what was going on at 
the lop levels of policy making.”-’ Among 
those he used socffcctivcly was MacArthur 
and the occupation leadership. In particu¬ 
lar, the Americans were quick to accept 
the contrived and self-serving image of 
the emperor presented to them by Japa¬ 
nese officials, and by the emperor himself, 
as both peace-maker and democrat. 

Dower's most trenchant political criti- 
ci.sm of the emperor and the Japanese 
political system is highlighted in hisSekai 
article. There he underlines the lasting 
significance of the emperor's failure, 
whether by apology or by stepping down 
from the throne, “to take even moral 
respon.sibility for the ‘Great East Asia 
War’ that devastated Asia and his own 
subjects...”The result was simultaneously 
to preserx’c the imperial mystique and to 
prevent apology, still less responsible 
criticism, of Japane.se colonialism or the 
deathof 20million A.siansand three million 
Japanese as a result of Japan ’ s 15 year war. 
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To do so would imply the unthinkable; 
criticism of Hirohito, who bore ultimate 
authority for these acts. The issues con¬ 
tinue to haunt Japan more than half a 
century after the end of the Pacific w'ar. 
The issues are best approached compara¬ 
tively. Whereas German apologies and 
reparations have enabled that nation to 
overcome historical hostilities and to 
provide leadership in the European Union, 
Japan’s inability to lay to rest wartime 
issues continues as a source of tension in 
contemporary Asian politics.'* 

In an interview with the reviewer, Dower 
expanded on this theme noting Hirohito's 
pivotal initiative in sacrificing Okinawa 
and the Okinawan people to American 
cold war designs by offering the US vir¬ 
tually unrestricted military u.se of the island 
and continuing US colonial rule long after 
the main islands were returned to Japan. 
This was a shrewd ploy by Hirohito for 
reducing US demands for bases in the 
home islands and encouraging it to expe¬ 
dite the end of the occupation. It was also 
thoroughly consistent with the Japanese 
military's sacrifice of the Okinawan 
people, one-fourth of whom perished in 
the final great buttle of the war. 

In buying into and perpetuating the myth 
of the peace emperor, and in protecting 
him from prosecution, the US made a 
mixikcry of any claims to even-handed- 
ness in the Tokyo Tribunals. It thus placed 
the exclusive onus for war crimes on 
Hirohito’s subtirdinates while shielding 
the emperor, who bore ultimate respon¬ 
sibility for the war. not only from pros¬ 
ecution but even from offering testimony. 

Breaking sharply with the image long 
cultivated both by Japanese and American 
officials of Hirohito as a pa.ssivc figure 
(tlie sole exception being self-serving 
claims ot his dramatic initiative to end the 
war). Dower offers a telling example of 
imperial activism in the early occupation. 
This was Hirohito's intervention to recast 
the imperial rescript of New Year’s Day 
1946. While many have taken the docu¬ 
ment as a “sweeping ‘renunciation of 
divinity’”. Embracing Defeat shows that 
“Through the use of esoteric language, 
emperor Hirohito adroitly managed to 
descend only partway from heaven... | TJhc 
rescript seized the initiative for the throne 
by identifyingit witha ‘democracy’ routed 
neither in the reformist policies of the 
actors nm- in popular initiatives from below, 
but in governmental pronouncements 
dating back to the beginning of the reign 
of Hirohito’s grandfather, the Mciji em¬ 
peror” (p 308). Again, in 1951. in affirm¬ 
ing his intention to remain on the throne 
at the conclusion of the occupation. 


Hirohito scotched the language of an eailier 
draft which .stated "1 deeply apologise to 
the nation for mv re.sponsibility for tlw 
defeat' (p .330). "For the defeat", but not, 
of course, for the lives lost, whether Japa- 
ne.se, Asians, or others, and certainly not for 
the atrocities committed in the name of 
the emperor. But even that phra.se was Ux> 
much. There would he no im|icrial apology. 

Among the most significant contribu¬ 
tions of Embrudii): Defeat is the attempt 
to overcome obstacles to the writing of a 
social history of the occupation era, that 
is, one attentive to the experiences, 
thoughts, and anitributions of the Japa¬ 
nese people. In his Sekai essay Dower 
spells out wliiit he calls “collusive 
Orientalism”. This was the condescending 
notion among Briiish uiid American ex¬ 
perts on Japan thni the Japanese people 
were an "obedient herd’’, incapable til 
independent thought and democratic 
action. The Ainciic.iii.s were not forced to 
rely on their own Icvcrish imaginations. 
They could casilv point to official Ja|ia 
nese slogans such a.s “one hundred million 
acting as one” (ichi oku isshiti) to rein¬ 
force their own orientalist images and 
deny the Japanese people the capability 
of self-government. The new deal reform¬ 
ers who consiiiulcd the heart of the oc¬ 
cupation Icadershi)) rejected this and 
pressed forwanhvnli iheir“re volution from 
above” which presumed that, given the 
opportunity, the Japanc.se people would 
embrace fundamental democratising 
changes. At the same lime, however. 
Dower points to an “tixymoronic dcmiK-- 
racy” created undci the occupation, refc.'- 
ring both to the .Sf'AI* military dictator- 
.ship and to the immense power that SCAB 
invested in the Japanese bureaucracy. 

In shielding Hirohito from prosecution, 
absolving himofic.siioiisibilily for Japan’s 
aggression, and burnishing the image of 
the peace-maker w ho acted decisi vely and 
selflessly to end the war and save the 
nation, the US played a pivotal role in 
enshrining imperial democracy. In an act 
of extraordinary hubris, Japan'.s demo¬ 
cratic constitution was drafted secretly in 
a one-week ‘constitutional convention’ by 
the occupation's government section with 
no input from, or even consultation with, 
Japanese authorities. Its basis. Dower 
explains, was three principles advanced 
orally by MacArthur; the emperor is the 
head of the state, war as a sovereign right 
of the nation is abolished; and the feudal 
system of Japan will cease. Interestingly, 
not one of MacArthur’s three principles 
specified the democratic principles that, 
together with the no-war clause, were the 
Hnest achievements of the constitution. 


In one of the supreme ironies that are 
sprinkled liberally through Embracing 
Defeat, the US created the world’s only 
unequivocal peace constitution only to 
reverse course almost inimwliatcly with 
the victory of the Chinese revolution and 
the outbreak of war in Korea. At the heart 
of the reverse of course was the decision 
to rearm and rcindustrialisc Japan as a 
subordinate cold war partner. Neverthe¬ 
less. the Japanese people, in rcspoii.se to 
their own suffering during the Pacific war. 
by and large embraced, and continue to 
embrace, the pacifi.st principles enshrined 
in the constitution in the face of repeated 
attacks on Article 9 by the Japanese 
government and Japanese rightists. If 
Dower is on familiar ground in following 
the reverse course interpretation, his work 
rciiifoives and adds rich detail to that 
interpretation. Above all, it illu.strates his 
(xiint about a people whose ideas and 
commitments may place constraints on 
the actions of those who rule in their name, 
and about the diversity of views among 
the Japanese. 

I'.vcn in drafting the constitution, an 
ostensibly American affair, J.'ipanese in¬ 
put proved significant. While excluded 
from drafting the initial English language 
diKunicnt, in creating the Japanese text 
that became the constitution, Japanese 
officials successfully undermined key 
democratic precepts of the English lan¬ 
guage original. In place of a polity that 
derived its ultimate strength and legiti¬ 
macy from the people (jinmin), for ex¬ 
ample, they U.SC a more con.servative term 
for people \kakiimin) that strengthened the 
authority of the emperor and the state. 
Summing up the ironic results. Dower 
concludes that “No mtxicrn nation ever 
has rested on a more alien constitution 
ora more unique wedding of monarchism, 
democratic idealism, and pacifism; and 
few, if any, alien docum>Mt.s have cvei 
been as thoroughly internalised and vig¬ 
orously delendcd as this national chaHer 
would conic to be" (p 347). In this a; in 
so many ways the ambiguous legacy of the 
occupation, particularly its crafting of a 
‘symbol emperor’, continues to cast its 
•hadow over the national identity. 

Embracing Defeat highlights the .sur¬ 
prisingly democratic and progressive 
character of the U.S-drafied constitution 
and numerous early occupation policies, 
from rfiihutsu dissoluiion to the enlrun- 
chisemenl of women, even as it exposes 
the irony and the limits of the gill of 
imperial democracy from on high. 

In short. Dower's nuanced appreciation 
c'f the achievement.s of the occupation in 
creating lasting bases for a democratic. 
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peaceful and capitalist Japan, goes hand 
in hand with a withering critique of the 
chauvinism and misunderstandings of 
elites on both sides. Of the bold action 
ordering the secret drafting by SCAP’s 
govemnicni section of the Japanese con¬ 
stitution, he concludes, “The line between 
Supreme Commander and Supreme Being 
was always a fine one in MacArthur’s 
mind. In thc.se momentous days of early 
February 1947 he came dose to obliter¬ 
ating the distinction entirely" (p 361). 
Similarly, Dower lays bare the .self-serv¬ 
ing actions of the emperor, court officials, 
and much of the military and business 
elite; in disguising the emperor's respon- 
.sibility for the actions of empire and war 
committed in his name, in attempting to 
sabotage the democratic provisions of the 
con.slitulion, and in plutidering the na¬ 
tional treasury for private profit in the 
immciliute aftermath of the surrender. The 
Japan that emerged politically and socially 
transformed from the ashes of defeat was, 
then, far from an American creation. 
Rather, it was the product of a complex 
and often contradictory synergy of Ameri¬ 
cans and Japane.se. Building on an Ameri¬ 
can vision, both its achievements and its 
flaws also rested on the complementary 
roles played by Japanese people and elites, 
including both pre-war economic and 
institutional foundations and the demo¬ 
cratic aspirations of the Japanese people. 

I n War Without Mercy: Race and Power 
in the Pacific War. Dower provided a 
memorable image that anticipated the sea 
change about to take place in American 
perceptions of Japan and the US-Japan 
relationship in the aftermath of the battle 
of Okinawa, the nuclear bombing of Hiro¬ 
shima and Nugas:iki, and Japan's surrender. 

The cover of Leatherneck' •a September 
194.') issue displayed a battered and vexed 
but lovable monkey ciadlcd in the arms 
of a large .miiiing Gl pleased with his new 
pet. It was that childlike image of the 
Japanese |x:oplc that Mac Ailhurcherishcd 
throughout his Japan years, u period in 
which he maintained a splendid isolation 
from Japanese siicieiy in ways that invite 
compari.son with the cloistered lives of 
Japanese emperors. Mac Anhur's iwrspec- 
tive drew on American cliches of the 
simple, even childlike character of the 
Japanc.se as incapable of independent 
thought, even as it reversed the wartime 
vision of a people capable of fiendi.sh 
cruelty while eliding ail notions of ihc 
complexity of Japanese society. As Dower 
suggests, such u perspective was rein¬ 
forced by mechanisms of “collusive 
Orientalism." In the coming decades. 
“MacArthur's children" would prove 


tnemscives to oe supremely apt pupiis in 
seizing the economic opportunities opened 
by the occupation, to challenge American 
economic supremacy in ways unimagin¬ 
able to occupation leaders. 

Perhaps the greatest contribution of 
Embracing Defeat lies in the alternative 
view it offers of a complex post-war Japa¬ 
nese .society and the Japanese people. While 
recognising the continued strengths of the 
reactionary elites that earlier led Japanese 
ruling groups to embark on the savage 
conquest of Asia and die subjugation of 
their own people as well, and that allowed 
these past masters of sophistication to 
deftly undermine some of the goals of 
their American musters, what emerges mo.st 
forcefully here is the author’s admiration 
for the democratic and pacifist spirit and 
common sense among thcJapane.se people. 

As in War without Mercy, Dower is at 
his best in transcending American chau¬ 
vinism by highlighting the sometimes 
jarring conjunctures of Japanese and 
American penipcctives...there to expose 
the racist roots on both sides (hut most 
dcva.statingly on the U.S side) that help to 
explain the ferocity of the Pacific war, 
here to highlight the multiple ironies of 
the occupation within an overall frame¬ 
work recognising its democratic achieve¬ 
ments while remaining attentive to unre¬ 
solved legacies that continue to haunt 
contemporary Japan. Dower's great 
achievement is to shine a light into many 
of the myriad dimensions of post-war 
Japanese society to illuminate a patch- 
work of ho|)e and despair, poverty and 
corruption, fatalism and dynamism. He 
reveals its powerful aspirations for demo¬ 
cratic, labour, and women's rights, its rich 
and complex culture, and above all the 
persistent efforts of a people so devastated 
by war and ostensibly powerless in the 
thrall of their conquerors to build a .society 
on new foundations. 

Embracing Defeat is a judicious and 
probing summation of the voluminous 
documentation and scholarshipon the post¬ 
war decade in Japan and the US. Like no 
earlicrsludy, it brings to the fore the ironies 
and contradictions of the era and critically 
reassesses the great issues of Japan's post¬ 
war constitution, US-Japan relations, 
democratisatton, and the role of Japan in 
the making of the US hegemonic order in 
Asia and globally. 

Dower sheds important new' light on 
political issues that have been thoroughly 
researched by American and Japanese 
scholars, providing what is likely to stand 
as the definitive interpretation of the 
(wlitics of the occupation. Much of the 
freshest and most innovative material 


nevcnneiess iics in me cuiiunti anu social 
realm. For example, we learn that in the 
brief period between Japan's surrender 
and the landing of US forces, the Japanese 
authorities created an indigenous ‘com¬ 
fort woman' system to service the Gls. 
Where the Japanese military had turned 
to Koreans, Pilipinas, Taiwanese, Chinese 
and other colonised peoples to serve as 
comfort women for troops throughout the 
empire, the home ministry as early as 
August 18, 1943 began recruiting young 
Japanese women as prostitutes, praising 
them for "the great spirit of maintaining 
the national polity by protecting the pure 
blood of the hundred million”, that is, 
serving the country as a “dike of chastity”. 
Against this background the occupation’s 
guarantees of women’s electoral, labour 
and social rights, beginning with consti¬ 
tutional provisions that remain the envy 
of American women half a century later, 
would meet a positive reception among 
Japanese women. It is in the discussion 
of social and cultural issues that Embrac¬ 
ing Defeat points the way to the next 
generation of occupation scholarship. 

Dower’s research in archival, pubi ished, 
and graphic sources is exhaustive and 
meticulous. Particularly in opening re¬ 
search in the area of popular culture and 
society and in attempting to listen to and 
convey the voices of diverse non-elite 
strata and individuals, he goes far beyond 
conventional archival and documentary 
sources to call attention to the realm of 
pupularculture in its myriad forms. He has 
also made significant use of individual 
testimony, for example, drawing on Alex 
Gibney’s wide-ranging interviews with 
occupation authorities in preparation for 
his documentary ’Pacific Century’, and on 
the citizens' letters to the Asahi Shinbun.^ 
I wondered why, however, the muster of 
nuance and language .subtlety had chosen 
not to undertake his own interviews with 
those Americans, Japanese, and others 
who lived through and shaped the era. I 
asked him whether this was primarily 
reification of the orthodoxy of the H irviud- 
trained historian who privileges docu¬ 
ments. especially official documents, over 
’chatter’, confident that this explanation 
would not suffice given his pioneering 
work in the creative use of such uncon¬ 
ventional sources as comics, film, and 
popular fiction to gain insight into popular 
culture. I had noted, moreover, his use of 
interview protocols, written reminiscences, 
and even interviews conducted by others. 
In responding, he made two important 
points: first, he wanted above all tolisten to 
and convey the multiplicity of contempo¬ 
rary voices of the occupation, not sift 
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memories and visions Hltered through 
subsequent experiences and influenced by 
dominant ideologies; second, having minded 
valuable interviews and testimony pre¬ 
pared by other researcheis and participants, 
both American and Japanese, he would 
turn hisown energies toodter types ofsoutccs. 

I suggest that this limiting decision leaves 
important ground for future historians to 
conduct interviews with those who lived 
and shaped the occupation at all levels of 
society and with multiple perspectives. 
They will, however, have to move quickly 
while those with memories of the occu¬ 
pation remain alive. 

Embracing Defeat draws not only on 
published sources but also interviews 
conducted by others including those of the 
hi.storianTakemae Eiji. for many purposes. 
It records, for example, the fact that the 
22-ycar old Beata Sirota, who played a 
critical role in inscribing women's rights 
into the constitution, had requisitioned a 
jeep and made the rounds of Tokyo librar¬ 
ies to collect the constitutions of other 
nations to provide reference works for the 
American drafters. Milton Esman. another 
member of the drafting committee who 
arrived in Japan fresh from completing a 
Princeton PhD, is able to add his personal 
experience. He told me of visiting the 
home of his friend, the scholar Itoyama 
Musumichi, who offered additional con¬ 
stitutions and constitutional studies from 
his superb personal library. Esman adds, 
however, that these books sat on a tabic 
and were never consulted by the drafters 
of the constitution who were hard pressed 
to complete their task within a week. (At 
least never during his days as a participant 
as he was 'furloughed' to Nikko for sev¬ 
eral days after raising uncomfortable 
questions of principle about a drafting 
process for a dem(x:ratic constitution that 
excluded Japanese participation.) 

Interviews at multiple social and politi¬ 
cal levels, with both Japanese and Ameri¬ 
cans, would have made it possible to open 
up further questions concerning the inter¬ 
action of Americans with English speak¬ 
ing intellectuals and others in educating 
them about Japan and informing them of 
Japanese perspectives on critical que.s- 
tions, not to mention relationship with a 
broader range of social contacts. These 
issues take on particular salience given the 
isolation from the Japanese people of 
MacArthur and many of his top aides. 

And what of the dynamics within the 
ranks of government section charged with 
drafting the constitution? Again, there are 
voluminous documents and memoirs, yet 
oral history in the hands of an author of 
Dower’s subtlety and skill can surely go 
further in capturing important socio¬ 


political and cultural dynamics, not as a 
substitute for, but as a suj^lement to, the 
documentary record. Such approaches 
should not be conceded to the anthropolo¬ 
gist and sociologist but claimed us an 
integral part of the historians' repertory. 
Esman recalls an incident in which Rich¬ 
ard Poole, disturbed by the provisions of 
Article 9. discussed the matter with 
Colonel Charles Kades, who headed the 
24-mcmber drafting team. 

"Isn’t it." Poole asked, “a bit impractical 
to send Japan out into the world with a 
constitution that dircs not even allow it the 
right to maintain a inilitaiy to defend itself 
from aggiession?" 

Kades’ response was simple and direct: 
"Do you know where the idcacaine from?" 
Poole: “MacAnhur.” 

Kades: “Thai’s right." 

End of conversation. 

Many important questions pertaining to 
such issues as the drafting of the consti¬ 
tution by Americans and the sub.sequcnt 
negotiations with the Japanese govern¬ 
ment, 1 suggest, can further be probed 
through interviews. What, for example, 
was the nature of MacArthur's personal 
involvement in the drafting prcKcss be¬ 
yond his thrce-jKiini memorundum? Were 
not the ilraftcrs in governnieiU section in 
continuous contuci with the general and 
his chief aides to re.solve contentious issues 
throughout the week of drafting ’ If .so, 
with what consequences? 

Of course, not all of the possibilities for 
interviews centre on the ‘great events’ of 
the era. The anthropologist Robert Smith 
provided this vignette of the early ckcu- 
pation years. I Ic and another American GI 
decided to take i n a musical in (Jsaku (such 
entertainment spots were off- limits toOls). 
Entering the hall after the show hud begun, 
to Smith's embarrassment, the manager 
made two Japanese surrender their scots. 
But his cinbiirrassmcnt was far greater 
when the perl>rmcrs belted out a number 
whose refrain went: 

Pikadon, pikadon, pikadon...don...don 
Those memorable words, the flash-bang 
used to describe the impact of the atomic 
bomb, and the audience's raucous laugh¬ 
ter. remained inscribed in the young lan- 
guageofficer's memory more than 50 years 
later. 

Harlan Koch, who commanded a naval 
company in south-western Honshu and 
Ky u.shu, offers another perspccti vc. rightly 
noting that Embracing Defeat is essen¬ 
tially the view of the occupation from 
Tokyo, or from the large cities. To be sure, 
such a view is critical in understanding key 
dimensions of the big picture. Koch, 
however, underlines the fact that occupa¬ 
tion forces in the periphery lacked the 


cushy perits of their American counter¬ 
parts in Tokyo...alluding specifically to 
the photograph of a chief petty officer in 
Tokyo served by kimono-clad maids at 
home with his wife and children. Koch*.s 
comments focus primurily on the diversity 
of experiences of occupation forces, per¬ 
haps exaggerating the claim.'* He is never¬ 
theless correct in pointing to differential 
privileges of occupying forces in the 
periphery, even if his assessment doubt¬ 
less understates the privileges enjoyed by 
his own unit. But the importance of the 
photo lies above all in the fact that it was 
US navy pro|iaganda displaying the goiKi 
life of navy (icrsunnel and the appropriate 
pu.sition of Japanese servants to their 
American mastci's. Moreover, if Dower 
focuses on US occupying forces in the 
capital, his |x>rtiait of Japane.se society 
draws on letters, diaries, stories, photo¬ 
graphs and much more to convey dimen¬ 
sions of broad strata and diverse regions 
of die occupied nation. There nevertheless 
remain numerous im|K>rtant perspectives 
to be rescarchL*d on the outcomes of the 
occupation in peripheral, including rural, 
arcus of Japan and on broad classes of 
Japanese |icople. 

'llie.se random examples draw on con¬ 
versations with, ore-records from, partici¬ 
pants in the occupation. The point is sim¬ 
ply to suggest that the treasure house ol 
oral histr»ry, above all foi a work that 
makes so important a beginning toward 
a social and cultural history, has only 
begun to be iu|)ped. This is particularly 
true on the Japanese side. Given the 
magnitude and .subtlety of Dower’s ro- 
.search, the r>oinl is |x:rhap.s grutuiious, 
even self-serving, on the part of a reviewer 
who has lelied heavily on oral hisUny, 
together with official and documentary 
sources, to write about revolutionary trans- 
fonnationsin villageChinu.^ Dower's.sus¬ 
picions coiiccming the u.ses of oral testi¬ 
mony arc certainly apt. Yet all sources 
have thcirlimitations, not least the official 
rccoid. Checked against the range of 
official and unofficial, documentary, fic¬ 
tion, graphic, and other records that have 
been consulted for the pre.simt study, the 
oral record surely oilers future historians 
unique perspectives on many critical issues. 

If this study’s most important contribu- 
tionslic inengagingthe [xiliiicsandculturc 
of the era, the realms ol economic and 
institutional change are barely scratched. 
Land relorin, lor example, is scarcely 
mentioned, and economics and economic 
(x>licy IS essentially relegated to the final 
chapter where Dower shows, importantly, 
the ways in which Japanese planners early 
on anticipated much of Japan’s subse¬ 
quent hi-tech surge while Americans 
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continued to envisage an economy that 
would continue its pre-war focus on tex¬ 
tile production. Future studie.s of the 
occupation will perforce go further in 
exploring the foundation.s of Japan's 
sub.scqucnt economic surge or perhaps, 
for that mailer, anticipating the economic 
and social doldrums that Japan has en¬ 
countered in the 1990s. If economics ha.s 
come to symbolise Japan and the 'Japa¬ 
nese challenge' for many Americans, 
F.uropeuhs, and Asians, the economic and 
institutional history of the occupation await 
full-dress treatment. 

The preceding queries and criticisms 
place heavy demands on an author who 
lias produced a 7(X) pagc opus that sets 
the standard for post-war studies of Japa¬ 
nese politics and US-Japan relations. With 
this work. Dower consolidates his posi¬ 
tion as the leading western historian of 
modem Japan. Embradiift Defeat is one 
of those rare books that deserve to be read 
and debated on both sides of the Pacific. 
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Supporting Ideas with Data 

Susmita Dasgupta 

Income Poverty and Beyond: Human Development in India edited by Raja 
J Chelliah and R Sudarshan; Social Science Press, New Delhi, 1999. 


THE merit of the book edited by the team 
at UNDP lies in its sifting of hard, pub¬ 
lished. empirical data loclear many doubts 
as well as firmly establish many state¬ 
ments about poverty. The work explodes 
notions with data: poverty and growth arc 
in fact highly correlated rather than being 
mutually contradictory; reduction in popu- 
littion does not always reduce poverty; 
income measures may nr may not reflect 
the conditions of the ptxir; and social and 
political factors arc as important a.^ eco¬ 
nomic factors in perpetuating poverty. The 
fact which this book establishes is that 
about 80perceniofthe reduction in poverty 
can be assigned to a faster economic 
growth, and thereby throws a.sundcr the 
fairly common thesis that growth often 
immi.serises and displaces people. The 
contributors clearly show that there was 
really no method of incrcn.sing the share 
for the poor until and unless the overall 
size of the cake grew. 

The first two chapters ‘Income-Poverty 
in India' and ‘Trends in Income-Poverty 
in India' show that the states which <ue 
agriculturally well off are in fact better off 
m terms of poverty than the .states which 
are industrialised. Punjab, Haryana and 
Andhra Pradesh arc therefore relatively 
better off than Gujarat, Maharashtra and 
Karnataka. When this fact is taken to¬ 
gether with yet another fact that in the rural 
areas, people show no improvement in 
poverty when they switch between agri¬ 
cultural and non-agricuitural assets, we 
can see that agriculture, even today, forms 
the backbone of the Indian economy despite 
a definite structural shift over the years. 
Between 1983 and 1993, the period under 
study, poverty has accentuated in Haryana 
and Assam, perhaps due to the migration 
into these .states. States which have done 
particularly well in poverty reduction 
arc Kerala (37 per cent). West Bengal 
(3S per cent) and Tamil Nadu (32 per 
cent). While in Kerala and West Bengal, 
there have been substantial efforts at land 
reforms, in Tamil Nadu, sharply directed 
meal schemes and other targeted 
programmes like the targeted POS have 
made an impact. In the next set of states, 
Punjab, the most prosperous state and 
Orissa the least prosperous one, have 


been able to reduce poverty to the same 
extent. 

There has been a tendency of p»)verty 
to reduce, both in depth as well as in its 
intensity. Tlie proportion of the pixir to 
the overall population has also reduced, 
but the ab.solutc numbers have increased 
because the population growth rate among 
the poor has increased. This indicates a 
definite tendency among the poor to 
multiply faster. A later chapter has in fact 
shown that an important aspect of .self¬ 
perception of prosperity among the poor 
is a large family size. This is also logical, 
because in a condition of underemploy¬ 
ment and disguised unemployment, the 
last labourer contributes so little that the 
wages he draws against his contribution 
may not be sufficient for his survival. This 
can happen even under ihc context of fair 
wages, because due to overcrowding, the 
labourer who comes in last may not be able 
to contribute a lull unit of his work. This 
explains the trend where he tries to get tied 
to multiple occupations and a large family 
with child labour fits neatly into this sub- 
optimal employment equilibrium. Though 
these arc not explicity stated in the book, 
there is enough evidence by which such 
inference may be conlidently made. 

The crux of the jxior person's problem 
is that he comes in towards the end. The 
question is why can he nut come in earlier? 
And it is here that the institution of caste 
comes into play. Caste is actually a gradu¬ 
ated system of access to agrarian land 
which is covered up by i.ssues like purity 
and pollution. This means that the lower 
the actual rank of the ca.ste in a village, 
the le.ss is thechance of its members gaining 
accc.ss to land-based sustainable occupa¬ 
tion. Rural markets are mostly interlinked 
and hence land-ba.sed disadvantage gets 
translated into other kinds of disadvan¬ 
tages which include social exclusion from 
education and health services. 

As a derivation from the above data, we 
nan explain why the scheduled castes and 
the scheduled tribes poorer than the 
mainstream population and the scheduled 
tribes poorer than the scheduled castes. 
Consequently, women are poorer than men 
but in the female-headed households, 
where women have a greater role to play 


in the decision-making process, poverty 
is lower. This provides an empirically 
grounded rationale to empower women 
for the alleviation of poverty. This is 
because, in u later chapter on ‘Food Se¬ 
curity and the Poor', the contributors say 
that women have a surprising way of 
optimising the fimd intake by hedging and 
switching among different kinds of food 
as well as storing food against appre¬ 
hended crisis. 

Caste and tribe arc important social 
factors which discriminate against sec¬ 
tions of the society on the basis of access 
to land. Thc.se factors have most crucially 
discriminated against the scheduled groups 
in case of the self-employed agrarian pixir. 
Poverty IS the highest for the assctless 
agricultural poor, for both Ihc .scheduled 
as well us the non-schcdulcd categories. 
But the difference in the proportion of 
poor among SC and ST and among 
mainstream (mpulatioii is the most pro- ' 
nounced where some land is owned. In 
other words, the relative probability of the 
SC or ST to he |Kior as compared to the 
non-SC and non-ST category is higher 
where there is ownership of land. This 
.seemingly punidoxical view is resolved 
when we consider that the SC and .ST have 
more of the unproductive, nun-irrigated 
land on the fringes of the main village 
and also their land parcels are small and 
non-contiguous. However, within the 
scheduled tribe poor, inequality in land 
ownership docs nut become as crucial 
as for the poor within the scheduled 
caste groups because tribals have more 
community support and accc.ss to com¬ 
mon property resources which they can 
manage. 

The agrarian structure is the core of 
social differentiation and hence the dif¬ 
ference between the SC. ST and the non- 
SC, non-ST is the sharpest here as also 
the incidence of poverty. As people go 
into non-agricultural occupations, botii the 
incidence of poverty as well as the social 
distance between the social groups re¬ 
duce. The most secured livelihood is one 
which is completely out of the village 
economy, i c, trader, transfKirt operator, 
teacher, clerk, peon or even night-guard. 
In fact, more than land, a .steady .salary 
appears to be more poverty alleviating and 
one should remember this while reading 
the chapteron specific poverty-alleviation 
schemes. This is true for both rural as well 
as urban poverty. 

It appears from the data cited in the 
volume that the probability of poverty in 
the niral areas whether you owned assets 
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in agriculture or in non-agricuJiural occu¬ 
pations is equal. Thi.s provides us with a 
crucial insight that in the rural economy, 
little is to be gained by switching occu¬ 
pations. the only difference being that 
agriculture provided one with food secu¬ 
rity while non-agrarian occupatioas do not 
do so. In other words, the capabilities of 
an individual do not depend so much on 
thetypeof asset as on the.sourccofincomc. 
If the source of income is external to the 
economy, then people are invariably bet¬ 
ter off. This should have positive cues for 
migration to urban areas, to which we will 
now turn. 

The urban area changes the ‘.source’ of 
income but poverty d(x;s not decline here 
except marginally. Here too, the self- 
employed with a few assets arc almost as 
poor as casual labourers without assets. 
Only those drawing regular wages and 
salaries were better off. There is perhaps 
evidence of social di.scrimination against 
the SC’s and the STs, bccuu.se they are 
found less in the regular salaried or regular 
wage occupations. This may mean that 


once identified as .socially marginalised 
and excluded group.s, they probably face 
resistahcc from the already entrenched 
urban groups. 

In the chapter, ‘Human Development 
Profile in Rural India’, the contributor 
divides the households into income cate¬ 
gories and creates four categories with two 
each on either .side of the poverty line. He 
then plots land ownership and social 
categories against these income catego¬ 
ries. He finds that the household income 
in the uppermost category is about 12.4 
limes higher than that of the lowest in¬ 
come group in terms of per capita income 
and it is .seven times higher in terms of 
household income. We can easily observe 
that large household size is the key to a 
growing income level and this has hap- 
[lened in Rajasthan and UP. The rank of 
these two stales in terms of household 
income is higher than their rank in terms 
of per capita income. For the other states, 
the per capita income rank is .same as their 
household income rank. Poverty, this 
contributor shows, is also related to the 


extent of inequality. States and regions 
with higher Gini coefficient which means 
higher inequality are also the poorer ones. 
An important difference between rural 
and urban poverty is that while urban 
poverty is ubiquitous, rural poverty is more 
concentrated in the Chhotanagpur area 
and in the upperGangctic and Brahmaputra 
plains. 

Poor quality of land in the former and 
pressure of population on land in the latter 
have seen poverty rising in these areas. 
However, once again the Gini coefficient 
is higher in the two middle groups than 
the ones which are just below the poverty 
line and the ones which are just above it. 
This means that the groups immediately 
on either side of the poverty line could 
alwayscrosseitherway, boihoutof poverty 
but also into it. 

The other conclusions of the chapter are 
as follows. Per capita income increa.scs 
with land size while household income 
i ncrca.sc.s with the size of the fami iy though 
per capita income declines. This becomes’ 
a strong justification for the high popu- 




VOLUNTARY ACTION IN 
HEALTH AND POPULATION 

The Dynamics of Social Transition 
edited by Sm\L MiSRA 

This volume brings together fourteen case studies 
of action research projects undertaken by voluntary 
organisations in the field of health and family 
planning. They cover projects in different socio¬ 
cultural situations across ten states, each unique 
in itself, calling for area-specific strategies. This 
book analyses the dynamics of social change, the 
factors that lead to success, and the problems. 

The case studies contain a wealth of material 
which will assist in the formulation of 
methodologies and long-term strategies to 
transform positive change into enduring social 
behaviour. At the core of the book lies a concern 
for community participation and the need for mass 
education as being crucial to bring about an 
attitudinal change in health behaviour. 

2000 / 276 pages / Rs 425 (cloth) / Re 225 (paper) 


THE MYTH OF COMMUNITY 

Gender Issues in Participatory Development 
ed/fed by IRENE GUiJT and MEERA KAUL SHAH 
with a forewo/d by ROBERT CHAMBERS 

The Myth of Community provides many insights 
into how women can be involved more equitably 
and appropriately in participatory processes, and 
how gender issues can be tackled more 
meaningfully. The contributors discuss the crucial 
role played by conceptual clarity, appropriate 
methods and methodologies, and supportive 
organizations and institutional structures. The 
strengths and limitations of the many concrete 
examples provided by those who are closely 
involved in participatory development will provide 
stimulating reading for all those keen to improve 
the quality of their participatory work. 

1999 / 308 pages / Rs 295 (paper) 

AVistaar Book 

Originally publlahad by Intermedia^ Technology 
Pubileatlona and priced at £ 8.95 (paper) 


SAGE Publications India Pvt Ltd 

e Post Box 421S, Mm Dslhi 110 048. Tel 64ffia84. 64449SB. 64S391S: Fax: 91-11-6472426; eHnail: sageiiidOnda.vsnl.nel.in • Sales Office Tal: 6463794.6463820, 
Fax. 91-11-621732% s^l: txx)liordersOin(iiasage.coni ■ Ground Floor, 59/5. Prftice Baktlar Shah Road, Tollygunga, Calcutta 700 033, Teh 4172642 ■ 27. Malony 
Road. T Nagar, Madras 600 017, Tel 4345822. 4326265; e-mail: saoeindOind4.vsnl.net.in ■ 31. UB Stadium, Post Box 131, Hyderabad 500 001, Tal; 231447 


3.514 


Economic amt Political Weekly December 11, 1999 



lation grow*. Economic dcvelopmentand 
job opportunities are *e key to poverty 
reduction. Consequently, the contributor 
.shows *at per capita income increases 
with a salaried job, and steady wage earners 
have almost 45 per cent more income than 
all the other groups. Christians are better 
off than Hindus and Muslim.s and of the 
last two mentioned, the former is belter 
off than *e latter. Developed villages have 
about 25 per eent more income than 
undeveloped villages, and the share of 
non-agricultural income is higher in the 
developed villages. 

Poverty has been so far defined in terms 
of the minimum income which is required 
to buy the necesssities of life. In the chap¬ 
ter, the author develops the ‘capability 
poverty measure' which takes into ac¬ 
count undernourished children, women 
without access to institutionalised facili¬ 
ties for deliveries and female illiteracy 
rates. This measure, abbreviated as the 
CPM does not always correlate wi* *e 
income poverty measure. This measure 
reveals that India continues to be poor 
even when income increases and when 
income growth percolates down, various 
institutional rigidities prevent people from 
getting the fullest benefits of economic 
growth. 

A later chapter called the 'Dimensions 
and Measures of Human Poverty' has 
developed a composite index ba.scd on 
UNDP's methodology in order to calcu¬ 
late the extent of real poverty which 
goes beyond the income measure. This 
measure takes into account the level of 
nourishment and sanitation and reveals 
that Punjab, Haryana, Gujarat and 
Himachal Pradesh are in fact poorer than 
what their incomes show and Kerala, 
Madhya Pradesh, Orissa and Tamil Nadu 
arc not as poor as thei r incomes make them 
out to be. 

The chapter, ‘Fotid Security and the 
Poor' takes off from this point and shows 
that the head-count ratio (HCR) measure 
addresses food availability and stability in 
the overall production of Rtodgrains as an 
adequate guard against poverty. But these 
macro factors per se have not been able 
to ensure, that food is secured in the in¬ 
dividual households of the poor. The poor, 
w’hose food basket mainly consists of 
cereals are the worst affected when food 
prices rise and the fact *at *ey have very 
little of any kind of supplementary food, 
food availability by itself does not guar¬ 
antee nutrition. A deHnite reason for 
optimism is that the poor too have shown 
some amount of diversity in *eir diet. 


This is a clear sign of improvement but 
which can be reversed if we arc not careful 
about food prices. Food prices have a 
negativerelationship with poverty allevia¬ 
tion. Furthermore, a larger food intake 
may not always be translated into higher 
nutrition because the capacity to absorb 
fixxl will depend upon other conditions 
of living like safe drinking water and 
sanitation. The nutritional status of Kerala 
and Tamil Nadu, which has taken special 
care to target populations, specially chil¬ 
dren wi* mid-day meal schemes, is better, 
while Maharashtra and Gujarat have 
nutritional standards lower than their focxl 
availability. 

The chapter ‘Current National Policies' 
on the various an(i'|iovcrty programmes 
discusses the schemes underthe IROPand 
Jawahar Rojgai Ynjana (JRY). While the 
schemes under IRDP revolve anmnd em¬ 
powerment through the availability of 
credit and training for .self-employment, 
JRY and its v.iriution the F.mployment 
Assurance Scheme (HAS) arc relief 
programmes wheie the unemployed youth 
arc engaged for variou.s kinds of construc¬ 
tion works and arc paid in fexxigrains. The 
latter schemes arc more like ‘jobs' and 
they pay directly in foodgrains and hence 
they benefit the poor more. Besides, these 
schemes have also created rural infrastruc¬ 
ture which has definitely contributed to 
the development of the villages. In con¬ 
trast, the IRDP schemes have not done so 
well. The credit was inadequate for the 
levels of investments needed to start ihc 
non-farm occupations and there were no 
market linkages for these schemes. Be¬ 
sides, the beneficiaries were not 'inte¬ 
grated' into any system and they remained 
i.solated operators which made these 
schemes difficult to succeed. The most 
certain benefits towards poverty allevia¬ 
tion have been possible through land 
reforms. West Bengal and Kerala have 
implemented land reforms well and con¬ 
sequently these states have seen a definite 
decline in the death rate and birth rate and 
a rise in literacy. 

The chapter ‘Expenditure for Human 
Development and Public Provisioning for 
Poverty Alleviation’ concludes that as far 
as access to health and education are 
concerned, private expenditure in educa¬ 
tion is directly linked to the educational 
statu.s of the people. One can construe that 
an increase in per capita income would 
ensure an increase in literacy. However, 
only an increased public outlay on 
health could raise heal* standards because 
access to health is finked to public ex¬ 


penditure ra*er than individual expendi¬ 
ture. 

The most interesting chapter is the 
concluding one on people's own percep¬ 
tion of poverty. 'People’s Own Percep¬ 
tions and Assessment of Poverty ’ says that 
the prime measure of prosperity is human 
dignity. An increase in the standard of 
living w'as associated with an increase in 
human freedom. A reduced reliance on *c 
traditional social relationships was seen 
to be a measure of wealth as was an 
increased social mobility. Prosperity was 
associated with liquidity options rather 
than fixed assets, improvement in foixi 
intake and diet components, a regular 
salaried job and/or an external source of 
income, larger family, gcxHl crop, land 
ownership, access to common property 
resources, education and health and owner¬ 
ship of consumer durables. The unex|iccted 
finding is that the poor consider a large 
family to be a .source of wealth and this 
says very little for iioopic’s conviction in 
reducing population in order to alleviate 
poverty. 

The importance of the book lies in its 
ability to refer to data rather than merely 
to theoretical notions about poverty and 
place a targcl}^economic phenomenon into 
its sociological and political co-ordinates. 
It establishes with firm empirical evidence 
a basic stKiological factufhow social discri- 
inination is ultimately geared towards 
economic exclusion. Tliccontributors have 
been very careful to include how not only 
income-related indicators but also indica¬ 
tors such as health and education are equally 
important aspects of poverty alleviation. 
Perhaps we all know this, but to establish 
the statement through a functional 
relationship has been an iinfiortant con¬ 
tribution of the voluitK. However, the 
tallest contribution of the volume is the 
role of political economy in poverty 
alleviation - jobs and not self-employ¬ 
ment, system and not network, the .Mate 
rather than the community, political em¬ 
powerment rather than participation have 
played a greater role in the alleviation of 
poverty. This is why, those with .salaried 
jobs and in the organised sector have 
consistently done better than the ones 
outside it and a ‘job-like’ programme of 
the JRY has done belter than a self-cm- 
ploymcnt-orienicd programme like 
DWCRA. A major weakness of the book 
is that it is not always aware of its con¬ 
tribution towards knowledge and licnee, 
on more than a few occasions, the papers 
have lacked conviction and hence articu¬ 
lation. 
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Has Poverty D^lined since Economic Reforms? 

Statistical Data Analysis 

Gaurav Datt 

Recent estimates of absolute poverty in rural and urban India, covering the period up to 1997, are presented. 
The estimates present a mixed picture of a moderate decline in urban poverty rates, but relatively unchanging 
levels of rural poverty during the 1990s, which seems largely attributable to differential growth in average 
living standards in the two sectors. However, the unresolved and increasing discrepancy between the national 
accounts and survey-based estimates oj consumption growth raises doubts about how egalitarian the growth 
proce.ss has been over this decade. 


TURRE has been much interest in how 
living standards and poverty in India 
have evolved since the beginning of 
economic reforms in mid-1 W 1. However, 
till recently, the available estimates of 
poverty only covered the period up to 
1993-94 (see, for instance, Datt I998aj. 
Thus, it was not possible to make any 
delinitivc statement on how living stan¬ 
dards of the poor have been changing in 
the |X)st-rcfonn period. The puipose of 
this brief paper is to present more recent 
estimates of poverty fur rural and urban 
India for the I99()s. The estim.Tte.s are 
based on tabulated distributions of con¬ 
sumption expenditure published re¬ 
cently by the National Sample Survey 
(N.SS) Organisation (NSS 1997|. At the 
time of writing this paper, the latest period 
covered by these tabulations was that 
for the NSS 53rd round, viz, January- 
Dccember 1997. 

The construction of poverty estimates 
in this paper follows essentially the same 
mcthtxiology as has been used in our esti¬ 
mates fur the earlier period, as for instance 
presented in Datt (1998a). Thus, we con¬ 
tinue to use the same aksoluie poverty lines, 
given by a per capita monthly expenditure 
of Rs 49 in rural areas and Rs 37 in urban 
areas at October 1973-June 1974 all-India 
rural and urban prices, respectively.' We 
also continue to use the methodology based 
on parametric Ixirenz curves to derive 
estimates of poverty mcasurcs.“Threc sets 
of poverty measures arc estimated: the 
headcount index, the poverty gap index 
and the squared poverty gap index. 

Also consistent with our previous 
methodology, our estimates make a cor¬ 
rection to the rural deflator, the consumer 
price index for agricultural labourers 
(CPIAL), for the price of firewood, which 
till recently had been treated as a constant 
by the Indian Labour Bureau in the con¬ 
struction (rf the CPIAL indices.^ 


The estimates 

Table I presents the estimates of real 
mean consumption, poverty measures, and 
the Ciini indices for rural and urban India 
since 1973-74. Three features of the re¬ 
sults are notable. 

Probably, the most notable feature of the 
rc.sults in Table 1 is that the mid-1980s 
seems to be a significant watershed in the 
evolutionoflivingstandardsin India.Thus, 
for instance, while there was a marked 
decline in both rural and urban poverty 
rates between 1973-74 and 1986 87, there 
is no sign of anything comparable since.'* 
This is also reflected in the national poverty 
estimates (sec the headcount indices in 
Figure 1). 

The second notable feature of the results 
has to do with the contrast between rural 
and urban trends, especially since the mid- 
198()s. Focusing in particular on the pe¬ 
riod relevant to economic reforms, we 
could take the average of the 45 th and 46th 
rounds as describing the situation just prior 
to economic reforms, which could be 
compared with the average fur the last two 
rounds of the 1990s, viz, rounds 52 and 
S3, as the most recent ‘post-reform’ situa¬ 
tion. With this stylised representation,-^ we 
find quite different trends across rural and 
urban sectors. 

For rural India, we find that there is 
virtually no change in the pre- and post- 
reform poverty measures. This is true for 
all poverty measures, the percentage 
change ranging between 3.1 per cent for 
the headcount index, -0.2 jwr cent for the 
(Xivcrty gap index and -4 per cent for the 
squared poverty gap index. This relative 
lack of change in the poverty rates is also 
reflected in the rural real mean consump¬ 
tion, which also remained virtually un¬ 
changed over this period. In contrast, there 
was about a 10 per cent increase in the 
urban real mean consumption. This growth 


in average living standards is also reflected 
in a decline in the urban poverty measures. 
For instance, the urban headcount index 
declined by about 12 per cent. The urban 
poverty gap and squared poverty gap 
indices declined somewhat more rapidly, 
by about 15 and 20 per cent, respectively, 
indicating that improvements in the living 
standards were not confined only to the 
neighborhood of the poverty line, but also 
permeated below that threshold. 

However, the failure of the rural poverty 
measures to decline can hardly lie inter¬ 
preted as implying that the benefits of 
|)ost-reform economic growth have been 
limited to the relatively rich, and the poor 
have been bypassed by that process. The 
evidence docs not support .such an inter¬ 
pretation. There does not appear to be any 
sharp increase in intra-scctoral inequality. 
To be sure, the rural and urban Gini in¬ 
dices have increased by 4-5 per cent, but 
that is a relatively small change and not 
one into which too much can be read. 
Instead, the overall picture presented by 
the NSS data is one of differential growth 
in average living standards in the two 
sectors. The stagnation in rural poverty 
.seems largely attributable to the lack of 
growth in that sector, while the moderate 
growth in urban living standards appears 
to account for the decline in urban poverty 
measures. 

Statistical tests 

We investigated the sectoral contrast 
story further by testing for differential 
trends using the following model: 

In Y, = a,DiP«’' + OjD, 

+ P,tD,i^‘ + p 2 tD,P°‘‘S* + u, 

where Y, is the poverty measure (or mean 
consumption or the Gini index) af date t. 
and Di”’* is a binary variable that takes 
the value of 1 for all dates up to June 1991 
(46th round), and 0 for all later dates, and 
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Fkjwie 1 : PovBrrY in India. 1973-74 to 1997 : Nationai, Rural and Urban 



Vole: The markers in ihc figure eorrcspon J to the mi(t-|Hiint riflhe NSS survey |>erio(i. and the years 
on the hori7.onlal axi.s arc culciutar years, for example. (1974,0) Is January 1974. 


of growth in rural mean consumption. 
Rural mean consumption grew at a sig¬ 
nificant 1.45 per cent per annum up to 
1WI as against a zero growth trend there¬ 
after. However, there was no significant 
trend in rural Ginis in cither period. 

By contrast, for the urban .sector, the 
hypothesis of equal rates of change in the 
pre- and post-1991 periods is found to be 
statistically acceptable for mean consump¬ 
tion. Gini indices as well as all poverty 
measures. Thus, while mean consumption 
grew at a statistically significant rate of 
1.35 per cent per annum over the whole 
period 1971-97. the poverty ineaiturcs also 
declined at significant rates; 1.9. 2.0 and 
3.2 per cent |kt annum for the headcount, 
poverty gap and the .squares poverty gap 
indices. There was however no significant 
trend in the urban Gini index. 

The statistical tests thus confirm the 
de.scriptive results. While the urban sector 


DPosivi equal., ,, DPre‘^i). The P para- 
■Tveters measure the trend rates of growth. 
Wc test for the equality of pre- and posi- 
'cfonn growth rales by testing forequality 
.if P, and Pi. The results of this exercise 
arc presented in Table 2. 

For the rural sector, the results indicate 
.hat while there was a significant trend 
Jcclinc in all three poverty measures up 
;o niid-1991 (at an annual rate of 2.7 per 
;cnt for the headcount index. 4.5 per cent 
for the poverty gap and 5.9 per cent for 
:he squared poverty gap index), the rate 
jf decline since then is not significantly 
different from zero. The liyjiothesis of 
:qual trend rales of poverty decline in the 
pre- and post-1991 periods is thus re¬ 
jected. as is the hypothesis of equal rates 


Tabi I:Tki .a> K aha or Change in Mian CoNsiiMriiuN, Poverty anii Ini ouALrrv in India. 

197.7-91 vNi) 1991-97 


Variable 

Test for Sairte Trend 
for Both Periods 

Trend Rale «l Growth 

Oct 71- Jun 91 

iul 9I-IJCC97 

Get 7t-l)ee 97 

Rural 





Mean consumptioii 

.1.50 IC.06J 

1.45 (9.K8) 

0.19 10.721 


Gini coenicicnl 

0.21 (O.frtl 



-0.18 (0.85) 

Headcount index 

4.02 10 (Ml 

-2.70(9..54) 

, -O.-S 1(0.49) 


Poverty gap index 

8,77 10.001 

-4..M)(II.6) 

• 41.06(0 04) 


Stjuared pi'verty gap index 7.90 (ti.00| 

5.92(10,9) 

-0.06(0.01) 


Urban 





Mean consumption 

0.1410.711 



1 15(6.24) 

Ciini coefficient 

0.6010.44) 



0.(K)1(0.0S) 

Headcount index 

0.18|ll.67| 



-1.9.1(6.081 

Poverty gap index 

().02|0.KKJ 



•2 (itjCii.SO) 

Squared poverty gap index l).0t)2(fl 961 



-.1.19(6..5t)i 


A'lircT'Thr text .sialislic is (listribuicd us a Chi-S(|uaic will) one degree of rrcedoin. 7'hc numbers in 
square brackeic arc probabilities of Chi-squarc > test siatislie. The numbers in round briiekcls 
arc t-r.nio\. 


TABLf I; MrAN Consummion. Ptivlbtv and]N i-oiiAi.ny in India. 197.1 -97 


VSS Round 

Survey Period 

Mean Consumption 

llc.'idcouril Index 

Poverty Gap Index 

Squaicd Poveity 
Gap Index 

Gini Index 

Rural 

Urban 

Rural 

Urban 

Rural 

Urban 

Rural 

Urban 

Rural 

Urban 

>8 

Oct 73-Jun 74 

53.01 

70.77 

.5.5.72 

47.96 

17.175 

13.f»02 

7.128 

5.219 

28.54 

30.79 

12 

Jul 77-Jun 78 

58.25 

82.42 

50 60 

40.50 

15.025 

11.687 

6.057 

4.526 

30.92 

34 71 

18 

Jan 83-Dcc 81 

61.46 

87.51 

45.31 

35.65 

12.649 

9.517 

4.841 

3.5.57 

30.1 

34,08 

42 

Jul 86-Jim 87 

66.99 

93.86 

3S.81 

34.29 

10.013 

9 l(X> 

3.7(X) 

3 395 

30 22 

36.75 

43 

Jul 87-Jun 88 

66.60 

89.11 

39.22 

36.20 

9.275 

9.121 

2 982 

3.056 

29.39 

34. (M 

44 

Jul K8-Jun 89 

66.57 

89.11 

.39 06 

36.60 

9.504 

9.537 

3.291 

3.293 

29 51 

.34 X 

45 

Jul 89-Jun 90 

69.03 

93.33 

34..10 

33.40 

7.799 

8.j05 

2.575 

3.038 

28.23 

3.5 59 

46 

Jul 90-Jun 9i 

66.71 

91.16 

36.43 

32.76 

8.644 

8.509 

2.926 

3.121 

27.72 

33.98 

Pre-refomt 

Jul 89-Jun 91 

67.88 

92.25 

35.37 

33.08 

8.222 

8.507 

2.751 

3 080 

27.98 

34.79 

47 

Jul91-Dcc9l 

68.50 

97.52 

37.42 

33.23 

8.288 

8.244 

2.680 

2.902 

29.91 

.37 98 

48 

Jan 92-Dec 92 

63.80 

93.18 

43.47 

33.73 

10.881 

H.824 

3.810 

3.191 

29.88 

35 M 

50 

Jul 93-Jun 94 

67.45 

95.95 

.36.66 

30.51 

8,387 

7.405 

2.792 

2417 

28 .58 

.34..34 

51 

Jul 94-Jun 95 

66.39 

96..* 5 

41.02 

33.50 

9.285 

8.382 

2.995 

2 799 

.to 17 

.37.18 

52 

Jul 95-Jun 96 

67.37 

103.52 

37.15 

28.04 

8.098 

6.781 

2.527 

2 J22 

28.43 

35.53 

53 

Jan 97-Dec 97 

70.71 

99.64 

35.78 

29.99 

8.312 

7.765 

2 7.57 

;>.72S 

30 56 

36..54 

Post-reform 

Jul 95-Dec 97 

69.04 

101.58 

30.47 

29.02 

8 205 

7.273 

2 <>42 

2.474 

29.50 

36.(M 

Per cent change between post- 

and pre-reform 1.7 

10.1 

3.1 

-12.3 

-0.2 

-14.5 

-4.0 

-19.7 

5 4 

3.6 


Notes: Rural and urban poverty lines are Rs 49 and Rs 57 per capita per month at alt-India rural and urban prices re.spcciivcly. Rural and urban mean 
consumption are expressed in Rs per capita per month at all-India rural and urban prices respectively. The poverty measures and fiini indices are 
express^ os percentages. 
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appears to have continued its trajectory of 
growth and poverty reduction through the 
1990s, rural poverty reduction in the 199()s 
was choke*! off by the lack of rural growth. 
And there was no significant trend in 
inequality in cither sector, although in¬ 
equality at the national level is likely to 
have increased as a result of greater urban- 
rural disparity. 

Whither growth * 

The near-stagnation of rural mean con¬ 
sumption, which also tempered the overall 
growth in national mean consumption, is 
at variance with the significant positive 
rales of growth in per capita income over 
the 199().s reported in the National Ac¬ 
counts .Statistics (NAS). For instance, per 
capita net national product (at factor cost) 
at constant 1980-81 prices reportedly grew 
at an annual average rate of 3.6 per cent 
lietwecn 1990-91 and 1997-98 (based on 
the Clenlral Statistical Orguni.sation esti¬ 
mates reported in the Economic and 
Political Weekly, vol 33:2950); this may 
be coiitra.stcd with a near-zero growth in 
rural mean consumption and a 1.4 percent 
annual rate of growth in urban mean 
consumption. There is no apparent change 
in the NSS survey instrument or method¬ 
ology that could account for this. Nor docs 
this seem to he a problem of different 
dellators. For instance, even in nominal 
terms, NSS consumption grew by 198 per 
cent between 1990-91 and 1997, while 
NAS consumption grew by 233 per cent 
over the same period.*’ 

A full reconciliation of NSS and NAS 
consumption growth is beyond the scope 
of this paper. Part of the explanation may 
be found in an increase in the household 
saving rate. But beyond this factor, let me 
end with the following c<mjccture; the 
NSS surveys have tended to underesti¬ 
mate consumption at the up|rcr end of the 
distribution, especially in the more recent 
period.’ The relatively rapid growth in 
consumption at the up)tcr end during the 
1990s would then account for the increas¬ 
ing discrepancy iK-twecn NSS and NAS 
consumption estimates. If this cttnjecture 
is right, while the NSS poverty estimates 
remain credible as lhe.se arc unaffecteii by 
the underestimation of the consumption 
of the rich, the increa.se in ine(|ualiiy u ould 
be underestimated. 

in conclusion, the estimates presented 
in this paper indicate that national poverty 
alleviation since the country embarked 
on economic reforms in 1991 has been 
limited by the stagnation in rural poverty 
rates. The 1990s appear to have Ivecn a 
decade of missed opportunity as far as 
poverty reduction is eoncemed. But, based 


on the NSS data alone, there is also little 
evidence to suggest that this has been due 
to an inegalitarian growth process whose 
benefits have been limited to the relatively 
higher income groups in rural and urban 
areas. However, this possibility cannot be 
ruled out if one were to reconcile a much 
stronger growth performance according to 
the national accounts with a stagnating 
real mean consumption indicated by the 
NSS data 

Notes 

(This paper was written when the author was a 
research rellnw at the Intematiunal Food Policy 
Kcsearch In -titute, Washington, DC. It presents 
the views of the author, which should nut he 
attributed to IFPRI or the World Bank. The author 
would like to thank Stephen Howes, Monica Jain, 
Valerie Kozel. Sanjukta .Mukhetjee and Martin 
Ravallion fur useful comments and other help.] 

1 Sec Oatt (1997) for further discussion of the 
NSS data and these poverty lines, also used 
by xovcmmeni of India (1993). 

2 Sec Datt (1998b) for u detailed discussion of 
this methodology, that involves chousing 
between two alternative parametric forms of 
the Lorenz curve subject to the saiisiaction of 
a set of conditions for a valid l,urcn/ curves. 

3 Fircwoixl ha.s a non-trivial weight of b.4 |x:r 
cent in the CPIAL index. For further discussion 
of this point, see Datt (1997). 

4 The sharp increase in rural poverty tluring 
1992 was a rather atypical event. This immediate 
post-crisis experience is analysed in greater 
detail by Dan and Ravallion (1 ^J7), who found 
that only alxiut a tenth of the measured inercase 
in poverty could be attributed to factors that 
could be retidily linked to the macro crisis and 
the following stabilisation programme 

5 'Utis is no more than a stylisatmn used fur 
convenience It should be obvious that the piv- 
refurm period need not be confined to the first 
two rounds before the advent of economic 
rel'unns. Nor ore the last two rounds of the 


1990$ adequately described as 'post-reform'. 
The reforms are not over yet. and equally, one 
could include rounds SO and SI as well as to 
form the ‘post-reform’ average. 

6 ThisestiroateisbasedontheNASconsumption 
per capita estimates interpolated linearly to the 
mid-point of the survey periods of NSS 46th 
and S3rd rounds. 

7 This is more likely to be true of non-fcxid 
consumption which has become increasingly 
di verse with the accumulation of new products; 
this diversity is likely to be less well captured 
over lime with an unchanging consumption 
module. For further discussion of how changes 
in the NSS survey methodology could have 
affected trends in inequality, see Datt and 
.Mukherjee (1999). 
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Akali-BJP Debacle in Puiyab 

Wages of Non-Performance and Fragmentation 

PS Vcrma 

The mlin^ Akali-BJP combine in Punjab has been reduced to three seats in the Lok Sabha elections 1999 
from its major success in the 1997 assembly and 1998 Lok Sabha elections. Their failure to keep populist 
promises made during the previous elections brought on a punishing backlash. While largesses offered to 
rural areas and farmers alienated urban and non-agriculturist votes, the non-materialisation of such manna 
angered the disappointed would-be-beneficiaries. Corruption was also an issue though there was little to 
choose between the two rivals on that .score. It was Congre.ss' edge in organisational matters which helped 
them translate the anti-incumbency advantage into votes and .scat.s. 


I 

Background 

THE present Akali Dal-BJP combine, 
which was formed on ilie eve of the 
February 1997 assembly elections and 
claimed to be poised to play a crucial role 
in national politics, made the most im¬ 
pressive gains by securing the highest ever 
tally of seats in the state legislature in 
1997. As a matter of fact, the Congress 
Party, which had secured as many as 87 
a.ssembly scuts during the truncated polls 
of 1992. .saw the worst ever election (ler- 
formance in the state during the 1997 
assembly elections. It was almost deci¬ 
mated, securing only 14 scats with 26.38 
{lercent valid votes in the .state. Incidentally, 
the tally was lower than '.he party's terrible 
performance in 1977 when it won 17 
a.s.sembly seats with 3.3.4 per cent of valid 
votes in Punjab. 

The Akali-BJP combine on the other 
hand had the highest ever performance 
during the February 1997 pol ls. The Akali 
Dal (B) alone won 75 seats, highest ever 
by the Akalis in the state. It was two seats 
more than the previous highest ever Akali 
tally of 73 seats during the .September 
1985 a.ssembiy elections, held against the 
backgroundofthc Rajiv-Longowal Accord 
of July 24,1985. Surprisingly enough, the 
BJP in alliance with the Akali Dal(B) also 
won 18 seats in the 1997 assembly pulls. 
It was twice the highest ever tally of its 
earlier incarnation, the Bharatiya Jana 
Sangh, in 1967. 

Furthermore, during the February 1998 
Lok Sabha elections, the Akali Dal-BJP 
combine lurthcr consolidated its position 
by winning all the eleven parliamentary 
seats that it contested in the state. So much 
so that in the remaining two parliamentary 
constituencies of the state the ruling 
combine had enabled the victories of IK 
Gujral (JD) in JullundurandSatnam Singh 
Kainth of the newly formed Bahujan Samaj 
Morcha (a breakaway group of the BSP) 


in the Phillaur rc.served Lok Sabha scat. 

The Congres.s(l) was badly mauled and 
had drawn a blank like the 19771.A)k Sabha 
elections which w ere held after emergency 
and the stcnii.sution programme. The 
condition of its allies like the CPI and the 
BSP in the state was no diffenmt. In the 
case of BSP it was a steep fall as it hud 
won all the three scuts that it had contested 
in alliance with the Akali Dal(B) during 
the April 1996 parliamentary {Kills. More 
surprisingly, even the heavyweights and 
old warhorscs of the Congre.ss Party from 
Amritsar and Gurduspur. who hud won 
thcirrcsjjcctive seats as many as five times, 
were knocked out by the ‘political 
greenhorns' Dayu .Sitigh Sodhi and Vinwl 
Khanna of the BJP. 

Mention may be made here that the BJP 
on its own during the April 1996 
parliamentary {lolls. not only failed to win 
any scat out of six that it had contested 
but also forfeited deposits in as many as 
four scats. Likewi.se, its poll percentage 
in all the six parliamentary .seats was as 
meagre as 6.48 percent in 1996. Whereas 
in alliance with the Akali Dal (B) during 
the February 1998 parliamentary pulls it 
increased to 10.95 per cent only in three 
Lok Sabha scuts which the party succes.s- 
fully contested. Not only did an appreciable 
number of Hindu voters, who had been 
often siding with the Congress Party in the 
state, turn to the BJP but also the Jat-Sikh 
peasants in rural areas voted in its favour 
due to its alliance with the Akali Dal(B). 

All titis shows that the anti-Congress 
wave, which was witnessed in the previous 
parliamentary and assembly polls in the 
state, persisted and enabled the Akali-BJP 
combine to make a clean sweep during the 
February 1998 parliamentary polls. The 
feeling that whereas the Akali Dal 
represented the Sikhs, the BJPreprescntcd 
the Hindus and that they together would 
ensure peace, unity and prosperity in 
Punjab also influenced the voters* mind 
during these polls. Subsequently, the 


Congress also lost the Tarn Taran latk 
Sabha and Sham-Chaurashi Vidhan Sabha 
by-elections, held on June 3, 1998. 

1'hus, in the {xist-militancy phase, the 
Akalis along with their allies have drawn 
maximum benefits in Punjab. It was first 
manifested during the assembly by- 
elections in Ajnala and Gidderbuha in 
May 1994 and June 1995, icspectivciy. 
The ruling Congress (H, which had an 
uninteiTuptud run ever .since it came to 
power in February 1992, was trounced by 
the Akali Dal (B) in thc.se by-|K>lls. Inci¬ 
dentally, all the opposition parties in the 
state, except setme Akali hard-liners, sup¬ 
ported the Badal group in wresting these 
two scats from the ruling Congress (I). 

Initially, the Congress (I) under the 
stewardship of Bcant Singh had gained 
considerable support of the people on ac¬ 
count of the restoration of {leuce in the 
sirile-toni state of Punjab. It was clearly 
revealed during the municipal and {run- 
chayat polls besides the by-cicetions to the 
Jullundur parliamentary and Nakodar 
assembly .scats in 1993 tind 1994. respec¬ 
tively. I'he Akalis, though they boycotted 
the February 1992 polls, also participated 
in these elections. During the January 1993 
panchuyut polls the voter turn-out shot up 
as high as 82 per cent. 

However, the peace-card alone failed to 
sustain the tempo in favour of the ruling 
Congress (I) for long. The growing cor¬ 
ruption, nepotism, infighting, {rolicc 
uirocities, fretjuent abu.se of [lower, w ideii 
ing credibility gap and certain knocks from 
the judiciary on arbitrar>’ decisions negated 
all gains, including the hard won [icacc 
and revival of democratic proces.s in the 
beleaguered state. Moicover, the assa.ssin- 
ation of chief iniiiister. Bcant Singh, on 
Augu.st 31, FWS gave a serious jolt to the 
ruling Congress Party. He held the twin 
offices of the chief minister and PPCC 
president till his a.s.sassination. In fact, his 
assassination rendered the Congress(l) 
leadcriess in the state. 
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His successor, H S Brar, was hardly 
match to Bcant Singh. Even Brar’s 
replacement by Rajinder Kaur Bhattal, 
first woman chief ministeroFPunjab, failed 
to check the Congre!i;s(I)’s eroding base. 
Under her leadership the party became 
acutely faeiionalised, which persisted 
throughout the a.sscmbly and parliamentary 
polls in 1997 and 1998, respectively. Tlic 
horizontal and vertical divisions based on 
allegiance to senior party leaders tended 
lo subside only after her replacement from 
the presidentship of the party by Capt 
Amrindcr .Singh, a scion of the erstwhile 
princely family of Patiala, on July 12, 
1998. 

On October lU. 1998 Bhattal was also 
replaced from the leadership of the 
legislati ve wing of the party by Jagjit .Sitigh. 
u dalit leader reprciicnting an old political 
family of Jullundur district wherein daliis 
constitute as high as 39 [lercent of the total 
population. Iiicidenlally, tlie .scheduled 
castes con.slitute as much as 28.31 percent 
of the total population in the state. The 
new PPCC president, Capt Anirinder 
Singh. thcrefoFcclaimed that JagjitSingh's 
elevation lo the leadership of the Congress 
Legislative Party (CLP) would .send 
positive signals to the dalits. To .some 
extern, these changes, though they cau.sed 
a .setback to the faction of Beam Singh's 
followers, activated and united the acutely 
factionali.scd Congress Party who.se leaders 
had been working at cross purposes since 
Beam Singh's assassination. 

Incidentally, the Akalis, who were 
teiTibly divided into as many as eight 
different groups in the early 1990s, .started 
.setting their hou.se in order with a view 
to countering Beam Singh's increasing 
influence among Sikh peasants. The 
moderate Akalis under the leadership of 
Prakash Singh Badal look the onus of 
mobilising people tow.irds this goal. 
Moreover, keeping in view the mood of 
the Sikh masses. Badal denounced 
extremism and rcjecicd (he line of the Sikh 
radicals. The Sikh hard-liners, according 
to the nuHlerates. not only isolated the 
Aktilis but also threw the stale intt) the 
quagmire of violence ami repression which 
marred the entire socio-political and 
development process for over a decade. 
Badal. in fact, cinphasi.scd 'Punjabiat', 
Hindu-Sikh unity, true federal structure 
and unity and iniegrity of the country. 

It was basically on this plunk (hat the 
Badal group had entered the assembly by¬ 
polls in 1994 and 1995. Most interestingly, 
this group in these elections, or for that 
maitei. in all the successive elections, 
refrained from using the usual rhetorical 
'panthic* propaganda combined with anti¬ 


centre, anti-Hindi anti-Hindu stances and 
all types of emotional outbursts. Unlike 
the past, religion was not traded for political 
gains. It was aptly remarked that “For the 
first time in many years a Sikh leader has 
tried to take the debate on politics from 
the podium of gurudwaras to the podium 
of public platform, a feature that dis¬ 
tinguishes .secular democracies from the 
theocratic state.s” (Kuldecp Nayyar, “Badal 
Shows the way”. The Indian Express, June 
13, 1994). 

Moreover, Badal in 1994 jetti.soned the 
controvcisial 'Amrit.sar declaration' of the 
United Akali Dal, a conglomerate of six 
Akali factions. This declaration aimed at 
waging a struggle for establishing an auto¬ 
nomous region within the federal structure 
whcic the Sikhs could enjoy freedom and 
in ca.se of non-fulfilment of this demand, 
die Dal would wage a struggle for a sove¬ 
reign Sikh state (for details see, P S Verma, 
‘Politics of By-cicetion: Nakodar and 
AJnala As.scmbly Constituencies in 
Punjab', Economic and Political Weekiv, 
Vol‘ XXIX. No 32, August 6, 1994, pp 
2095-2102). In fact, the Badal Akali Dal 
called this declaration secessionist and 
stressed greater autonomy for Punjab. 

Badal al.so took strong exception to the 
Sikh clergy's meddling in (he political 
affairs for which some of his Akali rivals 
called him a traitor and stated that “those 
Sikhs who have no regard for Akal Takht 
are greater sinners than those who 
demolished it". G S Tohra, the then SGPC 
president, even warned Badal that “who¬ 
soever come in confrontation with Akal 
Takht would get isolation fn>m the Sikh 
Panth" (Verma, op cit). 

However, Badal’s emphasis on 
‘Punjabiat’ and his moving away from the 
militant line was widely appreciated and 
made him undisputed leader of the Sikh 
pea.santry in Punjab. Soon he emerged as 
a rallying point for the various Akali 
splinter groups most of which one after 
the other joined hands with hi-s party. 
Barring a few, ail Akali leaders bade fare¬ 
well to militant ideology with which they 
had flirted for over ten years. In fact, most 
of them, including Tohra, merged their 
groups with the Akali Dal(B) by April 
1995. Badal even opened the membership 
of Akali Dal to non-Sikhs as well. 

In its two-day conference on the occasion 
of the 75th anniversary of the Shiromani 
Akali Dal (SAD) on February 24-25,1996, 
the Akali Dai(B), while committing to 
maintain peace and harmony in the state 
at any cost and affimting full faith in the 
dcnuKratic and constitutional methods, 
emphasised the establishment of ‘Halemi 
Raj', ahuly expression used by Guru Aijun 


Dev which means a just dispenisation in 
which no person, community or country 
would predominate over others. A S 
Prashar observed that “the Akal i Dal would 
now try to transform itself into an organis¬ 
ation representing all sections of Punjabis, 
irrespective of their caste, creed and 
religion, instead of being a body of the 
Sikhs alone" (‘Akali policy takes U-tum', 
The Tribune, February 27, 1996). Badal 
culled the shots in the conference and 
emerged as the supreme leader. In fact, the 
party banners, posters and stickers 
portrayed Prakash Singh Badal alone. The 
rise of Badal wa.s independent of any 
panthic agenda and politicisation of the 
Sikh shrines, including the Golden temple. 

(t was from the Moga conference that 
the Akali Dal(B) launched its election 
c.impaign forthe April 1996 parliamentary 
polls which were perceived as a run-up 
to the February 1997 assembly elections 
in the state. As a matter of fact, the Moga 
spirit of the party was well approved by 
the voters in Punjab. The Congress(I)‘s 
oft-repealed propaganda that if the Akalis 
were elected lo power they would bring 
back terrorism went unheeded in most 
parts of the state. 

II 

Promises and Economics 

However, the cuphoriaof election results 
did not last long. The Akali-BJP govern¬ 
ment almost immediately became trapped 
by its own populistic menu of objectives 
and assurances annuuncedduringlhc 1997- 
98 elections. The government began with 
a promise to provide a clean, efficient and 
people-friendly regime whose ministers 
and legislators would declare their a.sseis 
within 90 days of their election besides 
accounting annually for any increase in 
their assets. Akali leaders promised 
complete transparency and ruli^ out the 
possibility of any repeat of the 
Congrcss(I)*s rule which, according to 
them, was symbolised with galloping 
increase in corruption and all-round mal¬ 
administration causing an economic crisis 
which crippled both industry and 
agriculture. 

The new regime vowed to provide free 
canal water for irrigation and free power 
to operate tube-welts besides making 
agriculture more profitable with additional 
marketing facilities to farmers and setting 
up agro-processing units and promoting 
export of agro-ba.sed products through 
value-addition. The other promises 
included increase in power generlttion. 
more employment avenues, curbs on 
nepotism in appointments and promotions, 
construction of houses for the poor in 
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every village, linking minimum wages with 
the price index, gifting Rs 5,000 to dalit 
girls at die time of their marriage, abolition 
of octroi and simplification of sales tax. 
creating investor-friendly conditions and 
encouragement to NRIsand foreign capital 
investment in the state. However, most of 
these flamboyant promise.s came unstuck 
and their non-fuifilmenl disappointed the 
people in the state. 

Apart from this, whatever little was 
implemented in the form of free power for 
tube-wells also resulted in alienation of 
the non-agriculturist classes in the state. 
As a matter of fact, the scheduled ca.stcs, 
forming as high as 28.31 per cent of the 
state's population, called ila stcp-mothcrly 
treatment and accused the ruling Akali Dal 
of favouring its traditional vote bank of 
farmers by way of supplying free power 
and free water. Most of the scheduled 
castes were landless and canted their liveli¬ 
hood as agriculture labourers, weavers, 
masons and construction workers. 

Many dalil leaders raised their voice 
against the decision of giving free power 
to farmers. Hven the Bahujan Samaj 
Morchu MP, an ally of Akali Oal, urged the 
Punjabchiefininisterto review the decision 
of giving free [tower to fanners as it had 
created a wide gap between the farming 
community and those living in urban arcus 
and dalits. Some dalit leaders, among 
others, also threatened that landless resi¬ 
dents would start taking direct electricity 
supply unless the stale gave at least 100 
units Rec to all landless households as far¬ 
mers were being given free electricity for 
irrigation(r/ie7>/ft«nc.January 15,1999). 

It was under such conditions that the 
slate government on April 22,1998decided 
to give free domestic power of up to 30 
units each per month for those scheduled 
caste and backward class consumers who 
had sanctioned load of not more than 300 
watts (Kuldeep Mann, 'Free Power to the 
SCs. BCs an Eyewash’, Thebulian Express, 
April 19,1998). The government made no 
categorisation of farmers whilegiving free 
electricity for tube-wells, but did do so for 
weaker sections. Thus, scheduled ca.stc 
leaders accused the Badal government of 
betraying the weaker sections by fixing 
the 300 watts limit. This apart, it was only 
a small group of beneficiaries that could 
be identified by the government. The state 
government thus spent only about Rs 30 
lakh annually on all such beneficiaries 
whereas it had incurred a loss of Rs 300 
crore annually by giving free power to 
farmers. 

Some dalit leaders demanded that the 
Punjab government should implement the 
SC/ST Atrocities Prevention Act as 


incidents of atrocities agaiast members of 
scheduled castes had iiicteased during the 
present Akali-BJP regime. In addition, 
some complained that the farmers had 
never allowed the scheduled castes their 
due from the village common lands, pre¬ 
sently managed by the village panchayats 
in the Slate. The state has aniund 1,79,543 
acres cultivable 'shamilat' land, most of 
which has been leased out to the telaii vely 
wcll-off farmers, denying even the onc- 
thini share of the scheduled castes under 
the Village Panchuyat Act. 

Anothcrfailed .scheme was forproviding 
hou.ses to scheduled castes and tho.se living 
bclowthc poverty line, for which an amount 
of around Rs 60 crore was earmarked in 
the 1997-98 budget fiir the construction 
of 12.(X)0 houses in all the 17 districts of 
the state. In fact, “the government could 
build only 7,862 houses by cutting down 
the budgetary allocation to Rs 44 crore 
reducing the target to 8,8(X) house.s". 
Official sources said that up to January 31. 
1999, only 4,124 houses were allotted and 
the rest were lying unallotted (Chandcr 
Parkash, ‘Over 3.500 Houses Not 
Allotted', riic Tribune. April 18, 1999). 
Subsequently, the government rcptirtcdly 
withdrew the .scheme and inlrcxluccd a 
new scheme for granting a loan of 
Rs 25,000 to the hcneficiarics, which 
would obviously create bureaucratic 
hurdles of one type or the other. On this 
the CPI MLA accused the Punjab 
government of withdrawing the pro- 
scheduled caste policies and schemes one 
by one. 

The issue of free power for tube-wells, 
which proved more beneficial to rich 
landlords, also irked the industrialists, 
traders and service class. People hud to 
bear with inflated bills for domestic 
consumption of electricity. According to 
some “the urbanites feel that the industry, 
trade and commerce in the cities are being 
used by the government for cross- 
sub.sidi.sation of the farm .sector” (A S 
Prashar, 'Pressure on Badal foran Encore’, 
T/te Tribune, September 4, 1999). 

In the town areas nun-abolition of octroi 
created almost a stir-like situation. Even 
the BJP, an ally of the Akali Dul and 
partner in the coalition ministry, expressed 
strong resentment against the continuation 
of octroi. Besides, most BJP leaders had 
reservations with regard to the issue of 
free powci and water to the farmers. How¬ 
ever, the BJP neither allowed any hike in 
the sales tax nor any tax-drive or raids 
against thecvadei s. In fact, noenforcement 
on realisation of sales tax was launched. 

According to some “there are at least 
25 percent traders without sales lax licence 


and registration number, who, neverthe¬ 
less. charge the lax from the consumer” 
but do not pass the same to the go ventinent 
in the absence of number, and pocket 
enhanced profit (PPS Gill, ‘Fi.scal nuuiage- 
ment Poor in State'. The Tribune, July i I. 
1999). An official spokesman said that 
.sales tax revenue in Punjab was only 2.91 
per cent of the .state’s domestic product 
as compared to 8.62 per cent in Kerala, 
6.13 in Gujarat, 4.86 in Haryana and 4.36 
in Rajasthan, despite the fact that 33 per 
cent of such collections in Punjab came 
from fiHxlgrain marketing {The Times of 
India. October 14. 1999). 

Such loopholes in conjunction with a 
number of sops doled out to the electorate, 
including free power and water to farmers, 
crippled the economy and stalled 
development activities and generation of 
new job opportunities in the slate. In fact, 
the path of electoral victory via sops and 
concessions led to the ruin of the state 
coffer. Interestingly enough, some Akali 
niinisiers blamed the traders foi economic 
crisis as they did nut pay the sales lux 
whereas the B J P leaders attributed it mainly 
to free power and water to the farmers. 

Eventually, the financial crisis led to 
near bankruptcy when the Reserve Bank 
stopped honouring the cheques of Punjab 
government on December 9, 1998. Even 
the allocation of Rs 350 crorc under the 
ways and means head by the central 
government failed to give any respite to 
the stale government. How could a govern¬ 
ment in such conditions generate more 
jobs or lake up development uctivtiics 
which, us slogans, won the Akalis 
re.sounding victories in 1997 and 1998') 
The non-c.sseniial wasteful expunditureof 
crorcs of rupees on the foreign trips ot 
ministers and bureaucrats, petrol, 
telephones, religious festivities. VIP 
securities, etc, had eaten into the meagre 
dcvelopincnl funds. Already over 65 per 
cent of the state’s revenue was Itcing spent 
on the burgeoning bureaucratic 
establishment. There was hardly any 
increase in lax collection or iin[K>siiioii of 
new luxes to augment the finances. 
Revenue expenditure raced away larahciid 
of revenue receipts. 

Educated unemploycil youth iiLeounied 
for 71 per ceiii of the total uiicniph»yed 
in the state (Ilaii Jai .Singh. Beyond 
Bathinda Venture: Puiqab's Socio- 
Economic Challenges', i’he Tribune, 
November 13.1998; and Kriti Arora, ‘Uii- 
employmetif Haunts Youth in Punjao*, 
The Trihunr. Dcceiitbcr 10, 1998). The 
main focus of the annual plan (1997-98) 
was on generating einploymcni 
opportunities but it remained unattended 
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due to meagre resources. In fact the 
government had to is.suc a circular 
banning tre.sh recruitment at all levels 
on December 10. 1998, Widows of 
terrorist victims, numbering over 11,000, 
did not receive their subsistence allowance 
of K.s 2,.^(X) per month which was the main 
source of meeting their daily needs 
(Surinder Awasthi, ’Widows of Terrorist 
Violence Denied allowance’. The Times 
of India, April 21, 1999). Peasion for the 
old was not relcu.sed for months at which 
many people, including the leaders of the 
ruling Akali-BJP combine, criticised the 
government. As the governments’ financial 
position worsened, even salaries of some 
sections of employees were not paid for 
months. I'hc state employees’ salary bill 
has. reponcdly, gone up to Rs 370 crorc 
per month from Rs 194.4.5 crorc in 1996- 
97 bccau.se of the implementation of the 
ccnlml pay commission report. They criti¬ 
cised the government “for pursuing faulty 
financial policies which had brought the 
state to the brink of ruin’’. 

The financial crunch has even affected 
the research programmes of the Punjab 
Agricultural University, which in fact “laid 
the foundation of green revolution” in the 
state. A financial crisis of such magnitude 
had neverhit the state liefoa*. Many accused 
the govennnent of wasting money on 
religious ceremonies and other festivities. 
Some, while criticising the excessive ex¬ 
penditure, suggested that the ruling party 
instead of spending on gateways and 
memorials, .should construct bridges and 
roads. 

The ruling party blamed the previous 
regime fur the financial mess in the state. 
Chief minister Uadal. while blaming the 
Congress(l) for financial problems, said 
”wc inherited a huge debt of Rs 8,400 
crorc when we took over. This was the 
result of vears of misgovcmance by the 
Congress. The present condition of the 
nation and Punjab is the result of years 
of Congress misrule. The party has looted 
the nation in the same way us the British” 
(The Indian ICxpress,[yecembcT 12, 1998). 
Lateron, he also attributed it to the evasion 
of taxes and global rcccs.sion. It .sounded 
like he was looking for alibis. 

The Congress blamed the Budal govern¬ 
ment for financial mismanagement and 
appealed to the president of I nd i a to declare 
a financial emergency in Punjab. A 
delegation of Punjab Congress met the 
pre.sident and told him that total 
mismanagement of funds by the Akali- 
BJP government had emptied the treasury 
(77ie7'n7wne,January 15.1999). However, 
the State’s finance minister, while 
attributing the financial crisis to the ever¬ 


growing non-plan expenditure, talked of 
pruning and self-di.scipline and suggested 
that the role of the government should be 
minimised in the lifeof the ordinary person 
by giving more space to private entre¬ 
preneurs. Ail this obviously tarnished the 
image of the ruling combination in the 
.state. 

Apart from the financial crisis, the 
farmers in Punjab faced the fury of untimely 
rains leading to huge loss of paddy and 
other cash crops like cotton in 1998. “As 
if nature’s wrath was not enough, man 
connived with nature to furthernib farmers 
when paddy procurement started. Prior to 
this came the news of farmers committing 
suicide. The DAP fertilLser muddle due to 
monupoli.siic marketing and sale by Punjab 
Markfcd added to their woes” (Sarbjit 
.Singh, ’At the Mercy of Millers’, The 
Tribune, October 22, 1998). The farmers 
felt cheated by the Badal government due 
to sluggish procurement of paddy and lack 
of relief for the damaged crop. 

Due to the delay in relaxation of 
sped fication of paddy by the government, 
the farmers were left at the mercy of ricc- 
millers who purchased paddy at their own 
terms and conditions, paying much below 
the minimum support price. The condition 
became so appalling that several hundred 
tonnes of paddy lying in the grain markets 
had turned black. Most farmers hud to 
make distress sale of paddy. Some 
empirical studies revealed that 
approximately 21 lakh metric tonnes of 
paddy was .sold below the minimum sup¬ 
port price of Rs 470 per quintal in 1998. 

The yield loss, because of untimely rains, 
reportedly ranged between IK and 40 per 
cent. Moreover, over 41 per cent of the 
paddy in 1998 was bought by private rice 
millers as compared to 26 per cent in 1997 
(for details, sec a study report prepared by 
K Gopal Iyer, Punjab University, 
Chandiargh). Some farmers, during the 
fieldwork said that they had to .sell paddy 
for Rs 200 per quintal. This was mainly 
bccau.se of lackadaisical handling by 
procurement agencies like Markfed, 
Ihmsup, Agro-industries, Ware-house and 
ftx)d and supply department. 

Any delay in procurement of farm 
produce causes problems to farmers 
because they can sow the next crop only 
if enough money in generated for 
purchasing seed and other inputs like 
fertiliser and diesel. Apart from defective 
priKurcmcnt of paddy, the year 1998 was 
the third successive bad year for cotton 
growers in Punjab. The menace of water 
logging in the western districts and 
plummeting water table in the major rice 
growing central districts of Ludhiana, 


Kapurthala, Amritsar. Jullundur, etc, 
aggravated the problems. 

Even free power for tube-wells failed 
to generate any appreciation of the 
government among the farmers due to 
erratic supply of electricity during the peak 
hours. In fact it resulted in delay in sowing 
paddy. Moreover, many farmers failed to 
get new power connections from the 
electricity board to install tube-well motors 
despite their concerted efforts for years. 
The government should have concentrated 
on providing more infrastructural facilities 
than re.sorting to subsidies and concessions 
exceeding its resources. 

Apart from backtracking on promises, 
price hike, increasingcomiption, nepotism 
and intra-party factionalism were no less 
responsible for eroding the ruling 
combine’s image in the state. Voters did 
not like to .see their representati ves building 
their kin or friends as alternative centres 
of power. The Akalis used to accuse the 
Congress(I) government of plundering the 
state through corrupt practices. But after 
assuming power they too proved 
themselves guilty of the same. The much 
publicised Maharaja Ranjit Singh Award 
under which cash rewards were to be given 
to those who expo.sed corrupt persons did 
not impress. 

During the fieldwork the voters coiindcd; 
“nothing moves without greasing palms”. 
According to them, “their representatives 
would soon like to become men of wealth”. 
The corrupt politicians, officials and 
middlemen, reportedly, tlecccd the liaple.ss 
farmers to the tunc of 20 to 30 per cent 
of the loan amounts provided for boring 
machines, diesel engines, tractors, trolly, 
etc. It was alleged that they had pocketed 
as much as Rs 5 crore by way of cuts and 
commissions out of about Rs 25.17 crorc 
disbursed among the “needy” farmers 
during the last three years (P P S Gill, 
‘Providing Loans-Punjab Style’, The 
Tribune, July 19, 1999). Even loans for 
poor families were reportedly cornered by 
others under forged signatures. 

The agitating revenue patwaris ir Punjab 
recently “threatened to prepare lists of 
properties of Akali leaders, including 
MLAs, ministers and other senior leaders, 
either in their names or through benami 
transactions made through malpractice 
after taking over the reigns of the state” 
(The Indian Express, July 2, 1999). 

Ill 

Akali Infighting and Sectarianism 

Soon after the installation of the Akali- 
BJP coalition government, the usual war 
of attrition and infighting commenced on 
matters of portfolios. Dissident Akalis 
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accused the chief minister of favouring 
family members, relatives and close 
associates at the cost of senior party leaders. 
.Some hardliners in association with the 
Sikh clergymen blamed him for interfering 
in religious matters. Some BJP leaders 
decried that their party was not consulted 
before taking crucial decisions such as 
increase in power tariff, bus fare, transfers, 
appointments, auction for the liquor vends, 
etc. Regarding this, the BJP's state general 
secretary even said. “We can tolerate 
anything. But the insult of BJP workers 
can never be tolerated” (The Tribune, July 
6, 1998). These things had sent contra¬ 
dictory .signals and put a question mark 
on the basic ideals of peace, prosperity, 
brotherhood and good governance 
enshrined in the common minimum 
programme of the Akali-BJP combine. 

The infighting in the Akali Dal soon 
acquired serious proportions. The tussle 
was first manifested when Prem Singh 
Lalpuru, a veteran Akali leader and MLA 
who was also elected to Lok Subha in 
February 1998. refused to take oath as 1 -ok 
.Sabha-member in protest against the 
induction of Budal's son into the central 
ministry. In I'act, Lalpura preferred to 
continue as MLA instead of joining the 
Lok Subha. I'his infuriated the Akali high 
command resulting in his expulsion from 
the party for .six years. His expulsion further 
aggravated the crisis as a couple of other 
senior Akali leaders from his urea, Majhu 
region, objected to the increasing i n II ucnce 
of late SurdarPratap Singh Karion's family 
which related to Budal’s family, in Akali 
politics. There were othcrclashesof interest 
with certain other traditional political 
families like that of lute Sunder Singh 
Majithia, founder of Khalsa College and 
related to Badal's family 

Alongside, the Akali hardliners also 
stepped up their criticism of BJ P. a partner 
in the coalition government. They de¬ 
nounced the hinduiva agenda of the BJP 
and took exception to the BJP’s .stand on 
Udham Singh Nagar and transfer of 
Chandigarh to Punjab. L K Advani’s 
statement that there was no move to transfer 
the union territory of Chandigarh to Punjab 
offended the hawks in the Akali Dal. His 
appreciation of late A S Sandhu also 
annoyed them. Sandhu had .served as SSP 
Tam Taran during the terrori.st phase and 
later committed .suicide by throwing 
himself in front of a running train on May 
23, 1997 because of multiple trials in 
connection with alleged excesses during 
militancy. Advani said “Sandhu was one 
of the acknowledged heroes of anti-terrorist 
operations that brought peace to the border 
state and the death of an IPS officer, who 


was twice honoured with president’s 
medal, has had an impact on security forces 
all over the country (The indim Express, 
June 3, 1997). Similar views were 
expressed by Punjab BJP leaders. Akali 
hardliners umacked the BJP leaders for 
criticising matters such as honouring of 
certain controversial families in the 
precincts of the Golden Temple, .separate 
civil code for Sikhs, human rights 
associations, etc. 

Some senior BJP leaders of Punjab 
described the People’s Commission as 
“dummy champions of human rights as 
their only purpose was to demoniii.se the 
police force and glamorise the cau.se of 
militants". The People's Commission is 
a body consisting of three rctirai judges 
set up under the aegis of the World Sikh 
Council headed by a fonnerSupremeCourt 
judge, Kuldip .Singh. The BJP vowed not 
to let them hold any hearing in Amritsar 
where 124scnior police officers, including 
some DIG and SSP level officers, were 
summoned to probe acts of violation of 
human rights by the police (The Indian 
Express, November 18.1998). According 
to the.se leaders, i: would only promote the 
cau.se of militants. Laterthe commission's 
proceedings in Amritsar were stayed by 
the Supreme Court. 

Ill reaction to lhe.se developments, the 
Akali hardliners sium reverted to the 
religious agenda and raised issues such as 
panthic unity. Anandpur Sahib resolution, 
rehabilitation of army dc.scrters, rciea.se of 
TADA detenus, human rights violations, 
observance of Sikh tenets by government 
employees, etc. It was mainly the radicals 
who forced the Akali Dal to serve an 
ultimatum on the BJP-led central goveni- 
ment on the Udham Singh Nagar issue. 

G S Tohra, who was hardly reconciled 
with Badal's supremacy in the Akali Dal, 
was infuriated when his close associate, 
a Lok Sabha member from Patiala, was 
not included inihecentral ministry. Badal’s 
taking upon himself the responsibility of 
organising the tercentenary celebrations 
to mark 300 years of the birth of the Khalsa 
on April 14,199*1, further enraged Tohra. 
He claimed that it .should have been 
organi.sed under the aegis of Akal Takht 
and SGPf^ not by the state government. 
The then Akal Takht jathedar, Bhai Ranjit 
Singh, also toed Tohra's line. Tohra started 
playing the Sikh card as the last political 
resort. Tol^ra and the jathedar stepped up 
their activities again.st the government for 
encroaching upon the religious domain of 
SGPC and Akal Takht. 

The difference between the two groups 
came into the open when Bhai Ranjit Singh 
did not participate in the first major activity 


of laying the foundation of Khalsa Heritage 
Memorial complex by Badal at Anandpui 
Sahib on November 22.1998. Tohra and 
Bhai Ranjit Singh also critici.scd the 
composition of the 24-memher executive 
committee constituted by Badal to manage 
the tercentenary celebrations. Bhai Ranjit 
Singh lashed out at Barjinder Singh 
Hamdard, editor of Ajit group of news¬ 
papers and president of the executive 
committee, and asked how a person not 
an 'Amritdhari' him.seifcould lead a Khalsa 
function. Hamdard wa.s also accused of 
being a stooge of the Congress Party and 
involved in a deep conspiracy to harm the 
Sikh panth. The jathedar went to the extent 
of calling him “a Iwd bug". He lamented 
that many of the executive committee 
members were not 'true Sikhs” as they 
consumed liquor. According to him, they 
hud belittled the Akal Takht by raising the 
monument ‘Nishan-c-Khalsa' without 
obtaining approval which was mandatory. 

Bhai Ranjit Singh slres.scd that the 
memorial foundation function by the 
government was a violation of many “Sikh 
maryadas". He also criticised the role of 
.some pro-Badal high pric.sts like Manjil 
Singh and Kcwal Singh who. according 
to him, were involved in corrupt practices. 
Bhai Ranjit .'^ngh had banned their entry 
into Akal Takht on account of such 
malpractices. Manjit Singh, jathedar of 
Sri KcsgarhSahib.accordingtoBhai Ranjit 
Singh, did not submit the accounts of the 
World Sikh Council which was a religious 
mi.sconduct. 

The relentless criticism by Bhai Ranjit 
Singh and Tohra eventually led to the 
resignation of Barjinder Singh Hamdard 
as chairman of the executive committee 
of the Anandpur .Sahib Foundation on 
November 23,1998. It gave a serious jolt 
to Badal and his government. Such events 
were bound to sully the ruling party's 
image among the people. 

Although fundamentalism and initiUiiicy 
were laid to rest with the return of peace 
in the state in the early 1990s, Akali faction¬ 
alism, resulting in a situation charged with 
accusations and counter-accusations, 
baffled the people and reminded them of 
the trwiblcd times. This, along with the 
incidents of recovery of RDX at several 
places, created apprehen.sions iliui forces 
of destabilisation might raise their heads 
again, liven the slogan', of Akah-BJPeom- 
binc that this comhinaiion would best suit 
Punjab foramity and welfare of all punjabis 
seemed hollow in the new situation. 

Many Hindus started reverting to the 
Congress Party. The faction-ndden Akali 
Dal forced the middle and small jat-Sikh 
pcu.sanl.s to look to the Congress Parly. 
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This iipart. the electoral understanding and 
L'o-operalinn between the Crmgress(l) and 
the It’ll parties, i e Cfl and CPI(M) added 
another apprecitible supixirt base to the 
Tongievs Party against the Akali-BJP 
coinbine. The erosion of the BSP’s vote 
hank diicii > fragmentation and leadership’s 
opportunisiie politics helped the C'ongrcss 
(ij to rcsuirect its base among the daliis 
in the slate. In fact, some iinporlant 
ftinetionurics of the BSP, including the 
slate president ol the party, switched over 
loytilty to the Congress Party. 

IV 

Adanipur Defeat and Aftermath 

1'he dismal |)crformancc stmn resulted 
in a dermite sen.se of disapixii iilmcnl among 
large sections of the people and turned 
them against the ruling Akali-BJPconibine. 
As a consequence, the invincibility of the 
rulingcombinc wtis broken by the Cxingre.ss 
Pat ty during the November 1W8 Adampur 
assembly by^cleetion. Although (he margin 
of vieioi 7 of the Congress candidtile over 
the Akali nominee was only of six votes, 
the results gave a big Iniost to the former 
which had experienced a scries of electoral 
reverses in the stale between 1994 and 
1998. The victory of Congress at Adampur 
challenged the Akali assumption that the 
Sikhs were totally alienated fnun the 
Congress, paiiieularly after Operation Blue 
Slai and the anti-Sikh riots in 1984. The 
top Akali leaders, including Prukush .Singh 
Budal, while denouncing Sonia Gandhi's 
regrets over the 1984 anti-Sikh riots as u 
‘politically motivated stunt’, said “Sikhs 
cannot be fooled by such stunts and their 
votes will never go to C’oiigress(I)". The 
results sif the Adampur assembly by- 
election proved them wrong. 

As an itnalogy, if the May 1994 Ajnulu 
assembly by election had heralded an Akali 
revival and put the then ruling Congiessfl) 
on the defensive, the Novemlvcr 1998 Adam 
pur assembly bv -election not only arrested 
the erosion of the ('oagressfO's base in 
the slate but iilso retrieved its support base 
among the scheduled castes, (he Hindus 
and the medium and small jat-sikh 
peasants, particularly in the Doahti region 
in which the Adiimptir assembly segment 
fulls. Adampur is a luial constitueiiey in 
which a Congress candidaie svas returneil 
after a gap of 32 years. Inici esiuigly enough, 
this happened when the Ak.ilis m ulliunce 
with the BJP were not only rulmg the state 
as a senior partner but also sharing power 
in the central government. 

Akali leaders had not expected to lose 
this by election. They told votcre that the 
Congress (l)’s victory would hamiJcr the 
development imtcess in the constituency. 
They stressed that one seat less or more 


would hardly make any difference to the 
.S AD-B JPgo vemment as it enjoyed a three- 
fourth majority in the .state legislature. 
Keeping in view the voters' dissatisfaction, 
the ruling coalition not only initiated some 
works such as repairs of roads, but also 
promi.sed tochannel proper grants for more 
projects after the by-election. It was also 
alleged thaiehequcs of certain government 
schemes were issued on old dates. 

The chief minister, Prakash Singh Badal, 
his son (a union minister) and dozens of 
Punjab ministers virtually camped in the 
constituency to ensure the victory of the 
Akali candidate. Budal also tcKik credit for 
getting '•epayment of the central loans of 
over Rs 8,(X)0 crore waived and sanction 
of Uaihindu oil rennery worth Rs I6,00() 
Cl ore. 'riicchicf minister's wife aisocanvus- 
sed for the Akali candidate. Congrcss(I) 
bashing was the major plank of Akalis. 

The constituency has three small 
municipul towns and about 140 villages, 
'fhe Akalis enjoyed a dominant po.sition 
in the panchayati raj and municipul insti¬ 
tutions in the constituency. Community- 
wise, over 70 per cent voters were Sikhs 
and the rest Hindus burring a minor group 
of other sects including the Christians. 
About 33.5 per cent voters belonged to the 
scheduled castes, 33 per cent were jut 
Sikhs, IS percent ramgarhius, suinis and 
other backward castes. 11.5 per cent 
rujputs, and the rest miscellaneous other 
castes including the higher caste voters. 

As the constituency was primarily rural 
and dominated by the Sikhs with a si/cuble 
jat-Sikh population, the Akalis felt they 
were sure to win. However, it soon emerged 
as a neck and neck electoral battle between 
the Akali Dal and the Congress! I). It 
liecamc a trial of strength between chief 
minister Badal and the new PPCC chief. 
Cap! Amrinder Singh. They left nothing 
to chance and covered every nook and 
corner of the constituency to ensure victory 
for their respective candidates. Capl 
Amrinder Singh’s wife also canvassed for 
the Congrcss(I) candidate. 

The Congress (I) focused mainly on the 
non-performance and communal character 
of the Akali-BJP coalition. Capt Amrinder 
Singh and other Congress leaders made 
a scathing attack on Akalis for betraying 
the interests of the people who liad over¬ 
whelmingly voted in their favour during 
the 1997 as.scmbly polls. They lamented 
SAD-BJP misrule, corruption, price rise, 
power shortage, defective procurement 
system, discrimination against the urban 
dwellers and landless .scheduled castes, 
particularly in relation to the electricity 
charges and non-abolition of the octroi tax 
as promised during the 1997 assembly 
polls. 


About free electricity for irrigation. 
Congress leaders emphasised that had 
electricity been supplied regularly people 
would not have minded paying for it. In 
urban ureas non-abolition of octroi, lack 
of development projects and price hike 
became the major issues. TIte factor of 
inflated electricity bills fur domestic con¬ 
sumption was also exploited by the Con¬ 
gress. The dole of free electricity for tube- 
wells hud lost signitlcance because of lack 
of proper supply of power and because it 
benented the well-off landowners more 
than the small and poor {)casants. 

This by-poli was the ninth assembly 
election in the Adampur segment after the 
formation of the slate on November 1, 
1966. The Congress Party had succeeded 
only twice including the present by-election 
whereas the Akalis and their allies had 
won five times in this constituency. In the 
remaining two elections the voters pre¬ 
ferred an independent in 1972 (a Ctmgress 
rebel) and a BSP candidate in 1992. 

The ruling Akali Dal, which witne.ssed 
the local voters moving away from it in 
the rural constituency of Adampur.’did not 
launch any prognimmc of retrieving its 
fortunes. The party’ s defeat at the hu.stings 
was merely another opportunity for some 
lop leaders to engage in sabre-rattling on 
important issues, including organisational 
matterf.. Tohra, who was nursing griev¬ 
ances agitin.st the BJ P for favtturing Badal, 
attributed the defeat to the Vajpayee 
government’s o|x:n pursuit of hindutva 
agenda by way of attempting to push 
through ‘Suraswuti Vandunu’ and 'Vandc 
Mutram’ in educational institutions. 

Another Sikh leader, considered close 
to Tohra, said that the Adampur verdict 
was "people’s revolt against one family 
rule and feudal oligarchy in Punjab” (The 
Tribune, November 30 and December 3, 
1998). The Akul Takht jathedur, Bhai 
Ranjii Singh, said that it was surprising 
(hat the alliance lo.st the election in less 
than two and a half years of coming to 
power, while the CPM hud not allowed 
the Congress to form a government in 
West Bengal for the pa.si more than two 
decades. 

A party worker said “Badal will now 
know what lack of governance can do” 
(Jagiar Singh, 'Adampur Defeat Could 
Stoke Realignments’. The Indian Express, 
December 3,1998). Tohra even suggested 
that Badal should quit the presidentship 
of the Akali Dal and devote himselffulltime 
to the governance of the .state, as luck of 
contact with the people, concentration of 
power and sorry state of governance led 
to the dcfc.’it of the party at Adampur. This 
first salvo against Badal by Tohra at a time 
when the former was on a weak wicket 
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•yoked strong reaction resulfing in a show 
iiuse notice to the latter by the party 
lisciplinary action committee. Badal 
il Icged that Tohra had his eyes on the chief 
ninistership for long. This obviously 
■mboldcned his associates to compare 
Tohra with ‘Jaichand* and launch a 
igorous campaign to remove him from 
he party as well as the presidentship of 
he Serc. The Akal Takht jathedur. Bhai 
fanjit Singh, while trying to defend Tohra 
hrough an edict, also became a target of 
litter criticism. 

The no-holds-barred battle between the 
wo Akali leriders ultimately resulted in 
Tohra’s removal from the presidentship of 
he SGPC as well as the primacy member- 
hip of the Akali Dal. This marked the end 
if'Tohra’s 25 years as Chief of the SGPC' 
nd about 50 years as member of the \kali 
)al. Likewise, the turbulent phase of Bhai 
fanjit Singh as jathedar of Akal Takht 
December 31. 19% to April 28, 1999), 
luring which abi'ul 12 ‘hukamnamas’ were 
ssued, also ended when the e.xecutive 
ommitlee of the SCiPC removed him from 
he post on April 28. 1999. 

.Since Badal enjoyed complete hold over 
he MLAs, SGPC members and party 
ielcgatcs, his group could easily mobilise 
uppori in these bodies against Tohra and 
lhai Raiijit Singh. Thus Tohra's strategy 
if pitting the Akal Takht against Badal. 
vho enjoyed state power, failed to yield 
ny results. Badal, unlike the past, com- 
nanded considerable hold over the affairs 
if the SGR.’. In fact, as many as 140 
nembers out of the total 180 elected to 
he SGRT sided with his group. This, 
.mong others, also increased his religious 
pace which was further widened by factors 
uch us patronising the tercentenary 
elebraiions. participation in punthic 
narches, encouraging (icople to partake 
Amrit', opening religious schools, etc. 

However, the chief minister’s dabbling 
nto religious affairs created confrontation 
vith the state's agenda on the one hand 
nd the Sikh haidliners and fundamentalists 
m the other. Any clash with hardliners 
vould obviously undermine the govern- 
.nce and secular agenda. Badal had to 
■gain the support of ‘sants’ and ‘babas’ 
if various ‘deras’ and the Sikh cicigy. It 
lecame itnperative to participate in rcli- 
uous marches and ‘bhog’ ceremonies 
•esides making to emotional statements. 
ladaTs statement on January 30. 1999 
hat “religion and politics go side by side" 
vas totally opposed to the spirit of the 
doga conference and his own line expres- 
cd in a letter to the Akal Takht jathedar 
m April 17, 1994, advising the latter to 
:cep Akal Takht out of power politics. 


The Badal-Tohraconflic*!, which resulted 
in a competitive religiosity, also gave an 
opening to extremist politics. The resolu¬ 
tions, calls and slogans such as purification 
of Akali Dal. liberating Akal Takht and 
SGPC from the grip of landlords, making 
Akal Takht auionomous/sovereign. 
warning of violence as on Baisakhi in 
1978, ‘quami’ agenda, demand for 
Khalistan, attempts to fill up SYL canal, 
etc, haixlly strengthened the ideals of |>eace. 
amity and gixidw ill .is pledged in the .Akali 
Dal manifesto o( 1997 and 1998. 

The fight between Badal and Tohra soon 
resulted in a spin in the Akali Dal. It was 
concretised on May .tt). 1999 when a new 
Akali Dal called .All India Shiroinuni Akali 
Dal (AISAD) w-as formed undcrtlic Icadcr- 
shipofGS Tohra. Besides Tohra, lOAkali 
MLAs and two MPs also attended the 
convention oigani.sed for the foundation 
of the party. The biith of one more Akali 
party furtlier factionaliscd the panthie 
political space aiui diNup(.x)intcd people 
belonging to the tnditional Akali vote 
hank in the state. 

However, the new outfit did not lend 
support to the Khalistani elements. Tohta 
eniplia.si.sed unity and integrity of India 
and opposed all separatist demands and 
fissiparous foices. The resolution passed 
at the convention :>aid; “Wc honestly 
believe in the development and streng¬ 
thening ol a truly federal India for the 
preservation and progress of various 
religious, linguistic and cultural denomin¬ 
ations, particularly the minorities and 
regional identilies. This would lead to a 
strong and prosiicrous India’’ (A .S Pmsliar, 
’Tohra to Steer Cleai of Radical Politics’, 
The Tribune. June 2, 1999). 

It seemed that Tohra would fight the 
Badal groujialoiig the moderate line. Badal 
bushing emei ged as the major plank of the 
new party. In fact, the party's convention 
decided to impeach Badal for various 
panthie violations such as confronting the 
Akal Takht, dividing its head prie.st, using 
the platform ol the Khal.sa tercentenary 
celebrations to project himself and non¬ 
performance. Tohra. while addressing 
partymen, also expressed full faith in the 
leadership of the sacked jathedat, Bhai 
Ranjit Singh, and acknowledged him as 
the genuine jathedar of the Akal Takht. 
Tohra and his partymen took a vow to 
defeat the ruling Akali-BJP combine in 
the Sepiembct parliamentary polls. 

V 

Klection 1999 

Unlike the 1998 parliamentary elections, 
the current Lok Sabha elections in Punjab 
witnc$.scd a triangular contest in almost 


every constituency. Previously, it was 
mainly a straight contest between the Akali 
Dal-BJP combine and the Congress-BSP- 
CPI alliance in which the latter had faced 
humiliating defeat in all the 13 parlia¬ 
mentary constituencies. The credit for 
making the present contests ‘triangular’ 
could he attributed solely to G .S Tohra 
who had sowed to defeat Uic ruling com¬ 
bine even before the announcement of the 
present parliamentary polls. His newly 
fonned Akali Dal entered the fray as an 
ally of the United i'roiit, which put up 
candidates in all the 13 Lok Sabha scat.s. 

With the announcement of the 1.3th 
(sarliamentai y polls. Tohra tnade concerted 
efforts to foim .i united fnmt consisting 
of the Left parties (i c, CPI and CPI(M)), 
Janata Dal, USPand the various ‘panthie’ 
groups to trounce the ruling combine at 
the hustings. However, since the left parties 
forged an alliance with the Congre.s.s (I), 
Tohra could only form a united front 
consisting of the B.SP, Akali Dal 
(Democratic) of Kuldip Singh Wadala, 
Akali Dal (Panthie) of J S Kiidc (nephew 
ol Bhindruwala). Akali Dal (Amritsar) 
headed by .Simranjit .Singh Mann and the 
Bharatiya Kisan Union (BKU) led by 
Bhupinder Singh Mann Out of the 13 
seats, Tohra’SjAlSAD contested six. B.SP 
three and BKU, Akali I )al (Punthic), Akali 
Dal (Aniritsai) and Akali I )ul (Democratic) 
one each. The sacked Akul Takht jathedar, 
Bhai Kanjit Singh, was made the coiivenei 
of the United I'ront. 

The inajoi fiKus of the Pront remained 
on hx'al issues and non-pcrformancc of 
the Akali-BJP combine. Since Tohra 
opposed the separatist politics, the different 
Akali groups, including Simranjit Singh 
Mann's puny, announced that the issue ol 
Khalistan would not he raised henceforth, 
had wanted to secure Khalistan for Sikhs 
as recently as on on April 14, 1999 in a 
convention held ai Anandpur .Suheb on the 
txcasiori of the tercentenary celebrations. 
Like the previous Lok Sabha polls, he 
contested fiom the Sungrur seat against 
Suijit .Singh Bainula of the ruling Akali 
Dal (B). 

While deviating from his Khalistan 
agenda, he pledged to strengthen the hands 
of Hindus without whose presence the 
state, according to him. ci mhi not prosiicr. 
Further he stressed ih.ii he was neveragainst 
the Hindus. It) addition, he said that not 
only was Ins personal lawyer a Hindu but 
he also fought the (.a.se ol l< D Bajaj, a 
Hindu IAS oKicer against KPS Gill, a 
Sikh. Refraining horn any rhetorical or 
llamhoyant militant tinge, he emphasised 
local issues like corruption, unemploy- 
men', lack of governance, etc. 
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Howcvei". he spewed venom against 
Badai for denigraling the institution of 
Akal Takht. Likewise he accused Atal 
Behan Vajpayee of tailing to take timely 
action to check inriltraiion in Kargil. He 
lashed out at Vajpayee for not awarding 
a IMnn Vir (.’hakra to the Sikh martyrs of 
Kargil. Ill a similar vain, Mann alleged that 
Vajpayee and BJF were not attacking Sonia 
Gandhi for being a foreigner but for being 
a Christian. He dubbed Vajpayee as anti- 
I'unjab and Badai anti-Akal i'akht. This 
time he enjoyed some advantages over the 
others due to infighting in the ruling Akali 
Dal. anti-incumbency factor. BSP's 
alliance with (he United Front and the 
Congress (I)’;; leaving the scat to CPI(M) 
who.se nominee was new and not .so popular. 

The.sacked jathedar, Bhai Ranjil Singh, 
saw the parliamentary election as an 
opportunity intake sweet revenge on Badai 
for his removal as Akal Takht jathedar. 
He coined an election slogan ‘Badai 
Bhagau Akal Takht Bachao' (oust Badai 
save Akal Takht) and appealed to the Sikhs 
to vole in favour of the l-ronl's candidates 
to protect old traditions and principles of 
the Sikh religion. While accusing Badai 
ot failing on all fronts, including the fann 
sector, he called upon the people to reject 
Badai for denigrating the post of Akal 
Takht |at hcdar.lnhis crusade against Badul 
he tried to m<<kc the election into a battle 
between the Akal Takht and Badai. He 
deplored Badai for using the knife of state 
power to butcher the Akal Takht jathedar 
and denigrate the higlKSt .scat ofSikh |Xiwcr. 

The rhetoric sijcechcs of Bhai Ranjit 
Singh were countered hy the prc.scnt Akal 
Takht jathedar, Oiani Puran Singh, who 
appealed to (he Sikhs to “ignore Bhai 
Ranjit Singh's propaganda as he was acting 
on behalf of those who wanted to disrupt 
the hard won peace due to their political 
misadventure''. He said that these were the 
same ix'oph who wanted to set Punjab on 
fire. Bhai Ranjit Singh dubbed Giani Puran 
Singh a “government sjxwsored jathedar" 
at whose installationceiemony on February 
10,1 W'f neither had the head pric.st of the 
Golden Temple presi'iui'd 'Siropa' (robe 
of honour) as a part of Sikh tradition nor 
had the Sikh institutions (Sant Sumaj. etc) 
participated. He also accused him of 
involvement in land grabbing. The jathedar 
allegedly apprtipriaied some SGl’C land 
{The Chandigarh Newsline. February lb, 
l‘W9). Bhain Ranjit Singh also accused 
certain other Sikh high pric.st.s like Bhui 
Manjit Singh and Giani Kewal Singh of 
land grabbing and other malpractices. 
Earlier, the rival group had alleged that 
Bhai Ranjit Singh had acquired property 
assets in Mohali town. 


The Sikh high priests got pitted against 
one another in the wake of a no-holds- 
barred battle between Badai and Tohra. 
Though the Akalis consider religion and 
politics inseparable, such open 
involvement of the Sikh high priests in 
electoral politics had never been witnessed 
before. 1'his apart, mo.st Akali leaders vied 
with each other to win the patronage of 
sants. sadhus, babas, and sect leaders whose 
"righi signals" were considered to be 
treated as orders by the followers tosupport 
a particular candidate or party (Sarbjit 
Singh. ‘Compel ing for Patronage of Sants', 
The Tribune, August 23,1999). In .several 
constituencies 'dhadis' also entertained 
the voters hy singing ballads from the Sikh 
history. All this made the religious agenda 
a ]xiwerful force in the elections. 

Tohra. while calling the Badai govern¬ 
ment corrupt, inefricicnl and unti-panthic. 
compared Badul with a controversial 
person, who in the 18th century for 
desecrated the Golden Temple. He thus 
appealed to the brave Sikh ‘sangai’ to vote 
against the present chief minister who 
used state power to till the Akal Takht by 
his cronies after removing the “widely 
acceptable" Bhai Ranjit Singh as jathedar 
(Rajindcr S Taggar. 'Tohra Tirade Takes 
on Bailal Bridge’, The Indian Espress, 
August 28, 1999). He urged the voters to 
take revenge through the ballot on Budal 
“so that no one in future could dare to defy 
the “Hukmnama [edict] of the Akal I'akht". 
While praising Bhai Ranjit Singh for his 
services to the Sikh panlh. Tohra said “in 
the 393 years of the history of the Akal 
Takht, no one dared question the wisdom 
and decision of its jathedar". 

Accusing Atal Bchari Vajpayee of 
promoting the unli-Sikh riots in 1984. he 
said “Budal is sitting in the lap of iho.se 
who put burning tyres around the necks 
of Sikhs and then rejoiced at the macabre 
spectacle" (Taggar. op cil). In addition, 
Tohra claimed that during the reorgan¬ 
isation of Punjab. Vajpayee, as a iricmber 
of the 21 -member committee on Punjabi- 
speaking areas, had given a dissenting 
note against the majority decision. He had 
objected to certain areas being given lo 
Punjab and had gone on record that 
Chandigarh should never be given to 
Punjab (V'Ae Tribune, September 4,1999). 
He also rcferied to (he inclusion of lldham 
Singh Nagar in the proposed state of 
Utiunikhand and cautioned the minority 
communities about the recent murder of 
a Christian missionary. 

Further while focusing hi", ire on the 
chief minister. Tohra alleged that Badai 
h.iii links with terrorists which could be 
proved with photographic evidence {The 


Chandiarh Newsline, August8,1999). He 
also criticised Badai of being feudal and 
promoting his family and other relations. 
In fact, he attacked Badai for his ‘putter 
moh’ (love for his son), warning of the 
fate that befell Maharaja Ranjit Singh" 
{The Tribune, February 28, 1999). This 
apart, Tohra charged the Badai clan with 
amassing wealth by appointing people in 
state services. In response to Badal’s 
projecting the present parliamentary polls 
as a choice between ‘swadeshi' and 
‘videshi’, Tohra said that there was hardly 
any achievement of his government that 
Badai could show to the people. 

He contradicted Badai and his ally BJP 
on the issue tif Sonia Gandhi’s foreign 
origins and said that many Indians had 
acquired important political positions in 
die US. the UK. Canada, Fiji Islands and 
Mauritius. However, he doubted whether 
Sonia Gandhi's elixir could infuse life 
into the dead Congress. To win the .support 
of scheduled castes, he said (hat his party 
would work for the distribution of sun.slus. 
land to dalits. He also doubted fulfilment 
of Badal’s hopes of electoral riding 
piggyback on Atal Bchari Vajpayee’s 
popularity, who accoiding to Tohra, was 
piojccling (he Kargil episode as a trump 
curd due lo (he failure of his government 
on the people’s front. 

The manifesto of Tohra’s party focu.sed 
on decentralisation of power, abrogation 
of Article 356, federal system like that 
prevalent in Canada, full honour to Indian 
constitution, dissociation from the 
controversial demands for Khali.stun and 
the Amritsar Declaration, bringing the 
police chief under the deputy commissioner 
at the district level, preventing political 
interference in matters of Akal Takht, crop 
insurance, slashing the expenditure 
ineurred by ministers and bureaucrats, 
restoration of Punjab’s earlier status by 
getting back Ilisar and Karnal from 
Haryana, raising the social status of dalits, 
etc. The party hoped that the anti- 
incumbency factor and Badai's defiance 
of Akal Takht plus people's dislike for the 
Congress party would sway the voters in 
favour of the United Front. 

.Selection of the Front's candidates was 
mainly influenced by siKiological factors. 
Out of the total 13 candidates, there were 
11 Sikhs and two Hindus. The two Hindus 
werenominatedbythcBSP.whichcontested 
only three seats out of which two were 
general and one reserved. In terms of caste, 
the BSP nominees represented gujjar, rai 
Sikh and scheduled exstes. 

In the ease of the various panthic partie.s, 
all the candidates belonged to the Sikh 
community and castewise, eight of them 
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were jat-Sikhs and two scheduled castes 
who contested from the remaining two 
reserved parliamentary seats. AH the jat- 
Sikh candidates represented well-to-do 
landed families enjoying political standing 
in their respective areas. Three of them 
had been members of parliament, two 
MLAs, one military ofHcer (retd) and 
brotherofBhindranwaie,oneformeryouth 
leader and advocate-general of Punjab and 
another the wife of a human rights activist 
who was missing since the day the Punjab 
police took him for questioning. 

Of the two scheduled castes’ AISAD 
nominees one was a jathedar and the other 
the wife of a veteran Akali leader who had 
served in various capacities as ML.A. mini¬ 
ster, SGPC member and MP till his death 
in a road accident in 1997. Similarly in the 
case of the three BSP nominees, one had 
been elected to the Lok Sabha twice, an¬ 
other a landed agriculturist and the third 
a leather mcrchtmt, popularly known as ‘seth’. 

However, baning the BSP, the electoral 
constituency of various Panthic parties 
tended to l>e the same as that of the ruling 
Akali Dal. They .shared the same vote bank. 
In other words, the fight between the panthic 
groups and the rul ing Akali Dul was centred 
around the Sikh voters, particularly the 
jat-Sikhpca.santry. It divided the traditional 
Akali vote-bank and benefited the 
Congress Party at the hustings. People saw 
that the ’Front’ had less potential of 
winning scats but greater strength of 
spoiling the chanccsof the ruling combine. 
F.ven some senior Akali ministers conceded 
that the Front would take away 5 to 7 per 
cent Akali voles. It, in conjunction with 
other factors, obviously helped the 
Congress Party to bounce back in the 
current parliamentary' polls in the .state. 

With the split in the Akali Dul, the 
rcligio-political battle fur retaining the 
panthic base had begun in the slate. Open 
campaigning by the Sikh high prie.sls in 
parliamentary elections considerably 
eroded the spirit of the Moga Conference 
which had kept away religion and such 
other factors. 

The ruling Akali Dal and BJP entered 
the election fray jointly. They focused 
primarily on i.ssucs such as Vajpayee and 
Kargil victory. Badal avoided talking of 
local issutii as this election, according to 
him, was only to make a choice between 
Vi\jpayee, the ‘.Swadeshi' and Sonia 
Gandhi, the ‘videshi’, as the prime minister. 
More specifically, in Dhudike village, the 
birth place of Lala Lajpat Rai, he said, 
"electing a videshi would amount to ne¬ 
gating the sacrifices made by the great 
martyrs, Bhagat Singh, Raj Guru,Sukhdev 
and I.-ala Lajpat Rai” (The Indian Express, 


August 24, 1999). Therefore, he urged 
people to vote for the candidates of Akali- 
BJP combine to elect Vajpayee as the prime 
minister. 

He perceived that his party’s real contest 
was against the Congress (1), which, 
according to him, was the villain and had 
plundered the country forover four decades 
and ruled by creating communal divisions. 
He considered Cimgrc.ss(l) a liability and 
appealed to voters to save the country from 
theCongrc.ss which hadonly given ptivcrty. 
unemployment and coiTuption. 

Badal did not ignore the potential of the 
Tohra-lcd ‘Front’ a.s a third force He 
blamed'fohra for pursuing his selfish ends 
and .said that Tohra was on the payroll of 
the Congrc.ss(l) and received directions 
from Sonia Gandhi. He urged the jicople 
to save the ‘Panth’ and Sikh Sangat Ironi 
Tohra’s “nefarious designs”. While making 
an oblique lefcrcnee. to Tohra and other 
split factions, Badal further said that these 
very factions were responsible for 
disturbing peace and communal harmony 
in the .state (Satindcr Bains, ‘Badal Ciders 
Tight Security in Amritsar’, 77ie hulian 
Express, June h. 1999j. 

Some youth leaders of the Badal faction 
even accused Tohra of conniving with 
those responsible for Opt^ration Blucsttir. 
Likewise, Bibi J.agir Kaur, SGPC' president 
and MLA. called Tohra a "snake in the 
grass and Congress agent” who had stabbed 
the panth in the buck. Further, she accused 
Tohra and Bhai Ranjit Singh of misusing 
Gurudwara funds (otferings) which had 
gone into their bellies and polluted thc'r 
minds and thinking (The Indian Express, 
August 10, 1999). 

The prime minister, Atal Behuri 
Vajpayee and home minister. L K Advani 
also addressed election rai lies for the Akali- 
BJP combine. Vajpayee, while blaming 
Congrc.ss(l) for creating divisions and 
orchestrating fights among communities, 
stressed “Let the country know what com¬ 
munal amity is. How hard-earned peace 
and Hindu-Sikh unity have paved the way 
for brotherhood and development. Punjab 
has seen enough of bloodshed. With 
people's co-operation and unity that dark 
pha.se is over” (P P S Gill, ‘Teach Congress 
a Lesson: PM', The Tribune, .September 
4, 1999). 

The manifesto of the ruling Akali Dul 
highlighted issues such us setting up a 
genuine federal structure, maintaining 
peace, rekindling the flame of nationalism, 
welfare of dalits, setting up of agro-based 
industries, remunerative price.s for the farm 
produce, welfare of youth and women, 
setticmentof river waters as per the rip.arian 
principle, inclusion of Chandigarh and 


other Punjabi-speaking areas in Punjab 
and the promotion of Punjabi language in 
the neighbouring statc.s including Delhi. 
Must of the commitments and assurances 
were similar to the previous manifesto. 

The new issues included a .strong pica 
for exclusion of people of foreign origin 
from top positions, appreciation of Atal 
Bchari Vajpayee’s performance in Kargil 
and tributes to the valour of the Indian 
army. Besides, the manifesto predicted 
complete rout of the Congress party and 
its ‘secret’ allies during the parliamentary 
polls US the country had already made up 
its mind to vote for Atal Bchari Vajpayee. 
The term ‘secret’ allies referred to Tohra 
and his allies who were branded as working 
at the behest of the Congress (I) to poison 
the atmosphere of peace and amity in the 
stale. 

The Akali l)al<B) contested nine 
parliamentary scats leaving three for the 
BJP and one for the Bahujan Sumaj 
Morcha. Out of these nine Akali candidates, 
seven belonged to the jut-.Sikh caste and 
two represented the scheduled castes 
contesting fr«mi the re served .scats. In terms 
of cx|M?rience, .seven were silting MPs, 
one was the wife of late Darbara Singh, 
former MP, nunisicr, governor etc, and 
another a soci;\| activist licsides being a 
wealthy |x:rson with NKI connections. Out 
of the seven sitting MPs. one was a son 
of a chief mini.sicr and another of an cx- 
MP. One had been himself a chief minister 
and governor and another the wife ol an 
MLA. Most of these candidates com¬ 
manded sound economic opposiiiun with 
multiple sources of income such as farm 
land, business, transport, [X'trol pumps, 
hotels, shelters.commission agencies, etc. 
Almost all the jal Sikh candidates repre¬ 
sented landlord families. Fven the two 
scheduled caste candidates enjoyed sound 
economic position. However, in terms of 
supfxirt structure, the jai-.Sikh peasantry 
tended to be the major vote bank of all 
the nine Akali candidates, including the 
two .scheduled caste nominees. 

Of the three BJP candidates, two 
represented the higher caste khatri families 
of wealthy background, and one be longed 
to a traditional political fanniy ol saiiii 
caste enjoying connnami over a numter 
of educational institutions in the con¬ 
stituency. The original vote hank of BJP 

Taiiu I-Vdhi' 'li;iiN-r)i;i 

r.leclion Year Turn-<iul (Her Ccnl) 

borSaWw IW6 62.24 

Asscnihl) IW7 68.73 

U>k .Sabha IW8 60.05 

Uk .S,ibha 1W 56.23 
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waN confined lo liic urban Miiulus but il 
got extended to the rural jat-SiKh peasantry 
through the alliance with the ruling Akali 
Dal- However, the anti-iiicumlieney factor, 
built on their governments non per- 
loi inanee. seemingly crtxled their support 
III (M)ih the ateas. Moreovei, the facn»r ol 
power polities had ciettted serious devi- 
sions m the BJP in certain eonsiitucncies 
like Amritsar and Ludhiana resulting m 
further erosioti of the support The state 
duel ol BJP. Daya Singh Sodhi, who 
contesied from the Amritsar seat laced a 
poster war in the constituency. 

I lie Cl ingress Party, i n the fxist-Adampur 
by poll [icriod, seemed rejuvenated and 
termed the by-election outeomc as “a 
negative refeamdum on the Akali-BJP 
governtncnl’'. Capl Amrinder Singh said 
that in the Adampur election Sikhs in 
Punjab hail voted for the Congress Party 
after a long lime. He demandcrl finaiiciul 
emergency in Punjiibas the Hadal govern¬ 
ment had made the slate bankrupt. Another 
Congress lender said that Badal should 
lesign because people had rejected him 
and his family in Ihe Sikh-iloniinated rural 
eon.siilueney of .Adampur. Unlikeihe 1998 
parliamentary polls, the Congressmen in 
this by election worked unitedly and the 
victory of the party further consolidated 
unity in the rtink-and-filc. 

Howevci, with the announcement of the 
I.Jih parliamentary polls, a group of 
Congress leaders raised a banner of revtilt 
and criticised the party prrsirlent. Cupt 
Amrinder Singh, for being inaccessible 
and i^arti.san. These leaders met the 
Congress (I) president, Sonia Gandhi and 
conveyed their grievances such as fiscal 
mismanagement, promoting relatives and 
'tainted' leaders at the cost of ds'dicalcd 
party workers. Some dissidents maintained 
that .scveial |H.'ople with criminal back¬ 
ground or those who htid links w'ith 
militants \ ere ft tiding greater space in the 
organisation {ThcTrihwie.iane 12,1999). 
They demanded change in the leadership 
of the Congress l/jgislative Party (CLP), 
held hy a dalii MLA whose elevation to 
this post considerably attracted the 
scheduled caste voters in the state. 

The party high eonimatid. keeping in 
view the Adampur by-election victory anil 
the consequent improvcmeiu in the morale 
ol the party under the leadeiship of Capt 
Amrinder Singh, look a responsive stand 
and hcliied in pacifying the dissident 
leaders Capt Amrinder Singh included 
four former stale unit pre.sidciUs. in Ihe 
election committee besidc.s appointing a 
21-ineinbcr core group from within the 
campaign committee (of 56 niemlu’rs) ii> 
oversee election strategy. All this brought 


about positive results and most of these 
leaders campaigned effectively and made 
the most of a situation of poor performance 
and fragmentation of Akaiis. 

Unlike the previous polls (1998), most 
senior Congre.ss leaders in Punjab w'orked 
in tandem for the success of party can¬ 
didates. Even the unsuccessful claimants 
lor party ticket neither left the organisation 
nor contested as rebels as had happened 
last time. However, some leaders like 
Harehamn .Singh Brar, former chief minister, 
did not support the Congress candidates 
when denied party ticket. But in the ease 
of Faridkot the Congress (1) succeeded in 
getting the support of a member of the 
Badal elan. PatriarehTeja Singh-paternal 
uncle of the Akali chief minister - held 
Prakash Singh Badal guilty of disrespecting 
the Akal Takhl. He supported the Congress 
candidate against the Akali candidate, son 
of Prakash Singh Badal. 

An alliance with the left parties on the 
pattern of the Adampur by-eicclion was 
also forged lo challenge the Akali-BJP 
combine. The Congres.s(l) contested 11 
.scuts leaving one constituency each to the 
CPI andCPKM). Tills combination worked 
in the spirit of the Adampur by-clcetion. 
Veteran left leaders including Hurkishan 
Singh Surjit and A B Bardhan. participated 
in the campaign. They appealed to the 
people to rcjcei the communal and in¬ 
efficient ruling combine in Punjab. 

Sonia Gandhi addressed election rallies 
at Ludhiana. Patiala and Muga on August 
25 and 28. Beginning her speech with ‘Sat 
Sri Akal’, she attacked the Punjab govern¬ 
ment for failing to carry out any develop¬ 
mental aetiviiit’s in the state even though 
the Akali Dal was a partner in the govern¬ 
ment at the centre. Further, she said cor¬ 
ruption was rampant, crime was growing 
and unemployment spreading in Punjab 
but the government of the day seemed to 
be oblivious of all the.se problems. 
Similarly, Rajesh Pilot, while criticising 
the government for its failures, lamented 
that the ruling combine in Punjab had no 


plank except asking for votes in the name 
of Atai Bchari Vajpayee. 

The Punjab PPCC president, Capt 
Amrinder Singh, while predicting 
as.sembly elections in Punjab in another 
two months, claimed that there was a wave 
in favour of the Congress Party which 
would wipe out the Akali Dal and its allies 
in all the 1.3 Lok Sabha seats in the state. 
In an interview he claimed: “There is a 
clear crystalli.sation of the Hindu vote in 
favour of the Congress. The BJP vote- 
bunk in Punjab has totally cullap.sed. The 
Hindu vote would cn bloc go in favour 
of the Congress in addition to the traditional 
Congress vote. Additionally, the division 
of the Akali votes between the two Dal 
factions -- led by Badal and former SGPC 
Chief G S Tohra - is bound to help the 
( ongress improve its performance” 
(Yoginder Mohan. ‘Hindus Will Vote 
Enbioek for Us', The Indian Express, 
■Vugusl 28, 1999). 

He also emphasised that the backward 
sections would vole fortheCongress Piuty,. 
He claimed that the luirijuns would support 
the Congress! I) because of two factors: 
(a) discriminatory policy of the Akali Dal- 
BJPgovcrnmcnt; and (ii) their di.scnehant- 
ment with the B.SP leadership. Referring 
to the recovery of KDX at .several places 
in the state, he argued that the forces of 
destiibili.salion might raise theirheads again 
and it could be controlled by the Con- 
gress(I) alone. 

Most Congress leaders, while listing 
failurcsoftheAkali-BJPeombine.claimcd 
that the voters belonging to the weaker 
sections, backward classes, small farmers, 
government employees and minorities 
including Hindus would vote for their 
party. They cmphasi.sed non-pcrfoi munce 
and discriminatory attitude of the ruling 
Akaiis towards the downtrodden, urban 
dwellers and employees. While addressing 
the I lindu audience, must Congre.vsinen 
pointed out that the BJP, though a partner 
in the coalition government, had failed to 
protect their interests in the state. They 


Tabi f i: TiiRS’-oirr in Ukban Dominatlu CoNSTiTiirNnH.s 

O'er rent) 


bicclion Vciir 

l.udhianii Amritsar 

Jullundur 


Total 

City Total 

Citv 

Total 

City 

Lok 

53.26 

.54.32 


58.40 


Lok Sabha 

45.90 

35.86 48.05 

39.72 

49.80 

40.84 

Tabi f. 3. Party PiiRformancf 

l-.li-i.lion Year 

Conaress 

Akali-OJP 



Vote 

Seals Leads in Assembly 

Vole 

Scats Leads in Assembly 


(Per Cent) 

Won Segments 

(Per Cent) 

Won 

Segments 

t. .S.ibha I9ua 

25.85 

0 12 

43.88 

11 

80 

l.ok Sabha I9‘W 

.38.19 

8 b6 

37.50 

3 

33 


.3528 


Economic and Political Weekly December 11. 1999 



abo focused on the alleged abduction and 
rape of a girl by the son of an Akali 
minister and his associates. 

Congress leaders warned the people 
against the efforts of the ruling combine 
III pressurise the polling staff, misuse of 
offieial machinery and display of liquor 
and money during the elections. In fact, 
the Congressfl) made representations to 
ihe Election Commission of India about 
ihc misuseof government officials (police, 
revenue and panchayati raj), intimidation 
of voters, rigging, booth capturing, bogus 
voting, etc. At the behest of the Election 
Commis.sion two senior superintcndcnt.s 
of police (SSI’s) were transpired as they 
were posted in their home districts which 
was in violation of the election cixlc. In 
addition, the Election Commission di rccted 
the Punjab DGP to shift the hcudquaitcrs 
of a district Police Chief and two DSPs 
till the completion of the counting of votes. 
These officers were allegedly helping the 
ruling party during electioneering. Ca.se.s 
of misu.se of government vehicles were 
also reported. A staff photographer of a 
daily was assualtcd and his camera was 
snatched allegedly by an Akali minister. 

Interestingly enough, the Akulis in the 
pa.st had frequently accused the Congress 
government of throwing overboard all 
democratic norms during the polls but 
after capturing power they too allegedly 
indulged in all types of electoral mal¬ 
practices. In June 1098, when the Akali- 
led government conducted panchayai 
elections, the state Election Commission 
had to order registration of cases against 
ten block development and panchayat 
officers who were acting as returning 
officers. Regarding these panchayat polls, 
some observed: “Name any irregularity 
from rigging of the voters list to the 
registration of bogus voters, rejcciion of 
nom ination papers or cl i mi nal ion of names 
of candidates not owing allegiance to Ihc 
ruling party, [there is nothing] it has not 
committed. Not only this, even in the 
manner of printing of ballot papers the 
government has bungled” (Sal Pal Dang. 
‘Punjab Panchayat Polls: Government 
destroying Democracy at Grass-roots’, 77ie 
/Vt'H’ Age, Vol 46, June 28 July 4, 1998, 
p 7; P P S Gill. ‘Poll Pushes Rural Punjab 
mioTurmt5ir,77jern7»Mnc,Junc 16,1998). 
Even Ihe BJP, a partner in the coalition 
government, accused the Akalis of 
rejecting the nomination papers of the 
.BJP-backed candidates to keep the party 
away from panchayat elections (The 
Tribune, July 6. 1998). 

Subsequently, during the Adampur by- 
election, the Election Commission even 
reprimanded the SP (CID) of Jalandhar 


and directed the chief .secretary of Punjab 
to place its displeasure in the annual 
confidential repun of the officer for making 
an unauthorised entry at the counting 
station to favour the ruling party. 

Earlier, the Congress regimes too had 
indulged in similar malpractices but the 
scale under the present government seemed 
somewhat higher, which, of course, bodes 
ill for democracy. In the May 1994 NaktxJar 
and Ajiiala assembly by-poils the Akali 
Dal president. Badal, when out of power, 
pleaded for the deployment of the CRPF 
and BSF for all fwll related works instead 
of Punjab pol ice and the same was repeated 
in the cases of November 1998 Adampur 
assembly by-cicetion and the I3lh Lok 
Sabha elections by the Pl’CXr president, 
Capt Amrinder Singh. This apart, in the 
Nakodar by-ix>ll it was the Congress's 
chief minister’s close relation who 
allegedly rc.sortcd to force whereas in 
Adampur and 13th Lok Sabha elections 
it was allegedly done by the Akali chief 
minister's close relations. 

Regarding the social profile of 
Congress (I) candidates, eight out of 11 
were Sikhs and lli:ec Hindus. In teims of 
caste, six were jut-Sikhs, two each from 
scheduled castes and backward castes and 
the temaining one a Hindu higher caste. 
Moreover, eight of tl.cm represented the 
traditional political families. In other 
words, they initially entered politics as 
sons, ne|)hcws, wives, and duughters-in- 
law of prominent figures such as chief 
ministers. MPs or MLAs. Subsequently, 
most of them were elected as MPs and 
MLAs more than once. A majority of them 
enjoyed ministciial positions. With regard 
to their political roots, eight of the 
Congress(l) candidates were rural-ba.sed 
and three uiban. However, most of the 
rurul-hased candidates have also shifted 
to the urban complexes and own property 
and business concerns. Congress selected 
experienced and well-off candidates to 
attract the cicctoruic. 

Sociologically, although it tried to 
represent the diverse social gnmps in the 
stale, greater attention was paid to Ihc 
Sikhs, panicularly ihc jat-Sikh pca.suntry. 
As a result, some re.scntment was shown 
by the urban Hindu leaders in the initial 
stages but it was sorted out and most such 
leaders resumed campaigning in favourof 
party candidates. Since caste loyalties 
matter in lural Punjab, the Congre$.s(I) 
countered an Akali jal-Sikh with a jai- 
Sikh candidate in as many as five general 
constituencies and in one it roped in a 
kamboj against a jai-Sikh Akali candidate 
as the former's ca.ste was numerically no 
le.ss preponderant in the constituency. In 


Hoshiarpur, where u former Congress(I) 
MP, a saini, who defected to the BJP in 
1998 and trounced the Congress(I) 
supported BSP candidate, faced this time 
a saini Congress(l) candidate. In the 
.^mrilsa^ and Gurdaspur seats, die party's 
old warhorses faced the BJP’ssittingMPs. 
Duya Singh Sodhi, .state BJP chief, and 
Vinod Khaiina, a eine-.star. 

VI 

Results 1999 

Triangular contests made the election 
19^)9 quite ab.sorbing. But the turn-uui, 
was the'lowest ever, except for the 1992 
general elections when the terrorists had 
issued a boycott call and Akalis had stayed 
away from the poll process. The (lolting 
in Punjab has iK'cn usually on the higher 
side (Table I). A sense of disenchantment, 
mainly on account of non-peiformancc. 
contributed to voter apathy this time. 

1a)w voting was inure pronounced m the 
urban duminulcd constituencies (Table 2). 
in the ten |Kirhamcniury constilucncies 
where Ihe rural and semi-urban voters 
dominated, Ihc average tui n oul was S8.‘)9 
per cent. Poll jicrceiilage in the urban 
dominated constitiieiieics of the stale has 
usually been lower than the rutal areas. 
However, this^time there was a sharp 
decline, which could be attributed to the 
alienation of the urban voters from the 
ruling Akuli-BJPcombinc. Tlic peasantry, 
though it benefited from fiec water and 
|xtwer, also felt alienated because of in¬ 
adequate supply of power, faulty procure¬ 
ment system, spurious pesticides and 
fertilisers, con'U))iioii and lack of develop¬ 
ment activities. 

There were only lour parliamentary 
constituencies, vi/., Haridkol. Fenmupur, 
Sungrur and Gurdaspur where Ihc poll 
pcrccniiigc crossed 60 whereas in February 
1998 the number of .such constituencies 
was six. Among the key factors which 
attracted the voters to exercise their 
franchise in rehilivety greater numbers in 
the four constituencies were: personality, 
caste and rural dominance. Gurda.spur fulls 
in the Majha region where the poll per 
centage, tike the Doabu region, has been 
usually lower than the Mulwa region, a 
stronghold of the Akalis. Tlie BJP 
candidate, Vinod Khunna. and the other 
cine-stars who campaigned in his favour 
was the main iv-ason to: relatively higher 
turnout in OurdiLspur. I .ikewi.se, in Faridkut 
Jagmeel Singh Brur. a firebrand Congre.ss 
leader, and .Suklibir Singh, son of Prakash 
Singh Badul, and in Sangrur $ S Bamaia 
and Simurnnjit Singh Mann tended to 
attract voters in relatively greater strength. 
In f'crozcpur it turned out to be a caste 
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battle as the three contesting groups 
(Akali Dal. Congress and United Front) 
.selected candidates from three different 
peasant castes -jat-Sikhs, kamboj and 
rai Sikhs'. 

Rcgionwisc, the turn-out. like the past, 
was comparatively higher in the Malwa 
bell. For example, in Doaba the tum-out 
was only 52.32 |x:r cent, Majha - .54.14 
per cent and Malwa - 58.55 per cent, 
iluwcvet, on the whole, the turnout in 
Punjab during the current polls was hardly 
comparable with the past as the voters felt 
completely di.scnchanted with the state 
government besides the poll fatigue. Even 
some traditional Akali voters did not care 
tocxercisethcirfranchiscbecauseof apathy 
towards a non-performing government. 

The I .ok .Sabhaclections in Punjab reveal 
that the Congrcss(l), which was tnmneed 
by the Akali-BJP combine in all the 13 
parliamentary constituencies in 1998, has 
Ixtunccd back by winning eight seats, 
besides one .seat going to its ally, the CPI. 
The ruling combine has been able to retain 
only three seats; Akali Dal two and BJP 
one. Even these three scats were retained 
with a slender margin. For example, BJP’s 
cine-star has retained the Gurdaspur seat 
with a margin of only 1,399 votes and the 
sitting Akali MP in Fero/opur with 14.861. 
Even the son of the chief minister, a sitting 
MP and union minister, failed to retain the 
Faridkot scat, a pocket borough of the 
Badal family. 

Former chief minister, governor and 
union mini.ster. ,S S Bamala. was humbled 
in his native con.stituency by Simaranjit 
Singh Mann of the United Fmnt with a 
margin of 86,317 votes, whom he had 
defeated by 82,165 votes in the 1998 
parliamentary polls. This time, Mann 
maintained a decisive lead over Bamala 
in as many us seven assembly segments 
out of the nine in the parliamentary .scat. 
Moreover, Mann secured as high its 49.95 
per cent votes in Bamala’s hometown 
whereas the latter's tally failed to exceed 
27.72 percent votes. Similarly, in Maler- 
kotla, a Muslim dominated segment. Mann 
pulled 50.90percent votes. It was, perhaps, 
forthe first time that Mann received support 
from ail the sections, viz, Hindus, .Sikhs 
and Mu.slims. 

Mann's victory could be attributed 
mainly to hi.s decision of (hopping the 
controversial issue of Khalistan in the new 
situation. Mann was one of the few .Sikh 
leaders who had gone on demanding 
Khalistan till April 1999. However, he 
entered the current parliamentary pulls tis 
a mixleratc Akali and his election to the 
13th Lok Sabha, unlike the 9th Lok Sabha 
to which he was elected with a big margin 


under militant ideology, would further 
attenuate his radical posisition. 

The distinguishing feature of the current 
parliamentary polls in Punjab was the re- 
emergence of the Congress Party in the 
electoral politics of the state after a gap 
of 20 years. The electorate. In fact, belied 
all the hopes of the ruling Akalis that the 
Congress Party would be rejectedin Punjab 
becau.se of its being instrumental in the 
sacrilege of Sri Harmandar Sahib and 
massacre of Sikhs in Delhi in 1984. 

The Akalis failed to a.ssess the emerging 
scenario, which was largely shaped on the 
basis of factors such as the policies and 
failures of the Bamalagovemment (1985); 
dismal performance of the militant Sikh 
leaders elected to the 9th Lok Sabha; certain 
positive contributions of Beant Singh's 
regime (1992-96), particularly the restor¬ 
ation of peace and revival of democratic 
process; and poor performance of the 
present Akali-BJP combine. 

The results of the present parliamentary 
polls in Punjab were reminiscent of the 
Congrc.ss victories during the 1971, 1972 
and 1980 elections when it had won the 
majority of seats in the state after its re¬ 
organisation in No vember 1966. Although 
the Congrcss(l) in 1992 won as many as 
87 assembly and 12 parliamentary seats, 
it was a truncated poll in which polling 
was as low us 24.2 per cent due to which 
the Congress regime was ridicul(»l as a 10 
per cent government. Since the rulingparty 
had polled only 10.2 per cent of the votes 
and over three-quarters of the voters in the 
state hud .stayed away from pulling process, 
the critics rightly called the 1992 state 
assembly “an apology fora rcpre.scntativc 
democratic body”. 

This time, the Congre.ss(l) contested 11 
seats and emerged victorious in eight with 
38.19 per cent votes, which was its highest 
in the .state since the 1980 assembly 
elections. Incidentally, the victories in 
1971.1972 and 1980 were obtained in an 
atmosphere of pro-Congress waves 
whereas the pre.Hent one was achieved 
under different circum.stanccs. The 
Congress(I) led in as many as 66 assembly 
segments whereas the Akali Dal led in 
only 22. BJP II. CPI eight. Akali Dal 
Mann seven, Bahujan Samaj Morcha tw'o 
and BSP one (Tabic 3). The present 
pcrfonnancc of the Akali-BJP combine 
would be hardly comparable with the Akali 
Dal’s tally of 75 assembly seats with 37.64 
percent votes and the BJP’s 18 .scats with 
8.33 per cent votes in the February 1997 
assembly elections. 

The gains of the Congress (I) have been 
relatively greater in the urban constituen¬ 
cies than in the countryside. For example. 


in 22 out of the total 28 town dominated 
assembly segments in the state, the 
Congress G) has polled more votes than 
the Akali-BJP combine. The Congress (1) 
got 50.15 per cent of the total votes polled 
in the 28 urban dominated segments 
whereas the ruling combine polled 39.42 
per cent. BJP's three parliamentary seats, 
included seven urban dominated assembly 
segments, out of which Congress (I) 
candidates led in four. During the previous 
parliamentary polls (1998), the BJP had 
scored a decisive lead in all these seven 
assembly segments. Another noteworthy 
feature was that five of the seven segments 
were represented by BJP MLAs. The three 
parliamentary seats contested by the BJP. 
comprised 27 assembly .segments, out of 
which 16 went the Congress way. Of the 
11 assembly segments in which the BJP 
maintained a lead eight were represented 
by Akali M!.,As. Likewise the BJP’s lone 
victory in Gurdaspur was achieved on 
account of its candidate's lead in the four 
assembly segments rcpre.sented by Akali 
MLAs. But, the Congress candidate in 
Gurdisspur was ahead of the BJP rival in 
four out of the five assembly segments 
represented by BJP MLAs. 

It .shows that the Hindu dominated uiban 
and semi-urban constituencies have 
returned to the Congress fold as their 
aspirations remained unfulfilled despite 
their overwhelming support to the BJP 
during the 1997 and 1998 elections. Most 
urban dweller and also rural non¬ 
agriculturists, perceived discrimination 
under Akali-BJP rule. Their hopes that the 
BJP group in the coalition government 
would neutrali.se the pro-agriculturist bias 
of Akalis were belied. The BJP’s coming 
closer to the Akali Dal and its dismal 
performance while in power with the 
Akalis, has, more than any other factor, 
alienated the Punjabi Hindus from it. The 
support of most of the Punjabi Hindus to 
the Congress party, barring 1977, 1997 
and 1998, has, by and large, continued. 

This time, the non-performance and 
fragmentation of the Akali Dal also 
provided a good opportunity to the 
Congress (I) to make inroads among the 
small peasants and weaker sections in the 
state, and into the strongholds of the Akali 
Dal. In the Malwa region, a citadel of 
Akali Dal, the Congress(I) and its ally CPI 
were, ahead in 34 rural segments whereas 
the ruling Akali Dal led only in 11. The 
Akali Dal could retain its lead in only 22 
rural segments whereas the Congress(I) 
led in 44 such segments in the 11 seats 
ilcontcsted. Congress (I)candidates polled 
as high as 44.52 per cent of the total votes 
in the.se rural segments whereas the ruling 
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Akdi Dal fetched only 40.36 per cent 
votes in the rural segments falling in the 
nine parliamentary seats which it had 
contested. The performance of the Con- 
gress(I) and its ^lies in the rural segments 
I >f these nine parliamentary scats was 42.20 
per cent, i.84 per cent higher than the 
ruling Akali Dal. 

In the Faridkot parliamentary .scat the 
son of the chief minister lagged behind 
his Congress counterpart by 5,983 voles 
in the rural segments. Even an independent 
MLA joining hands with the ruling Akali 
Dal on election eve failed to prevent an 
increase in the Congress’ lead in the seg¬ 
ment that he represented. 

Congres.s(I) took lead in 36 assembly 
segments which were represented by Akali 
MLAs. In addition, the CPI, a Congress 
ally, snatehed away another six segments 
from the ruling Akalis. Ironically, the niling 
combine could retain a lead only in 29 
assembly segments out of 93 which it had 
won in 1997. Only ten months earlier the 
Adompur as.sembiy by-election had given 
a premonitory signal, but the ruling Akalis, 
in.stead of revamping the party were riven 
by a split, resulting in further division of 
the Akali vote to the advantage of the 
Congress(I). 

The breakaway group, the United Front, 
which snatched one scat from the ruling 
Akali Dal and appropriated 12.35 per cent 
of the votes polled in the stale. Of these, 
37.33 per cent were polled by Tohra’s 
faction, 31.77 per cent by the three panthic 
groups and 30.90 per cent by the BSP. 

The BSP factor ate into Congrcs.s votes 
and the Tohra and panthic groups into the 
Akali vote. The Congress lost the RTorepur 
seal because of the BSP candidate and the 
ruling Akali Dal lost the Patiala and Ropar 
scats because of Tohra’s AISAD. The 
ruling Akali Dui retained the Ferozepur 
seat by a margin of only 14,861 votes 
which was lower than the votes polled by 
the BSP candidate. Similarly, the 
Congress! 1) wrested the Patiala and Ropar 
seats from the ruling Akali Dai by a margin 
of 78,908 and 77.381 votes respectively, 
which was lower than the votes polled by 
AIS AD’seandidates. Tiie div ision of Akal i 
votes due to the presence of the pantliic 
candidates in Faridkot and Jullundur 
enabled the Congress(I) to w'rest these 
scats from the ruling Akali Dal. 

Division of Akali vote was inevitable 
as the duee panthic parties would have 
-been in the fray even if Tohra and Badal 
had stayed together. As a matter of fact, 
they were together when the Congress (I) 
wrested the Adampur assembly seat from 
the Akali Dal during the by-election. 
Infighting has been rooted in the history 


of Akali Dal. the Akalis squabble whenever 
in power and try to unite when out of power. 

Cnngress(l). though somewhat better 
organised this time, was not without 
dissensions in seats like Faridkot, Patiala. 
Jullundur, Amritsar and Ferozepur. One 
of the successful Congress(I) candidate 
even exulted that he had defeated both the 
feudal lords, H S Brar, a senior Congress 
leader and former chief minister and P S 
Badal, the present Akali chief minister. 
However, the Congrcss(I), being the only 
alternative to the pre.sent luiing combine 
in the state, benefited the most from the 
anti-incumbency factor. The ruling 
combine could retain only three out of 13 
scats won in the 1998 parliamentary polls. 

VII 

implications 

The rout of the Akali-BJP combine at 
the hands of the Congress(I) and its left 
allies may not endanger the survival of the 
coalition regime in the state as there exists 
a favourable government at the centre yet 
it would amount to a .severe .strain on the 
ruling group, iKitticuiarly thechief minister. 
Not only have some differences emerged 
between the two coalition partners on the 
electoral debacle but a covert opposition 
to Budul’s pfKiition, which had been almost 
unassailable, has developed within his 
party. The defeat of his son has made him 
vulnerable. The BJP’s grouse about un¬ 
favourable treatment to urban people 
resulting in their alienation and the Akali 
grass nxits workers'criticism of mini.slers, 
MLAs and their kin for their corruption, 
may not be easily pacified. Di.scussions 
have been held on the strategies of 'damage 
coiilrul'. Regarding this, a section of Akalis 
have also favoured review of the on-going 
populistic measures. Some, on the other 
hand have demanded expansion of the 
cabinet besides sacking corrupt and non- 
performing ministers. However, the chief 
minister would avoid any review of the 
subsidies as well a.s the expansion of his 
mini.stry till the elections to the executive 
committee of the SGPC, including its 
president in November, and the panchayai 
samitis and zila parishads in December 
1999 are over. He would try to reverse the 
debacle in the parliamentary polls by re¬ 
taining his hold on the SGPC and pan- 
chayati raj institutions. But the delay in 
cabinet expansion may cause problems of 
unity in the party ranks and financial pau¬ 
city may deprive development activities. 
There is a clear message from the Con- 
gress(l)‘s victory that any continuance of 
non-performancc would prove disastrous 
for the ruling combine. Merely blaming 
CongressdJ for Punjab's ills, or for that 


maner, accusing Tohni of treachcroush 
helping the Congre.ss(I) by dividing tbi 
Akali vote.s would not solve the problem 
However.any drive for ’damagecontrol 
would not be an easy task in the changei 
scenario. Multiple pressures would inter 
vene in the proces.s. Tohra has launcher 
a campaign to replace Badal as chie' 
minister and president of the Akidi Da 
because the verdict of the people in the 
parliamentary polls, according to him, wa: 
not against the Akali Party, but ugains 
Badal and his clan for violating the SikI 
traditions and failing to safeguard th< 
panthic interests. In line with this, sonu 
close a.ssociates of Tohra have tried U 
explore po.ssibilities fora patch-up subjec 
to conditions like re-installing Bhai Ranji 
Singh as the Akal Takht jathedur. Tht 
three panthic groups on the other ham 
would like to maintain their identity. The) 
have also blamed Tohra for lici iig obsesset 
with the question of leadership. S S Manr 
has attributed his victory to the mi.sdccd^ 
of the ruling Akalis and condemned tiu 
pro-Budal group for demolishing hi^ 
party’s offiec in Amritsar in the first wcel 
of June 1999. A senior BJP leader anr 
minister in Punjab has blamed the Badal- 
Tohra rift for the poll debacle. The 
Congre.ss(I) on the other hand has asked 
Badal to quit as he has lost the mandate 
Moreover, the Cotigre.ss leaders attributed 
the financial crisis to factors like wastage 
and corruption and would oppose any 
increase in tax and prices. Likcwi.se, 
Tohra'.s paitymen wouldop|X}.se any move 
to withdraw free power to tlie farmers and 
levying of fresh luxes on the common 
|)cople to mope up rc.sourcc.s. Tlie general 
secretary of his party, while stressing on 
plugging the loopholes, alleged that 
thousands of illegal buses belonging to 
politicians were plying without pcnniis 
and that there is thef t of power by tndu.s- 
(rialists in connivance with authorities. 
According to the state CPI secretary about 
2,500 such bases were plying and ;he 
transport lobby consisting of several 
ministers, MLAs and bureaucrats had 
pressurised the government to withdraw 
powers from the ,SDMs to check the ply i ng 
of (he.se vehicles. Besides, suine groups 
including the Bharatiya Kisaii Union have 
decided to launch a vigorou.s movement 
against the hike in diesel prices. Thus 
stemming the tide or reversing the trend 
would he a hereulcan ia.sk in (he present 
circumstances. Nonetheless, there is a 
silvci lining in that cxU'cmi.st leaders like 
.Simaranjit Singh Mann have di.scarded 
their plank of Khalistan. In that sense the 
1999 parliamentary polls in Punjab 
reprc.icnta very healthy and positivetrend. 
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‘Yankee Go Home, But Take Me with You’ 

Yet Another Perspective on Indo-American Relations 

Jairam Raraesh 

What India seeks in its relationship with the US is very simple - we want the US to be out but we 
want to be in with it. The last decade has seen India and America set aside the bitterness and 
hostility of the past and engage themselves in dialogue across a broad spectrum. This paper lays out the 
menu on .some of the more prominent issues ,so that it is possible for us to identify what we like and what 
tvY* dislike. 


INDIA may nol be terribly important to 
the US us a recent survey of the Chicago 
Council of F'orcign Relations revealed - 
only 36 percent of those surveyed in 1998 
said that the US has a vital interest in India, 
although this proportion was up from 31 
per cent in 1994 and India's ‘thermo¬ 
meter' rating w:is 46 degrees C in 1998 
with anything more than 50 degrees being 
dctlned as a country towards whom ‘ wann’ 
feelings were expressed. But the US is 
tremendously important for us. Porfirio 
Diu/ bemoaned that Mexico's tragedy was 
that it was so far away from God and so 
close to the US. Well, India's tnigedy has 
been that it ha.s lx‘en too close to God and 
far away from the US! 

What India seeks in its relationship with 
the US. IS very simple and is captured in 
the title of this paper - ‘Yankee Go Home 
But Take Me with you'. This is more than 
a mere one-liner but captures the ambiva¬ 
lence of our attitudes. We want the US 
to be out but we want to be in with it. We 
want to have a special relationship with 
you. on our terms. 

We find the Americans ovcr-lx:aring, 
preachy and sanctimonious - something, 
1 would have thought, India had a global 
patent on, ever since the days of Krishna 
Menon. We find the Americans meddle- 
.somc and partisan. We fitid the Americans 
having no time for history. We find the 
Americans in.scnsitivc to tnir needs, aspi¬ 
rations, challenges and threats. Wc find 
the Americans impatient and not willing 
to give a land of the most multitudinous 
diversity elbow room for crafting a du¬ 
rable consensus before taking (ar reach¬ 
ing decisions. We find the American |X)licy 
towards India a consequence to or an off¬ 
shoot of American policy to ‘something 
else' and not a policy that is based on an 
autonomous recognition of India's own 
role. We think that America is far trw 
enamoured of Paki.stan and willing to give it 
along rope. We find the Americans fiercely 
evangelical on commercial and economic 
issucs. Bad enough we have to combat 
Islamic and Hindu fundamentalism; now 


wc have the added burden of trying to push 
hack market fundamentalism being propa¬ 
gated by the ayatollahs of Wall Street, the 
mullahs of the Treasury and the imams of 
the IMF. We think that the Brits somehow 
knew how to manage their global role in 
u very sophisticated fashion but the 
Americans are seen to be crude, bratlish, 
insular, isolationist, and totally caught up 
with themselves and their way of lile which 
is wreaking havoc on the planet. 

But at the same lime we crave American 
interest, attention and affection. Wc think 
we have a far greater justification to be 
at the hcadtable than at least seven of the 
G-8 countries. We want to he taken se¬ 
riously, not just as an emerging market hut 
us a country that has something unique to 
contribute to world affairs. We want 
.America’s support for fulfilling our des¬ 
tiny on the world stage as refiected in a 
permanent seat in the UN Security Coun¬ 
cil. We cannot understand why America 
gives us no browmic points for our exu¬ 
berant, boisterous but representative de- 
nuxracy and for our plurality, no credit 
for our lough anti-narcotics record. We 
find America bending over backwards to 
accommodate China but ever ready to 
move forward to take issue with India on 
the slightest pretext. We find it irritating 
that in a WTO-world, America clings to 
bilateral punitive instruments and treats 
the WTO with disdain and indifference. 
And most of all, we certainly deplore 
American attempts at imposing restric¬ 
tions on the movement of Indian skilled 
personnel tc the US. Indeed, 1 have often 
thought of what might happen if Ameri¬ 
cans did impose, even temporarily, that 
ultimate 'veapon of sanctions on the 
Indian establishment, specially its prog¬ 
eny - namely visas. 

‘Hanga' to Pragmatism 

Many scholars have analysed die ups 
and downs, mostly downs of Indo-US 
iclations. But I think it was the redoubt¬ 
able former Indian foreign secretary Mani 
Dixit who captured the essence of our 


relationship, at least from the Indian side 
with a delightful Hindi word, that pithily 
captures our mindset to the US - panga. 
It is difficult to translate it exactly into 
Engl ish but roughly speaking, panga means 
prickly, instinctive, petulant confrontation, 
confrontation for the sake of confronta¬ 
tion, confrontation that reflects a desire on 
the part of the weaker side to .score a few 
‘points’ over the stronger protagonist and 
put that protagonist in its place. When you 
are, in effect, a junior partner and have 
great prcten.sions, then you do look for 
opportunities to flex your mu.scle so that 
you do nol get taken for granted. That, in 
essence, has been our approach, an ap¬ 
proach that has nol been grasped in its 
psychological complexities by a relatively 
simple-minded and bottom-line oriented 
Americans. 

Things have dramatically changed in 
Indo-US relations as 1 will presently ar¬ 
gue. But panga remains. I have been trying 
to confront this and impress on my col¬ 
leagues and friends in India five points as 
part of this changed panga-to-pragma'ism 
approach, an approach in which India is 
more proactive rather than being merely 
reactive. 

First, no country has become an eco¬ 
nomic powerhouse in the post-second 
world war era without close economic co¬ 
operation with the US. Even China runs 
an annual trade suiplus of close to S 50 
billion with the US which is more than 
five limes that volume of Indo-US trade. 
US direct investment in China is probably 
around five times that in India but if 
portfolio investment is also included, then 
it is probably two to three times as much. 
India must engage the US more intimately 
and heavily in trade, investment and 
commerce. To do so, it mu.st bring about 
changes in its own economic policies. The 
single must important reason why India 
has been unable to emerge as an interna¬ 
tional supplier in fast-growing consumer 
industries is because of our policies on 
small-scale reservation. When I was in the 
US some years ago, I saw stickers on cars 
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proclaiming - Be American. Buy Ameri¬ 
can - but behind the stickers was printed 
in small font, ‘Made in China'. That il- 
lusuates the bus that India has missed. 

Second, investment is important but what 
pi ves leverage in the US is trade. Of course, 
trade and investment are closely inter¬ 
linked. Over one-third of international trade 
now is intra-company sales. If more 
American companies come to India, im¬ 
ports and exports will get a Hllip. But this 
IS in the medium to long-term. In the short¬ 
term, what .sells in the US is how much 
you buy from the US.-Almost quarter of 
a million jobs in the US are dependent on 
exports to China. One-sixth of Boeing's 
.sales arc to China. That is a powerful 
.argument that is used by the friends of 
China. India needs to build up .such a 
distinctive profile and position as well 
where sales to it are crucial for the con¬ 
tinued prosperity of American companies. 

Third, America respects economic 
strength and open markets. Hconumic 
strength and open markets arc in India’s 
ow'n interests and we must libcrali.se on 
that .score alone. The added benefit would 
Ixr that we sustain American interest as a 
consequence. I haddcscril)cd itsomeyears 
iigoas the ‘Use Rebecca Mark to neutralise 
Robin Raphet approach’. 

Fourth, American policies arc very often 
shaped and influehced by diasporas. India 
has a great advantage that its diaspora, 
though comparatively recent, is extraor¬ 
dinarily resourceful, well -heeled and wcll- 
placed. If we could somehow leverage 
these networks, we can surely bui Id bridges 
with the US. 

Fifth, far too long we have allow’ed our 
bilateral relationship to be a govemment- 
to-govemment one and whatever other 
dimen.sion.s wc have tried to have had 
often fallen prey to the vici.ssitudes of our 
political tics. America andindia must have 
a mufti-faceted relationship that is durable 
enough to withstand political differences 
- examples of France and Israel come to 
mind. 

I must admit that these points are slowly 
sinking into our consciousness. Ameri¬ 
cans may feel frustrated at the pace of 
change but it cannot be denied that our 
relationship is now on a much firmer and 
sounder fbocing than what it w'as in the 
1970s and 1980s. Part of the problem is 
that America very often expects too much 
from its new-found friends and when things 
.do not quite happen according to its wishes 
and plans, it gets disenchanted. There was 
a time when Indonesia could do no wrong 
in American eyes - now it can do nothing 
right. American policy is handicapped by 
such pendulum swings. 


Some years back. Ambassador Shankar 
Bajpai drew my attention to a delightful 
insight from de TtKqueville - who else? 
- who wrote “a democracy can only with 
great difficulty regulate the details of an 
important undertaking, persevere in a fixed 
design, and work out its execution in spile 
of serious obstacles. It cannot combine its 
measures with secrecy or await their 
consequences with patience. There is a 
propensity for demnemoies. to obey im¬ 
pulse rather than prudence, and to aban¬ 
don a mature design for the gratification 
of a momentary- pii,ssion'’. This is a point 
I will come back to later when I discuss 
how both countries must be less demand¬ 
ing of and more patient with eacli other 
as a key to sustaining their relationship. 

1991 was a definite turning point and 
it would not be an exaggeration to say that 
the corporate sectors of the two countries 
have di,scovered each other and arc prctty 
much on auto pilot. There have been con¬ 
troversies. But for every Enron there is a 
GE. For every McDermott there is a 
M icro.sofl. Trade barriers have conic crash¬ 
ing down in India at an unprecedented 
rate, something ihitt is nut always 
recogni.scd in Washington. 

This has not only helped us. which is 
why wc embarked on trade liberalisation 
in the first pliicc but it has also openeil 
a ticw dimen.sion in our ties. There w.ns 
a time when the Job of the American 
ambassador in Delhi was almost exclu¬ 
sively devoted to lobbying for lower tar¬ 
iffs on almond.s from California. Not any 
longer. India has taken momentous deci¬ 
sions to phase out quantitative restrictions 
on imports by 2(K).3 and also to change her 
intellectual proiieriy protection laws by 
2005 at the outside. Sure, it has required 
American and WTO pressure to do what 
Is in our own interest to have done .some 
years ago but the fact that we have done 
it in face of considerable political flak has 
earned enough plaudits in the US. 

The crucial point of economic refonns 
is that no government after Nurasimha 
Rao left in May 1996 - and there have 
been four gtivcnnneuts - has reversed the 
pace and direction of refonns. In fact. I 
have argued that reforms after 1996 have 
been deepened and expanded very signifi¬ 
cantly. Liberalisation of the economy has 
also received great impetus from the 
rcgionalisation of the polity that has taken 
place in India in the past decade. The most 
far-reaching economic reforms are now 
being taken by slate govemmcnt.s belong¬ 
ing to different political per.suasion.s-like. 
for example, in the power industry. It was 
tile chief minister of West Bengal who 
spearheaded a historic water-sharing agree¬ 


ment with Bangladesh. Part of the frust¬ 
ration of outside observers is that therc is 
no unicentric India anymore. We are evolv¬ 
ing into a polyccntric political system and 
this, far from being a recipe for Balkan- 
isation of India, is actually strengthening 
Indian society in ways that arc still evolving. 

1998 was a .second watershed. Indian 
elites and intellectuals have always be¬ 
lieved that America will take India seri¬ 
ously only if it ha.s military might and if 
it is a nuclear power. 1 have been arguing 
that this is a profoundly mistaken per¬ 
ception. But may 1 be honest enough to 
admit that the way India has suddenly 
become a flavour in think tanks and on 
the seminar circuit doe.s confirm the 
impression that the Americans will take 
you more seriously if you have nuisance 
value. Would no lc.ss a personality than 
Strobe Inlboti engaged our foreign min¬ 
ister in eight excruciating rounds of talks 
spread over 12 months if wc had not gone 
nuclear overtly? 

When Indians read about how Russia 
is a Bangladesh with nucicur arsenal, they 
arc justified to think that they will get n 
place on the head table only if they have 
displayed nuclear pyrotechnics. I talked 
earlier of how I use the example of China 
to convince ni^v Indian friends that it is 
ecoiiomic might that counts in world. But 
please pause for a moment and reflect on 
the fact that America’s cxpoiis to (.’hina 
are probably just around 2.4 |ier cent its 
total exports, about the same level as 
exports to Australia or Belgium, as Gerald 
Segal reminded us in a recent is.sue of 
Newsweek. An Indian looking at this 
stali.stic would be perfectly justified to 
think that China is taken .scrioasly pre¬ 
dominantly iKcau.sc it is a nuclear and 
missile jxiwcr. 

The third watershed was May July 1999 
when America look an <incharncicrisli' 
cally balanced approach on the Kargil 
episode. Most Indians were pleasantly 
surpri.scd that the US hiui shed its inidi- 
lional cven-hundedness and hnd acluallv 
tilled in favour of India. 1'herc may well 
have been fears stoked about third party 
intervention. But the dominant mood in 
India was one of exultation that finally 
America has conic to our sujipoii. It wiped 
out memories created bj our lack of 
understanding ofhow the correspondence 
.section in the White I louse routinely deals 
with letters received by the President and 
by the hectoring that we think wc are being 
subjected to by Josef Korbcl’s daughter 
and her acolytes in F'oggybottom. 

Well, so much by way of background, 
history and generalities. Where do wc go 
from here? Ixt me take each of the major 
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issues on our mucual radar screens one oy 
one and discuss them in some detail. I 
plead guilty to not bringing some “over¬ 
arching" vision, no grand theme, no great 
macro-perspective. I finrl America looks 
at India largely through the prism of bombs 
and riiissilcN. India looks at Annerica largely 
through the prism of investment and visas. 
What has been missing is an ‘integrated’ 
pcr.s|iectivc at a nuts mid bolts level. 

ThK Nliri,bAR IssiJK 

Many of my Indian and American friends 
have suggested that we must keep the 
nuclear issue aside and make progress on 
other areas. I disagree. l*rogress on non¬ 
nuclear issues need nut be held hostage 
to progress on nuclear issues but the nuclear 
dimension in our relationship must be 
discussed openly and frankly. To an c,xtcnt, 
this is happening but. as I bemoaned a little 
while earlier, did it rei|uirc Pokhran-ll for 
America to wake up'/ It would also help 
if America would acknowledge, in the 
face of incontiovertiblc evidence that is 
now available, that it was actually Paki¬ 
stan that went nuclear first ,ind without 
Chinese support and American acquies¬ 
cence this would nut have happened. We 
could do without hypocrisy on both sides 
in the nuclear dialogue. 

A country who.se Prime Minister first 
made u suggestion for a CTBT-lyiie treaty 
way back in 1954 and a country that co- 
.sponsured the CTBT resolution with the 
US in the UN in 1993 can hardly turn its 
back to the CTBT. On the other hand, for 
the Americans to pursue what the Wash¬ 
ington-based Institute for Energy and 
Environmental Research calls some form 
of "stockpile .stewardship" prograiiimu to 
ensum maintenance of its own nuclear 
arsenal and to pursue the path of thermo¬ 
nuclear explosions is both hypocritical 
and in the latter case v iolati ve of .^^ticle 1 
of the tTB3. 

Our concern is simply that whatever is 
applicable to America is auioinalically 
applicable to ournucle,irneiglibourChina. 
1 recall reading an article by George Bunn 
and Roland Timari).ic\, ihc men behind 
the NFf, that the US li.ts not fulfilled its 
obligations under the N'l’f. 

America also docs not recognise fully 
the tension that has uKvays existed be¬ 
tween the competing schools ot idealism 
and rcalpolitik in Indian scciiniy policy. 
After all, plea.se do not forget that just 36 
years ago in 1963 India refu.scd a sugges¬ 
tion frmn the US that it produce a luielear 
bomb to counter the anticipated iuiclc.ir 
wcaponisation of China. Ahso please do 
not foigct that m 1967, India approachej 
the US to enquire whether it would pro- 


vioe .secumy guarantees to inuia against 
a nuclear threat from China. The response 
was negative leading to the ascendancy of 
the realpulitik school. 

Let me hasten to add that amnesia is not 
just an American trait. We too have been 
guilty of this at crucial junctures. No single 
event has done more to vitiate Indo- 
Amcricun relations than the dispatch of 
USS Enieiprisc to the Bay of Bengal in 
1971. Indians got terribly worked up 
conveniently forgetting that the very same 
aircraft cat rier had visited the Bay of Bengal 
nine years earlier at the time of the Sino- 
Indian conflict. 

There arc no disagreements between 
India and the US on the need for India to 
institute and legislate .strict export con¬ 
trols on nuclear and missile technology. 
In fact, our record on this is impeccable 
inspitc of billion-dollar blandishments 
from Libya and Iraq. Again, we arc not 
given brownie points for this self-imposed 
ban. I believe that we should legislate such 
controls at the earliest, although 1 am aware 
that there is a school of thought in India 
which wants to link this to some “conces¬ 
sion” from America on sanctions and on 
transfer of technology. 

There are no major disagreemcnis on 
chemical and biological weapons and I ndia 
is already a signatory to glohul conven¬ 
tions. There arc no fundamental differ¬ 
ences over the Fissile Material Cutoff 
Treaty (FMCT) as well. India has repeat¬ 
edly stated that it is prepared to negotiate 
the E'MCT in the Committee on Disarma¬ 
ment. Hie CTBT, therefore, is the crux. 
We arc watching the debate on the CTBT 
ill the U,S, China and Ru.ssin with great 
interest. My own sense is that by the time 
the CTBT is ratified by the U,S Senate wc 
would also have made up our minds, 
although I find it hard to imagine India 
acceding to the CTBT if China has not 
.ictually ratified. 

India has already announced a morato¬ 
rium on nuclfar tests. All political parties 
have supported thus posifion. Tliis is a de 
facto commitment to the CTBT. Formally 
our position is that we will sign the CTBT 
but as part of a process that includes major 
reduction, if not total elimination, of 
nuclear weapons by the P5 countries. And 
do not forget that one of the P5 shares a 
2(XX)-km ilisputcd border with us and 
inspile of border agreements signed and 
confidence building measures taken in 
1993 and 1996, that P5 nation evokes not- 
so-nicc memories in India. 

Ideally, India should sign the CTBT 
since the .security arguments for not doing 
so liuvc disappeared following the May 
1998 tests. I am aware that .some scientists. 


Doin inuian aiiu /iiiieiuaui, icci uitu ouin 
die quantity and quality of the tests con¬ 
ducted in May 1998 were insufficient to 
establish a credible nuclear deterrent, 
specially vis-a-vis China. But I will go by 
the categorical assurances given by India’s 
defence and nuclear science establishment 
that the tests were, in fact, sufficient. 

But till such a time India actually signs 
the CTBT, a sugigestion made by the 
Washington-based Economic Strategy 
Institute in 1998 is worth considering that 
the Indian parliament make a declaration 
citing the key provisions of the treaty and 
explicitly pledging that India will comply 
with these provisions in the form of an 
undertaking to the UN. The Institute links 
this to u ‘nuclear bargain’ which would 
involve the transfer of American nuclear 
power technology subject to international 
safeguards. 

I find this IS pragmatic recommendation 
although on nuclear power, I just want to 
mention that our programme has tradition¬ 
ally been based on heavy water moderated 
reactors which means that the Canadians 
will have to be an integral part of such 
a deal. Our nuclear power programme 
must continue to be based on heavy water 
since our ultimate objective is to utilise 
our vast reserves of thorium. But light 
water reactors have a ‘gap filling role'. 
Nuclear power accounts for ju.st 3 per cent 
of electricity supply in India and if we arc 
to reach a contribution of at least 10 per 
cent by 2015 then 500 MW light water 
reactors become important specially since 
India has mastered only the235 MW heavy 
water reactor design. American laws have 
prevented the sale of nuclear reactors to 
India which is buying them from Russia 
instead, not a very happy prospect given 
the Chernobyl .saga. Indians arc unable to 
understand how America can contemplate 
.selling reactors to China which is in clear 
violation of all MTCR stipulations regard¬ 
ing .sale of mis.sile technology to third 
countries. India puts this down to the usual 
‘double standards' adopted by America. 

The CTBT debate in India suffers from 
a major misconception on the pan of its 
opponents that signature automatically 
means ratification. Actually, there are three 
steps - signature, ratification and deposit 
of the instruments of the ratification. Now, 
in the Indian system parliament docs not 
ratify an international treaty as does the 
US Senate. It is the executive’s privilege 
and prerogative. This has what that has led 
to the confusion, llie same authority signs 
and ratifies. This has led many commen¬ 
tators to argue that signature means au¬ 
tomatic ratification. This is simply not 
true. India signed the Chemical Weapons 
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Convention in 1993. The same cabinet 
that decided to sign the CWC in 1993 then 
decided to ratify it in 1995. Another 
government's cabinet then decided to 
deposit the instruments of ratification in 
1996. 

This three-p hased approach is what i.s 
needed fortheCTBTas well. Weean sign 
on immediately, link our ratification with 
ratification by the US and China and the 
withdrawal of .some of the curbs on our 
research and .scientific institutions and 
further link our deposit of the instruments 
of ratification with progress on a global 
accord on a time-bound climinutiun of 
nuclear weapons. It is my belief that 
privately all political parties have come 
around to the inevitability of India signing 
the CTBT and that they arc now looking 
for a honourable way of resiling from the 
belligerent - not now, never - posture that 
I ndia adopted a few years back in Geneva. 

in recent wcck.s, the publication of the 
nuclear doctrine document prepared by 
(he entirely non-official National .Security 
Advisory Board has generated a lot of 
adverse comment from the Americans. It 
has, incidentally, received flak within India 
as well. It is extremely unfortunate that 
the Americans have seen in the UtKumeni 
a distinct thrust towards building a deter¬ 
rent against the US. It is vital for India 
to correct this impression. 

A charitable explanation for India de¬ 
veloping ICBMs given recently to me by 
one of India's most knowledgeable ex¬ 
perts on nuclear economics and defence 
strategy Brigadier (retd) Vijai Nair is that 
since Indian SSBNs will be restrained 
from deploying in the Pacific Ocean, the 
S[.,BM capability on btiard thc.se platforms 
operating off the Indian Ocean must be 
of ICBM class. Even so, 1 would person¬ 
ally push for a categorical statement by 
India that it does nut seek to develop 
missilecapability in excess of4,500-5,000 
km range. This could form panof a mutual 
no-first-use pact between the US and India. 
I entirely agree with Michael Krepon's 
memorable comment that except for a 
pledge to no-first-use and a commitment 
to a ‘minimum credible deterrent’, the 
document may well have been written in 
the Pentagon. That India’s deterrent is 
purely and unequivocally for a defensive, 
retaliatory capability has to be made clearer 
and hammered home again and again. But 
if a minimum deterrent is to be credible, 
it has to |»ss the test of survivability 
which, in turn, neces.sarily entails a sca- 
ba.sed deterrent. There is, I am afraid, no 
escape from the Triad concept. I am sure 
that the draft doctrine document will be 
subject to greater scrutiny in parliament 


and by the new government itself. There 
are definitely Cold War luiKhes in the 
document and it would be suicidal for 
India to go through what the Americans 
.subjected themselves to for well over three 
and a half decades. That the Soviet Union 
was destroyed by its counter-actions should 
nut be lost on India. 

The expectation of many Indian .security 
experts is that India can withstand (he 
economic costs of nuclearisation and it is 
Pakistan that will he destroyed when it 
mounts a Soviet-type reaction. This i.s 
wrong. To wish for Pakistan's destruction 
itself is against India’s interests. But to 
argue (hat India can take more than a 
billion dollars of additional expenditure 
peryear for the next 10 years for its nuclear 
deterrent is being blind to India's .socio¬ 
economic realities. Actually, even this 
additional amount will be straining our 
resources to the hilt but my feeling is that 
we could scrape through, but only ju.st. 
This would call for a steep cut in (he 
subsidy bill that consumes 14-15 percent 
of GUP, a massive programme of 
privatisation and a drastic i eduction in the 
size of govcminent. 

M1.SSII.U ls.siii: 

The nuclear and missile iss(ic.s are clo,scly 
inier-linked. There is a Him belief in India 
(hat the U.S is doing iis best to ensure that 
India docs not emerge us a missile power. 
The Americans have been pre.ssurising 
India to go .slow on its missile programme 
without appreciating fully the rea.sons why 
India built up its ini.ssilc capability. Wc 
have on our buidcrs a ICBM-power which 
docs not subscribe to the Missile Tech¬ 
nology Control Regime (MTCR). These 
violations of the MTCR have been over¬ 
looked by the Americans even as they arc 
telling the Indians to abandon their own 
programme. We see double .standards in 
this approach. 

In a serie.s of articles, in (he Times of 
India, 17 years ago had advocated India's 
missile programme but purely for building 
and demonstrating scientific and techno¬ 
logical capability. I was then twenty-eight 
years old f^resh from the US and concerned 
with (he policies, progfimmes and projects 
to build India's technological muscle in 
hi-tech enclaves which would then spin¬ 
off into civilian industry as well. Earlier 
1 had collaborated with an Argentinian 
nuclear technologist Jorge Sabato in a 
paper published in 1979 in the Bulletin of 
Atomic Scientists to provide a similar 
. rationale for nuclear programmes in awn- 
tries like India and Argentina. These ar¬ 
guments are no longer in vogue but it is 
importam for my American friends to recall 


tlwm when they pass judgment on missite 
and nuclear programmes in India. The 
military dimension hardly entered my head 
when 1 wrote these articles which were 
spurred by a great deal of pride in tiie 
successful SLV-3 launch in the early 1980s 
and in ihe w'ay charismatic figures like 
Abdul Kalam were building indigenous 
scientific and technological expertise in 
the face of heavy odds. 1 had actually all 
but forgotten about these articles till my 
attention was drawn to them in a recent 
monograph pnxiuced at theStimsonCentre 
by WPS Sidhti which is a ntost lucidiy 
dctaiicd discussion of India’s missile de¬ 
velopment progiumme. 

By the mid-1980s however, other con¬ 
siderations liegan lo predominate and the 
icchnology factor was gradually overtaken 
by mililary and strategic factors as the 
main rntionulc for out mi.ssile pnvgraminc. 
Now, mi.ssilcs in south Asia arc a fait 
accompli. Tlie question is what direc(ion.s 
India's strategic missile programme will 
take. America would certainly like us to 
cap. rul l-hack and eliminate missiles. Tills, 
.Sidhu argues in hi;- monograph, would 
constitute (he south Asian version of the 
Internicdiaic Nuclear Force Treaty (INF) 
but which he rightly lejecu a.s being 
impractical and unviuble for India and 
Pakistan. The II^F's aim was lo eliminate 
an existing wcaiwn system rather than to 
prevent the emergence of one which is Ihe 
situation in our regitin. And an India- 
Pukistaii INI' arrangement would Iw in¬ 
complete without China and North Korea. 
The second option would Iw inducitun 
without actual deployment. This is Ihe 
situation prevailing today. It is a state of 
virtual de-alcri. This could be institut¬ 
ionalised through a bilateral dialogue 
between India and Pakistan and between 
India and China as well. 

The third option would Iw overt deploy¬ 
ment and (his isccrtainly what some hawks 
both in the Indian intellectual and .security 
c.slablishmctil would want. It has liorn 
argued that overt deployment has its usc.s 
and would actually lead to a mutually- 
assured deterrence status. It has also been 
argued that it would spur negotiations us 
well. I personally am not entirely per¬ 
suaded by these arguments which really 
i.s a play back from the Cold War era. I 
believe that overt dcpioynicnt coukl. in the 
•south Asian context, hcigliicns Icnsioiis 
and in.stability. .Sidhu argues that India 
could well inanugc 'using' niissiles-that 
is flight testing, moving, inducting and 
deploying -and prevent mi.scalculation by 
providing its neighbours reliable and timely 
monitoring and a.sscssment of niis.sile- 
rclatcd moves. I am not too sure. (>n paper. 
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this argument is attractive but in the hard- 
boiled world of day-to-day politics and 
given the Mate of play of Indo-Pak relations 
right now, Sidhu's hopes are misplaced. 

1 think we need to continue to maintain 
u fine distinction between ’induction’ and 
‘deployment’ with the focus being on 
induction. An eminent Indian physicist 
K Rajaraman lias written that what India 
needs is a ‘I’au.sed Deployment Posture’ 
by which he means a deliberate, mutually 
verifiable built-in delay of about a day 
in the arming of delivery vehicles with 
nuclear weapons, agreed upon by India 
and Pakistan. I entirely agree that we should 
ofler such a |M>sturc which will reinforce 
the no-rirst-u.se ticcinration. 

'I’hc US's military co-operation with 
Pakistan has always cast a long shadow 
on Indo-US relations, in fact, it might well 
he the ease that Kashmir would have t)ccn 
.settled in the early 19,50s had not SUATO 
and CENTO intervened. But let us not 
become prisoners of history. 

What bothers me, however, is that the 
same attitudes prevail. I was most di.s- 
tressed to read the report of the Indepen¬ 
dent I'a-sk Force of the Council on Foreign 
Relations entitled A New US Policy To- 
wunl India and Pakistan that was released 
in January this year. I amglad that Francinc 
Frunkcl, .Sumii (ianguly, Sclig Harrison. 
Stephen Sotarz and Raju Thomas gave a 
strong dissent note on the recommen¬ 
dation of the task force to resume military 
transfers to Pakistan. I could not have 
l)etlcrctl what they have said. They speak 
foi India when they call into question the 
very premise that US-Pakistan relations 
cannot be complete without resuming 
limited conventional military .sales. Any 
waiver of the Brown Amendment to|ictmit 
sales of military equipment to Pakistan 
would, in my \ iew, seriously damage Indo- 
US lelations 1 di'ubi very much if America 
would uciiiully increase its leverage in this 
fashion. What these arms will do i.s in¬ 
crease tensions in the region and harden 
Indian attitudes across a whole range of 
issues on which we h.i ve Ix-en able to make 
.some progrcs.s. 

An economically strong. s»)cially stable 
and politically democratic Paki.stan is very 
much in India's intctesis. India must work 
towards this objective, liulia must also 
encourage and suppt>rt the US in this task. 
Indeed I would argue that the main oh 
jeetive of American policy in South Asia 
sluiuld be to prevent the collapse of Paki¬ 
stan and to make it a responsible regional 
player. But the que.stion is whether the 
transfer of advanced wcaptmry help in 
re.soiving Pakistan's basic problems and 
advance American interests in the region. 


I need hardly recall to this audience 
George Santayana’s oft-repeated maxim 
- tho.se who forget the lessons of history 
arc condemned to repeat it. I would also 
agree with Leonard Spcctor in his dissent 
note to the same Task Force’s report when 
he says that to the extent the US is looking 
for leverage and incentives for 'good 
behaviour’ on the part of both the Indians 
and Pakistanis, economic, commercial, 
investment and trade incentives should 
take precedence over military carrots. 

On January 12,1995, an Agreed Minute 
on Defence Relations between India and 
the US was released in New Delhi signed 
by secretary Perry and minister MiUlikatjun. 
This minute talked aboutcivilian-to-civil- 
ian co-opcraiion. service-to-service co- 
Oficration and defence research and pro¬ 
duction co-operation. It also .sketched out 
an organisational structure to implement 
the provisions of the minute and promised 
to arrive at a bilateral agreement on mutual 
protection of classified information. Four- 
and-a-half years have pa.sscd but the minute 
remains virtually where it was. India's 
location astride the strategic sea lanes of 
the Indian Ocean and flanking the A.sia- 
Pacific Rim and the Persian Gulf, both of 
which are of critical importance to the US, 
would he a powerful argument dictating 
greater defence co-operation, both in terms 
of software and hardware. 

One point on India’s defence budget 
must be made here. Right through the 
1980s, India's defence spending averaged 
.1,2 per cent of GDP and in the 1990s it has 
averaged 2.6 per cent of GDP. Pakistan’s 
defence expenditure is now around 5 |)er 
cent of GDP and China’s also around 4.7 
per cent to 5 per cent of GDP. India’s 
moderate level of defence spending has 
not earned it ‘re.spect’ and ‘support’ in 
Washington. Now. following Kurgil there 
is a growing clamour in India for hiking 
defence budgets. There is undoubtedly a 
modernisation backlog. Add to that the 
annual cost of a credible minimum deter¬ 
rent which I have estimated at roughly 
about! I hillionayearforthencxt lUycars. 

The point 1 wish to make is this. For a 
variety of reasons - competing pulls on 
public expenditures, a genuine desire to 
cap the growth of defence spending which 
balhxuicd in the late 1980s and contri¬ 
buted to our BoP cri.sis of 1990-91 and 
because of the very nature of our defence 
procurement system-modernisation of 
India's armed forces did take a back .scat 
in the 1990s. It is now almost inevitable 
that India’s defence budget in the first 
decade of the next century will average 
1.2-3.4 per cent of GDP. This should not 
set the uturm bel Is ringing but must be seen 


as the very minimum that will be needed 
to keep India's armed forces in a state of 
preparedness, even after allowing for more 
active and purposeful diplomacy and 
dialogue. Incidentally, increased defence 
spending by India presents new business 
opportunities for India. 

In this connection, it appears that be- 
cau.se of its own curbs America stands to 
lose at Iea.st $ eight billion to $ 10 billion 
of business. India has turned to other coun¬ 
tries like Israel, Russia and France. The 
prime example of how Indo-US defence 
co-operation has been hurt fot lowing sanc¬ 
tions is the Light Combat Aircraft (LCA) 
where India and the US have a 'Mission 
Area Co-operation’ agreement initiated 
ironically enough, by the Americans. This 
agreement has resulted in a two-way flow 
of technology and it is not well known that 
Indians have developed new sub-sy.siems 
and processe.s that arc being put intoglobai 
use by American military contractors. 

In November 1984. India and the US 
signed a MoU on technology transfer to 
enhance trade and co-operation in ad¬ 
vanced technologies, which is of great 
significance to India. The MuU facilitates 
India’s access to such technologies and 
.sets out arrangements for the import of 
items from the US whose export is con¬ 
trolled. It is instructive to note, as two 
Indian defence .scientists K Santhanam 
and Rahul Singh have pointed out in a 
paper prepared for a seminar organised by 
the Centre for the Advanced Study of 
India at the University of Pennsylvania in 
October 199.1, that this MoU was mutually 
agreed upon and implemented seven years 
before the mure wcllknuwn 1990COCOM 
measures thus advancing a case for India 
to be considered by COCOM on par with 
countries like Sweden or Singapore. 

The MoU is generally recognised even 
by diehard Indian critics of American policy 
to be a success. There have been avoidable 
cases of denial but this has only spurred 
indigenous development which, in the 
long-run, is good for India. But Santhanam 
and Singh who have been intimately in¬ 
volved with the implcmentatior of the 
MoU argue that case-processing proce¬ 
dures by the US has very often varied with 
what has been agreed to in the MoU. The 
cryo-engine case has had the maximum 
negative impact. This was very clearly a 
non-military application but the Ameri¬ 
cans thought otherwise. 

Most importantly, from India’s point of 
view, the US must give India credit for 
exemplary restraint and maturity exhib¬ 
ited by India, quite unlike China. India 
would certainly like the US to distinguish 
satellite launch vehicles from missiles. 
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India would like America toexempt Prithvi 
as well but I am not going that far. Prithvi 
is a missile even though it may fall below 
the threshold of some definitions. Bui 
islanding of the Indian Space Research 
Organisation (ISRO) from technology 
denials is absolutely imperative. ISRO is 
fundamenlally a developmental agency 
hvhich is making tremendous contribu- 
lions in civilian sectors like broadcasting, 
communications, weather foFeca.sting and 
geographical information systems. The 
(iiiiput of its remote sensing satellites is 
being used by the Americans as well. We 
would also like pre-licence checks and 
post-shipment verifications to be limited 
to really sensitive technologies as origi¬ 
nally envisaged in the MoU. Them arc 
other 'confidence restoring’ measures that 
Santhanam and Singh identify. The cssen- 
lial point is that the MoU framework needs 
to be reactivated and given new life. 

The Kashmir Issi i: 

Second only to nuclear and missile non- 
proliferation and, in fact, closely linked 
10 it in the American mind vis-a-vis India 
is the vexed i.ssue of Kashmir. If Kashmir 
was not bang in the middle of a nuclear 
cockpit, it would not cause so much concern 
III Washington. Here, while it is true that 
India's human rights record has not ex¬ 
actly been a matter of pride in the last 
decade, let me also say that India has got 
somewhat of a ‘bumrap’. Wc have not 
done in Kashmir what the Chinc.se have 
done in Tibet or what the Israelis did in 
the West Bank and elsewhere. There was 
no demographic invasion and every at¬ 
tempt was made toailow Kashmiris to retain 
their cultural identity within the frame¬ 
work of a large, secular India. Article .'170 
of our Constitution docs precisely this and 
gives Ka.shmir unprecedented freedom and 
autonomy. And it was Jawaharlal Nehru, 
in one of his frequent bouts of high ide¬ 
alism, innocence and morality who took 
the Kashmir dispute to the UN, much 
against the opposition of his senior col¬ 
leagues and much to the surprise of his 
Pakistani counterparts. 

I am not going into history this evening. 
India has much to answer for not allowing 
free and fair elections except in 1977. 
India also Has placed all iLs eggs in the 
ba.sket of ju.st one family in the Valley. 
No sensitive Indian can be comfortable 
with its human rights record in the past 
decade, even after factoring all the provo¬ 
cations. I do not become anti-Indian by 
this admission, as many of my jingoistic 
countrymen would like to think. 

But ^e Americans have been no angels. 
Pakistan has been no angel and the 


Kashmiri diaspora, both from our own 
Valley and more largely the Mirpuris from 
Pakistani-Occupied Kashmtr/Azad Kash¬ 
mir, in the UK and the US, has fucHed 
separatism. The question is what happens 
next? Independence for Ktishmir is ju.st 
not on the cards from our perspective. This 
will mean revising the entire Indian com¬ 
pact drawn up in 1947. A categorical 
statement from the US in this regard that 
an Independent Kashmir is not iti objec¬ 
tive would certainly help because one of 
the factors that has kept the Hurriyat going 
in the Valley is the notion that the Ameri¬ 
cans could be pcrsiiuiled to sup|Xtrt total 
independence. l.oy Henderson’s ghost is 
vciy much alive in the Valley and was 
given a facelift by Robin Raphel just a 
couple of years back. 

Once independence is ruled out, we can 
discuss other options. Kashmir is not 
K0.S0V0 nor is it lia.M Timor. It is xui 
gmeris and needs to be recognised as 
such. But the question is whether the 
Americans have the patience to under¬ 
stand the'great complexities and nutinces 
of (he Kashmir imbroglio. It is nut as 
simple ami straightiorward as it is often 
made out tube by Pakistan and its proxies. 

What might the options be in Kashmir 
from an Indian point of view. I do mit see 
any Indian supporting handing over the 
Kashmir Vale liK'k stock and barrel to 
Pakistan. A second partition would he 
disastrous for the world's .second largc.st 
Muslim population that resides in India. 
From India's point of view converting the 
existing LoC into the international border 
would be the ideal solution, with the border 
being either 'soft' us Benazir Bhutto has 
recently suggested or 'hard'. But I rcali.se 
that this would be completely unaccept¬ 
able to Pakistan. Another option is to 
integrate Jammu and Ladakh into India 
and have a shared sfivereignty with Paki¬ 
stan over a united Vtillcy. The details of 
how this shared .stwcrcignty will work will 
need to be worked out. But will Pakistan 
play ball? 

But all these and other options are, at 
the moment,academic, fwothingsnecd to 
be done immediately. India has to seri¬ 
ously examine the question of autonomy 
to Kashmir and the issue of regional 
autonomy within Kashmir itself. True, the 
issue of autonomy to Kashmir cannot be 
divorced from the larger is.sueof autonomy 
to all stales but the better must not be 
allowed to become the enemy of the gcKxi. 
Voluminous reports on both these issues 
- autonomy to J and K and autonomy 
within J and K - have been prepared 
recently by committees. One altemaii ve is 
to go back to the 1952 Nchru-Abdullah 


Accord and strictly follow Article 370 
both in letter and spirit. India ha.s to 
demonstrate greater sensitivity to public 
opinion in the Valley and expand the 
constituency with which it inlerlocutes. 
One of our weakncs.ses in the Valley is 
that successive governments in New Delhi 
have dc|icnded exclusively on ju.sl one 
family. I'hat family has had a distinguished 
record of cominitmciit to secularism but 
we just cannot continue to view the Valley 
through the prism of FartKX) Abdullah 
alone. India's other problem in sensitive 
.states like J and K and As.sam has been 
that corruption has been u.sed by the 
centre as a iikkIc of cohasiun. Development 
funds get siphoned off and a klcpto- 
crucy has developed. Indeed, the clamour 
for more development funds is really a 
claim 10 this creamy cake. Autonomy ha.s 
to be accompanied by vastly improved 
governance. 

Yesterday’s terrorists have become 
lixlay's mainstream politicians a.s our own 
experience in the north-eastern state of 
Mizoram has demonstrated where icHJay. 
the terrorists of the 1970s arc in power 
simply because they were enabled to do 
.so first by Indira Gandhi and later by Kajiv 
Gandhi in an act of great statesmanship. 
But what makes Kashmir different is ertms- 
bordcr lerrorisni and the presence of guest 
militants, the legacy of superjiower rivalry 
in Afghanistan in the l98Us. 

Americans need to think long and hard 
on what their Afghan policy will be. This 
will have profound effects on both Paki¬ 
stan and India. In this context, it is ino.st 
encouraging that Indian officials have, for 
the very first time, had a bilateral dialogue 
with their American countcr|>arts on the 
Afghan situation following the banning of 
Ariana flights from Amritsar to Kabul. 
India is also beginning to realise that its 
objectives and American goals on counter¬ 
terrorism coincide and converge. Wc 
should work towards some major initia¬ 
tives in this area. Bin l..aden has done more 
to bring India and the US together than 
an army of diplomats. 

So far I have talked about the nuclear, 
m'ssilc and Kashmir issues, all of which 
arc intcr-connected and all of which raise 
the need for a new generation of real 
ICBMs - Indian confidence building meas - 
ures. I was one of liaise who unequi- 
v(x;ally welcomed the i .aiiore .Summit and 
the Mol) that was signed on February 21, 
1999 between the foreign secretaries of 
India and Pakistan The MoU is a big step 
forward and identifies as scries of mea¬ 
sures on which detailed consultiitions and 
negotiations must now commence with all 
scriousiicss of purpose. 
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Left tn themselves India and Pakistan 
will engage in endless shadow-boxing and 
sabre-rattling. I am convinced that the US 
has a role to play in 'persuading* Indiaand 
Pakistan to take the Lahore MOU forward 
to serve as the foundation for a whole 
range of explicit, transparent and verifiable 
set of nuclear risk-reduction mea.Hures. 
This is an unpopular stance to take and 
will immediately make me suspect, more 
than I already am. among my political and 
other colleagues in India. But the sad fact 
is that we cpitomi.se Newton’s First law 
tragically- that any body in a state of inertia 
will continue to be in that stale unless it 
is acted u|K)n by some external force! 

Kargil has certainly vitiated the atmo¬ 
sphere but there is no c.scape from going 
hack to the spirit of Lahore. I'herc have 
been other risk-prevention measures that 
have been proposed. India itself has ad- 
viKaied a no first-usc pact as far as nuclear 
wca{X)ns arc concenicd. Also suggested 
has been an agreement that includes popu¬ 
lation centres in the list of nuclear instal¬ 
lations that will not be attacked by each 
country's nuclear weapons. Various pub¬ 
lications and papers of American think- 
tanks. particularly of the Washington- 
based Stimson Centre, have put forward 
numerous other ideas for nuclear and 
mis.sile risk reduction. 'Plicse have to be 
incorporuted into both the Track-I and 
Track-Il Agenda. The point that has to be 
grasped more fully in India as well as 
Pakistan is that CBMs cannot be just 
declaratory .statements made in a casual 
manner by cither PMs. They have to be 
negotiated. They have to Ne veririablc. 
They have to be monitored. And we cannot 
forget that lesponsr times in a India- 
Pakistan or a India-China conflict situa¬ 
tion arc going to be very, very .short unlike 
a China-US or a US-USSR/Ru.ssia spat. 
It is this geographical contiguity amongst 
nuclear a.nagonists that impart a sense of 
urgency to CBMs. 

The way Traek-II diplomacy has been 
brought into disrepute in both countries 
in recent months is tragic. Having gone 
nuclear overtly. India can no longer tell 
the international community to buck off. 
The fact is that south Asia is a nuclear 
cockpit. Worse, in other troubled regions 
at least the antagonists arc talking to each 
other officially or unolTicially. It is only 
between Indiaand Pakistan that dialogue, 
di.scussion, interaction, exchange of en¬ 
voys, and a genuine desire k>r r>eacc is 
missing. The world is right to get con¬ 
cerned. There is, however, a thin dividing 
line between intervention and persuasion. 
What I am certainly advocating is friendly 
persuasion, cajoling and nudging by 


America .so that India and Pakistan face 
each other across the table at all times. I, 
for one, am simply unable to understand 
why wc should shy away from a regional 
conference on nuclear issues involving 
India, Pakistan and China. For many years, 
1 thought that South Asia needs is iLs 
version of the 1977 Treaty of TIalelolco 
that makes South America a nuclear 
weapons-free rone. That is not possible 
now since three countries in our region 
already have nuclear arsenal. But this 
should now lead us to bilateral and trilat¬ 
eral confabulations. 

One of the reasons why India's image 
in the US has suffered is because it has 
been seen to be a regional hegemony. But 
in the past few years, this has changed. 
In fact, thcregionalisationof the polity has 
made our tcltuionships with our neighbours 
more relaxed and proactive. Indiahas taken 
unilateral measures to promote trade in 
SAARC. We are pretty serious about the 
South Asian Free Trade Association 
(SAFTA) by the year 2002. Very recently, 
(here has been talk about a SoiiTh Asian 
nconoinic Union. All countries, including 
Pakistan, will gain by this although the 
fact that Pakistan continues to deny MFN 
status to India is a major stumbling block. 
India's changed attitude towards its 
neighbours has not got adequate notice 
and credit in the US. India has signed a 
major water-sharing treaty with 
Bangladesh and has al.so signed a number 
of agreements with Nepal. It continues to 
support president Kumaratungc in her 
effortslobring peace to her troubled island 
country. I think wc need a new vision for 
SAARC, grand initiatives that will herald 
a whole new direction to our people. 

I have two specific ideas in mind. One, 
a SAARC parliament, initially non-legis- 
lativc to begin with but over lime that 
could well evolve into a European Parlia- 
ment-likc institution. The impetus to this 
must come from the SAARC countries 
themselves but friends, wcil-wishcrs and 
financiers from outside can certainly help. 
Two. the Himalayan River System is in 
need of a major development initiative 
along the lines of the Mekong River 
Initiative. The prosperity of over a billion 
people in four countries is closely linked 
to such an initiative in the Brahmaputra- 
Ganga-Barak basins. It is beyond the 
capacity of individual governments to 
sustain .such an initiative on their own. Tfic 
Indus Waters Treaty, an outstanding 
monument to Indo-Pak co-operation that 
htis survived three full-scale wars was first 
conceived of by David Lillienthal, one of 
the catalysts of the TV A. It was his per¬ 
severance and the World Bank'.s involve¬ 


ment that made the treaty finally possible 
in 1960. 

As some of you may beaware, India anti 
China signed a historic border agreemeni 
in 1993 and followed it up with anothei 
agreement on confidence-building mea¬ 
sures in 1996. It required great politica! 
courage and wisdom for prime ministei 
Narasimha Rao to go against the conven¬ 
tional wisdom and enter into these agree 
ments. Interestingly, these agreements hav« 
been hailed as major breakthroughs by nt 
less a person that Neville Maxwell him¬ 
self, the journalist-scholar who has beet 
consistently arguing that India provokec 
China in 1962 and has refused to engage 
the Chinese in any meaningful negotia 
lions. The world has not taken note o 
these accords which, in my view, open the 
way for a radical transformation of Sino 
Indian relations provided the two coun 
tries continue to talk to each other, spe¬ 
cially on nuclear and missi le matters. Then 
have been .some hiccups with some ill 
advised statements from our side. China*: 
re.stratncd reaction during Kargil may wel 
change Indian mind.scts. 

Trade Issue 

rhere has been much opposition to the 
WTO in India. I have been countering i 
with many arguments, one of which is tha 
there is just one country where the oppo 
silion is even more severe - namely, th« 
U.S. Most Indians even today .sec the WTC 
as some giant American plot to ‘Coct 
Coloni.se’ the world even though India ha: 
actually won some trade disputes agains 
the US in the WTO forum. What I fim 
disturbing is that while gradually wc havt 
accepted and arc getting u.scd to the WTC 
regimen, the US is still deeply ambivalent 
Marcus Noland has captured the Ameri 
cun negativism, suspicion, indifference 
and hostility to the WTO very well in t 
recent article in Foreign Affairs, 

Specifically as far as India is concerned 
the narrow, legalistic approach to tradi 
issues adopted by the US 'Trade Represen 
tative (USTR) has given the imprcssioi 
that the US is not particularly anxious u 
arrive at a negotiated settlement of issue: 
of interest to India, though on issues o 
interest to them, they expect India to bi 
very co-operative. In the dispute reiatint 
to the phase-out of quantitative rcstric 
tions (QRs), India was able to arrive at at 
amicable settlement with every importan 
country except the US. The differenct 
between India and the US wa.s on on< 
point. India was willing to remove QRi 
over a six year period starting from Apri 
I, 1999, whereas the US wanted it dont 
in five years. 
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India was willing to front-load agri¬ 
cultural items of interest to the US but the 
L’STR was adamant and India was un¬ 
necessarily taken to the dispute settlement 
panel. India has lost in the panel as ^ell 
as in the Appellate Body. But it does not 
matter since India is committed to phasing 
out the QRs in its own economic interest. 
In fact, the phase-out is turning out to be 
taster than envisaged but the US's intran¬ 
sigent attitude has soured what has been 
a healthy working relationship. India and 
the US will now have to negotiate a reason¬ 
able period of implementation. The dead¬ 
line originally indicated by the Americans 
was March 31, 2002 which is acceptable 
111 India but now the US wants to further 
compress the schedule. This is needless 
muscle-ticxing. 

Miuiy years ago, India being a major 
importer of foodgrains had bound duties 
at very low levels - rice at zero duty, for 
example. Now. following it agri-successes 
achieved, I may add, with considerable 
assistance from the Americans for which 
I agree we arc not suitably grateful in 
public, and following the procedure en¬ 
visaged in Article XXVIII of the WTO 
Agreement, India wants to increase lhe.se 
duties. India has arrived at u settlement 
with the EC and with Australia. But even 
after two and a half years, the US is not 
seriously engaging itself in negotiations 
with India. The US has itself very high 
tariffson many agri-comimxii ties and India 
has expressed its willingness to pay rea- 
.snnable compensation to the US by agree¬ 
ing to reduce the bound tariff in respect 
of some products of interest to the US. 

The Information Technology Agreement 
(ITA) is another source of friction. India 
has Joined ITA-I and agreed to zero tariffs 
without any reciprocity from the US. The 
EU, on the other hand, received a quid pro 
quo. But let this pass. Now ITA-Il is on 
and there is a stalemate because the US 
has refused to be scn.>itive to India's in¬ 
terests and concerns unlike its attitude 
towards the EU. As things stand today, 
there will be no QRs on imports and cloth¬ 
ing by India by 2001 or so whereas the US 
will continue to maintain QRs on textiles 
and clothing products till January 1.2005. 
This is highly iniquitous. The products in 
which India hasenormous interest will see 
quota abolition only on January 1, 2(K)S. 
Accelerated liberalisation of the imple¬ 
mentation of the Agreement on textiles 
and clothing is the .single most important 
step that the US can take to demonstrate 
its commitment to free and fair trade and 
its readiness to shoulder equal responsi¬ 
bility when it asks other countries like 
India to take politically risky decisions. 


Super/Special 301 of the US's 1988 
Trade Omnibus .^c^ is very much alive. 
Para 4 of Article XVI of the WTO Agree¬ 
ment says ”each metnber shall ensure the 
conformity of its laws, regulations and 
administrative procedures with its obliga¬ 
tions as provided in the anne.xcd Agree¬ 
ments”. This implied that 301 will be 
rescinded. This has not happened. In fact, 
section 300 action is threatened even when 
a country has complied with its TRIPs 
obligations on the plea that the US is not 
salisfied with mere iinplcmcnlalum of 
TRIPs obligations and that it want.s imple¬ 
mentation of higlicr standards of intellcc- 
luai pn)periy protection. India continues 
to figure in the waichlist*, priority 
watchlist' even though it is incompliance 
with its WTO obligations. Section 301 is 
totally inconsistent with the WTO obliga¬ 
tions of the US and if the US is serious 
about multilateral frameworks for polic¬ 
ing global trade, it must go. 

The frequency with which America 
rc.sorts to anti-dumping investigations has 
compounded the problem. The arrogance 
with which you approach anti-dumping 
investigations cisev here is breathtaking. 
There is a pariicukirly nasty case going on 
ill India for the past few years and this 
relates to complaints of dumping by 
American soda ash manufacturers in 
India. The liidiuii government agency has 
followed the F,U‘s own experience and 
given a verdict. This has been objected to 
in the most vituperative language by the 
powerful .soda a.sh lobby in the US and 
even someone like me who is otherwise 
favourably disposed to the US winced 
when 1 read the objections filed by the 
American cartel and the sweeping and 
virulent criticisms it made to the USTR 
of our anti-trust agencies and of our ju¬ 
diciary as well. Such high-handedness is 
nor calculated to win friends and influence 
people. It is no use saying that this is the 
exception rather than the rule. It is the 
exceptions that get the maximunt media 
attention and mould public perceptions. 

Under the WTO agreement we have time 
till January 1. 2005 to introduce product 
patents for pharmaceuticals. This has been 
a major bone of contention between India 
and the US but now the US must back off. 
We lake our international obligations 
seriously. We arc not in violation of any 
WTO ruling and we stand committed to 
doing what we have agreed to do. You 
doubt our credibility. But why should we 
take you on your word on textiles where 
the MFA abolition is .so backloaded that 
S1 per cent of the quota vanishes on Dec¬ 
ember 31,2004. And there is no guarantee 
on what tariffs you will impose on textiles 


even after the MFA has been abolished. 
If tfie US want.s to build its credibility on 
international trade, let it phase out textile 
import quotas more rapidly than it has 
done .so far and let it slosh tariffs as well. 
The same applies to agricultural trade 
liberalisation as well where the track record 
of the US, EU and Japan hardly iaspires 
any confidence that they arc committed to 
honouring the Uruguay Round pledges. 

The social clause continues to t>c a bone 
of contention. In this connection, econo¬ 
mists like Jagdish Bhagwali have voci¬ 
ferously campaigned against the US po¬ 
sition. I can hardly improve on their ar¬ 
guments. All 1 can do is quote a paper of 
Richard Freeman, the noted labourccono- 
misl who shows that it is not imports from 
low-wage countries but changes in tecli- 
nology that have desmiyed American jobs, 
if at all. America’s trade with low-wage 
countries is just 3 per cent of her GDP, 
compared to 2 per cent in the I96()s. 

As far us the upcoming Seattle minis¬ 
terial meeting of the WTO is concerned, 
India and the US both have been resisting 
EU efforts to bring investment and com¬ 
petition on the agenda for the next round 
of negotiations. But the US move to push 
for an agreement on transparency in gov¬ 
ernment procur^nent has raised hackles 
in India. I would think that as long as there 
is a categorical assurance from the Ameri¬ 
cans that this is not the thin end of the 
wedge and would not be u.sed to push fur 
n broader market access agreement, the 
transparency agreement would, actually, 
be also in our interest. 

I have already alluded to the social clnu.s(.‘ 
and the Americans are keen on a working 
group on trade and labour in the WTO. 
lliis is simply unacceptable to India and 
for weighty ecoiioiiiic, siK’iul and |x>litical 
reasons. India wants solutions at .Seattle 
for .some of the more sigriiiicant of the 
implementation concerns it has rightly 
exprcs.sed regarding the Uruguay Round 
comniilmeiiis and pledges, specially or 
TkIMs. anti-dumping and 'I'RIPs. But the 
US has not been particularly forthcoming 
in spite of repeated Indian reqiie.sts 
Aciually, in the .Seattle Round Indian and 
American interests converge, unlike m Ihc 
Uruguay Round. That is why. m addi'ion 
to the multilateral track, it is imporiaiit to 
keep a bilateral track o( di.scu.ssion.s and 
consultations always u|X‘fi. 

Eiariicr I spoke alwul (hat magic ‘V 
word - magic from our point of view and 
perhaps ilreaded liom yours. The issue of 
visas, Tlie HI-B visa (hat is given to.our 
software professionals is not an issue right 
now but it hasa tendency of cruptingevcry 
once in a while and therefore it is impor- 
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tant to come to grips with it. The current 
global limit for HI-B imposed by the US 
is l,15,(XX) applicable in 19W and 20IX). 
Incidentally, the cap was exhausted in 
June I ‘WO itsell. It tomes down to I .OT.-SOO 
in 2fX)l and 6.5,(XX) in 2(K)2. The vi.sa year 
is October-September. Roughly one-third 
of the global limit is India’s .share. 

To su.stain a 40-50 per cent dollar rev¬ 
enue growth in software exports over the 
next four to five years, India will need to 
send about 2,(K),0(X) professionals to the 
U.S on Hl-B vi.sa.s. If current limits are 
applied, then we arc talking abtmt a short¬ 
fall of anywhere between 70,(X)0-80,IXX). 
It IS also a matter of great concern that the 
2(X)2 global limit when ourcxport.s would 
have really consolidated and would be ready 
for an even bigger leap comes down drama- 
tically. The visa cap has to be at 1.25,{KX) 
at least even beyond the year 2002. 

There is a great deal of hypocrisy here. 
The.se are exactly the type of professionals 
the LIS want.s and woos and yet we hear 
cries that these guys want to settle down 
in the US. A little bit of honesty would 
do the US no harm specially in view of 
the shrinkage in US science graduates. 
The Hl-B itself suffers from many infir¬ 
mities and is not designed to pnimotc 
international trade. For example, the US 
hasstipulaicil wagepurilyon foreign .skilled 
nian|K>wcr working in the US for short 
durations. This is tantamount to imposi¬ 
tion of a non-tariff trade barrier and erod¬ 
ing a country's comparative advantage. 
India sues the visa issue not us an immi¬ 
gration issue as the US does but as a trade 
issue. We need to lie sitting down calmly 
and working things out. 

1'he H category of visas is meant for 
those profcs.sionals who are employed or 
are being employed in the US. This is 
really not applicable to Indian software 
professionals who are employed in India 
and who arc required to visit the US only 
for short durations. Prior to October 1992, 
such professionals could gel the B-1 visa 
very easily often at a day’s notice. The 
rcintroduction of the H-1 visa is essential 
for promoting oflshmc development, an 
objective that both India and the US share 
for different reasons, flicre is also the 
problem of double lasaiion of st»cial 
security which is making il.e Indian soft¬ 
ware industry non-competinve. The total 
incidence of such taxes is about 21.5 per 
cent. Indian software prolessionals ob¬ 
taining wages in India are required to get 
their provident and other scKial security 
taxes deducted at source. But they are also 
required to pay additional, non-refund- 
ablc. social security taxes in the US even 
for short-tcim assignments. 


The US has signed what are called 
‘totali.sation agreements’ with countries 
like Australia, UK, France and Korcas so 
as to avoid dual payments social security 
taxes. These agreements normally provide 
that an individual be covered under the 
social security system of only onecountiy, 
usually the home country. A similar agree¬ 
ment between India and the US is now 
urgently called for. The Double Taxation 
Avoidance Treaty that has been .signed 
between the two countries docs not have 
this important provision. 

India has been deeply disappointed by 
the American attitude to India joining 
A PEC. No doubt, ASEAN countries them- 
.selves are uneasy about India’s entry, 
specially given the legacy of the conflict 
over Kashmir. But America has been 
lukewarm to India’s case even though 
for the past three to four years India has 
gone out of its way to court the APEC 
nations. America supported Russia's case, 
while Japan supported Peru. Wc could 
understand the Fujimori connection as 
far as Japan’s stance was concerned but 
America’s espousal of Russia over India 
was inexplicable. 

This is an issue that will remain alive. 
India itself has to build bridges with 
ASEAN and other countries in the region 
and has to bring down her tariffs in ASF.AN 
levels in the next two to three years, a pro¬ 
mise made by successive finance minis¬ 
ters. This will mean roughly a halving of 
the average import-weighted tariff. To the 
extent that we keep our promises to con¬ 
tinue with investment and trade liberal 
isation, America too must put its consi¬ 
derable weight behind India’s candidature. 

On die Montreal Protocol I do not see 
major differences between India and the 
US. The Convention on Biological Diver¬ 
sity fCBD) is crucial for India. We have 
our own homework to do. Wc have to 
enact legislation. Wc also have a vital 
stake in bringing about greater compati¬ 
bility between the CBD and the TRIPs 
Agreement. India has to ensure that IPRs 
arc not granted where the subject matter 
is already in the public domain of the 
source count'y and where they are granted, 
the .source country is compeasated suit¬ 
ably for its contribution of materials and 
knowicdf-'..This isone high-profile, high- 
visibility area where American support 
and understanding can enormously add to 
its goodwill in India so a.s to make progress 
on nuclear and mi.s.sile issues easier. 

But it is in regard to the 1997 Kyoto 
Prcrlocol on Greenhouse Gases that seri¬ 
ous differences have arisen between the 
two sides. The crux of these differences 
revolve around the Clean Development 


Mechanism-theCDM. ThroughtfaeCDM, 
a developing country will receive capital 
investment, funding for projects and new 
technology while the developed countty 
investor will receive credit for some share 
of the pollution reductions achieved. 

India has many concerns. Why should 
America get creidit for emission reduc¬ 
tions in India? Why should it not change 
its own lifestyle? Will India not be short¬ 
changed and be left holding the bag, when 
after selling its emission credits, it is time 
for India itself to become accountable for 
emissions reductions. How do wc en.sure 
that obsolete technologies are not dumped 
as part of the CDM mechanism? Will 
CDM bring about additionality of resource 
flows? What should be the scopcof projects 
to be included in the CDM? When .should 
it start and what should be the mix for a 
country like America between emission 
reduction actions at home and buying off 
emission rights abroad? 

Within the next 12 months it will be 
decided whether the CDM will, in fact, 
come into being. Right now, I can say that 
the CDM is looked upon with a great deal 
of .suspicion and mistrust among many 
Indian NGOs and even in the government. 
lndu.stry associations do sec in the CDM 
the possibility of new inflows of invest¬ 
ment and technology. But the gap between 
Indian and American perceptions on the 
very philosophy of the CDM and on the 
way il will work and be monitored is 
conside.rable. The CDM must be seen nut 
just us a smart device for helping America 
achieving its emission targets for green¬ 
house gases quickly but also a genuinely 
co-opcraiivc and synergistic mechanism 
to spur sustainable development and the 
proliferation of clean technologies in 
countries like India. 1 would suggest that 
a major Track 11 effort be mounted to bring 
the two sides together. A fonner White 
House official has been in India over the 
past year working with an independent 
energy research organisation tr>’ing to 
create a climate of opinion in India 
favourable to the implementation of the 
CDM and the Kyoto PtoukoI. But this is 
.something that need to carried forward 
and strengthened. 

Science and Ti-CHNOLOcy 

This brings me to the whole issue of co¬ 
operation in what might be called the non¬ 
commercial sector. One of the most im¬ 
portant initiatives of Ronald Reagan and 
Indira Gandhi from the early 1980s has 
been in the area of science and technology, 
which demonstrates that the two countries 
can come together for mutual benefit 
setting aside differences provided there is 
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political will. Political will can simply 
ovemdeadministrative wont. The Reagan- 
Indira initiative yielded the 1984 High 
Tech MoU and also paved the way for the 
landmark 1987 agreement on science and 
technology co-operation which coveted a 
large number of areas including health, 
materials, atmospheric sciences, energy 
and biotechnology. This agreement was to 
last 10 years. It has already run its course. 
Attempts to revive the agreement and take 
it forward have been stymied by the 
American stand on India’s patent laws. 
Now that India is substantially in line with 
the WTO stipulations and in any case, we 
have time till 2005 to introduce product 
patents in drugs 1 think it is simply silly 
for the Americans to continue to play hard 
ball on a new comprehensive S and T 
agreement. Tliis should be a matter of the 
highest priority. 

Energy is a particular area for increa-sed 
co-operation. Within energy 1 would play 
great stress on coal which is our major 
resource. Incidentally, if we are able to get 
a programme on the full fuel - cycle of 
coal going, we will also be able to bring 
new investment into deprc.s.scd and back¬ 
ward regions of India - our 'ru.st belt', us 
it were. I recall during his tenure Fnmk 
Wisner took keen interest in trying to get 
Amoco to invest in a major coal-bed 
methane project in Bihar since he thought 
this would also be a good way of dem¬ 
onstrating that MNCs can contribute to the 
development of a jxior state. Unfortu¬ 
nately, by the time the Indian government 
could decide whether coal-bed methane 
was a coal resource to be dealt with by the 
ministry of coal or a natural gas resource 
to be dealt with by the ministry of petro¬ 
leum, Amoco got fed up and walked out 
of the pioject in September 1996. The 
coal-bed methane is still very much there. 
How will such an agreement be funded? 
So far, we have been running the rupee 
costs out of the accumulated PL-4R() funds. 
Something like Ks 45-50 crorc (about $ 10 
millionjhas been spent overthe past decade. 
The PL-480 corpus has been exhnu.sted 
and right now I believe something like 
Rs 100 crorc is left. We need to think of 
new innovative financing mechanisms. 

We need to create a fund of about $ 25 
million Which could be used as a seed 
money to launch a bi-national foundation 
for science and technology co-operation 
particularly in the non-commercial sector. 

.1 believe such a foundation exists for 
co-operation between Israel and the US. 
I would .suggest that the government of 
India put up $ 10 million and the Indian 
diaspora come up with another $ 5 million. 
The balance could then come from the 


American side. 1 would urge some of the 
newer and younger generation of Indian 
entrepreneurs or netrepmeuers who have 
struck It rich in this country to spearhead 
it so that they would be doing something 
substantial for their home country which 
educated them at great cost to the public 
exchequer that has never been recovered. 

If science and technology co-operation 
is to form a majoi area for bilateral co¬ 
operation then the US will have to review 
the curbs it has iin|x)sed on almost 200 
educational institutions and laboratories 
following Pokhai an-II. It .seems to me that 
this was an act ol great pique on the pan 
of the Americans. One knows of one centre 
- ihc Nuclear Science Centre - in New 
Delhi which had an excellent ongoing 
assTK'iation with Argonne Laboratories and 
it had nothing wh.itsocver to do with Ihc 
bomb. Some bureaucrat in Washington 
must have seen icd when he or she .saw 
the name ot die centre. 1 recall suggesting 
to the director that the name be chungeti 
to the National Sc leiice centre but by then 
the damage had been done. The review of 
the ‘entities list' is ub.solutcly es.scniial. 
America has a right to be piqued by 
Pokhanui-11 but it seems to me that the 
completely mindless manner in which this 
‘entities list' ol Indian educational and 
re.scarch institutions has been drawn up 
and made subject to restrictions on intcl 
lectual exchanges was most unnecessary 
and the soonci it is nuanced the better. 

1 would make a very special plea for 
reviving co-opeiatum in agriculture. India 
has to double her bxid production in the 
next 20 years and further double it in the 
next 2U years in ordei to be able to feed 
a population of close to 2 billion by the 
turn of the next century. The US has had 
a clo.se working relationship w'ilh India in 
agriculture. Over 700 research projects 
have been siip|Niricd. Something like $ 40 
million worth of rupees has been invested. 

Over 2,0(X1 scientists have been edu¬ 
cated and trained. A large number of 
research insiiiuics in the public, private, 
co-operative and not-for-profit sectors have 
benefited. But now that entire programme 
that is an outstanding monument to the 
noblest sentiments that co-operative 
endeavour is in danger of coming to a halt. 
The US department's foreign currency 
research programme is winding down 
because of the depletion of the PL-480 
rupee funds that I mentioned earliei. New 
programmes and new .sources of funding 
are needed to continue our collaborative 
efforts. A new PL-480 programme based 
on India’s import of, say, maize and 
soyabean, might well be the starting point 
of a new push. The US depanment of 


agriculturc is, I am informed, embarking 
on the form equivalent of the human 
genome project at Ciwnell University's 
biosciences centre. It seems to me that 
India must participate and play a key role 
in this project, backing up its participation 
with financial commitments as well. 

I talked about product patents a while 
back. Let me share with you a concern I 
have in this regard that docs imimct on our 
relationship. India’sGreen Revolution has 
been an outstanding achievement. Rut if 
the present mindsets on intellectual prop¬ 
erty rights protection in agriculture spe¬ 
cially were prevalent in the .M)s and 6(ls, 
the (ireen Revolution would rail have been 
made possible. The network of CXIIAR 
institutions like CIMMYT in McxicoCity 
and IRRI in Manila played a key role in 
the transfer ol technology. 

What I am worried about is that 
Borluugian vision of the public role of agri¬ 
cultural K and 1) is virtually dead and if 
the Monsaiitos of the world monopolise 
research, then countries like India arc in 
serious trouble. Indeed, if just one com¬ 
pany were to mono,iolise, say, transgenic 
cotton and soyabean, then not only Ittdia 
but America also would be in serious 
trouble. 1 would urge tny American friends 
not to jettrson their support for publicly 
funded R and l5 iii key areas like agricul¬ 
ture and health. The private sector does 
have a role to play but what we arc seeing 
is a dangerous theology. India has com¬ 
mitted it.self to legislate a protection for 
plant varieties but the Amencans should 
not forget that as |x;i the WTO agreement, 
this legislation has to be sui generis. 

I still lielicve that co operation in ag- 
riculliiic is a priority area for India. We 
want to mixlcrnise our agricultural univer¬ 
sities which were modelled after your land- 
grant college system. We have to upgrade 
our agricultural research lalKiratorics. I do 
not sec this happening without a close 
.\mcrican involvement. 

By and large, I think that there arc no 
big issues that divide our cor|x>ratc sec¬ 
tors. A new competition policy is on the 
anvil. The Companies Act is being gov¬ 
ernment equity in a number of companies 
IS being reduced to 26 per cent - the woi Id 
calls this privatisation, we call it '.strategic 
sales’ because i( we call it privatisation 
there will Ik huge hut; and cry. Such is 
the powei ol words. Insurance is hound 
to get opened up in the next few months 
after almost three years of cilorl. A new 
telecom policy has been announced and 
is being i mplcmeiited. On telecom (happen 
to believe that India mu.st allow S1 percent 
equity to foreign companies hut here I am 
m a hopeless minority - perhaps, this 
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should b? linked to some ‘concessions’ by 
ihc Americans on textiles. 

One issue that is agitating Indian 
corporates is that of lOU per cent subsid¬ 
iaries. Pfizer, for example, has a joint 
venture already in the country. Now, it 
wants to set up a ItXJ percent subsidiary. 
I'he fear i.s that the minority .shareholder 
will be short-changed, the joint venture 
will suffer and ultimately it will he the UK) 
per cent suhsidiaiy that will dominate. 
This is more a fear wiih Japanese com¬ 
panies than with American companies 
although It IS Pll/er's case that has drawn 
maximum public attcniion and invited the 
most adverse comment. 

There are weighty arguments both for 
and against what Pfizer has done. All I 
want to say here is that foreign companies 
must Iw sensitive to the local environment 
and should not do in India what would not 
lie considered good corporate governance 
elsewhere. The US- India Bu.sincss Coun¬ 
cil. which I am reliably informed will soon 
be co-chaired by Prank Wisner himself, 
should take up this issue and at least li.sten 
to the differing viewpoints. 

1 also want to rai.se a broader point 
relating to the role of regulation in pro¬ 
moting competition. The Wa.shington 
('onsensus underscores deregulation, 
privatisation and liberalisation. Pine. But 
what abtiut intelligent regulation? The 
American competitive system i.s itself 
founded on an institutional framework of 
the ju.siicc department, the FCC, the SF.C. 
the liPA, the FDA. H C. OSHA, the PUCs 
and a host of other regulatory bodies that 
ensure that com[ictition is free and fair, 
that very often induce the adoption of new 
standards and of new teehnulogy and 
protect the interests of consumers. I think 
we have not had sufficient interaction 
lielwecn Imlia and the LI.S on this issue. 
It may appear paradoxical but it is the 
regulatory aspects of a competitive, 
liberalising, privaiising. globalising 
economy on which the US can teach us 
a lot. A co- 0 |Hiralive programme on regu¬ 
latory iiiMitutioiis under the framework of 
USAID should be started. 

While on the Washmgioii Consensus 
itself. India must reduce its fiscal deficit 
substantially from the fiu-seni level of 
around 8 per cent to anainil 4 per cent ol 
GDP in the next foiii-five years, move 
faster on privatisation and bung ini|x>rt 
tariffs down to global levels by the middle 
of the next decade and keep up the 
iiiomcnium of deregulation. Rut alter the 
east Asian meltdown, hopefully the 
Americaivs would have realised the limits 
oftheeon.seiisus.at lc.ast insofar as lilieral- 
isalion of the nnaneiul sector isconcerned. 


It has been an article of faith in what 
Jagdish Bhagwati ha.s called the Treasury- 
Wall Street Complex to treat capital 
movements on par with movement of gtxxLs 
and commodities and to push for faster 
liberalisation and globalisation of the 
financial sector. This has spelt disaster for 
many countries but India has escaped 
because of its caution which is unfortu¬ 
nately interpreted as being anti-reforms. 
India just cannot afford an Indonesia-type 
disaster fmm a social and political point 
of view. Camion and prudence is, there¬ 
fore, understandable. Hopefully, in the 
current discussions on global financial 
archiltclurc the lessons of cast Asia. 
Russia, Brazil and Mexico would have been 
imbibed by the pundits of Wa.shington. 

Very often the American government 
tends to get involved in a very pushy 
fashion when the issue is purely commer¬ 
cial. What then happens is that one spe¬ 
cific commercial dispute or controversy 
gets elevated in status and becomes the 
litmus test of India's intentions from an 
American perspective. This has happened, 
as for example, in the Enron case which 
was a difficult and painful learning expe¬ 
rience both for India and Enron. The fact 
that Enron went through something like 
26 court cases over a two-year peritid and 
won every time says .something for our 
judicial process, a point that rarely got 
highlighted throughout the imbroglio. But 
just because we were driving u hard bargain 
did not mean that we were against foreign 
investment or that we were being obstre¬ 
perous. Individual cases must be distin¬ 
guished by the Americans from overall 
policy. If McDonald’s or Kentucky Fried 
Chicken is facing resistance, heavens will 
not fall and Indo-American relations will 
not be disturbed. 

Another gexxi example which conveys 
the essence of my point is the issue of 
accounting rates on long-distance tele¬ 
phone traffic. 1 recall telling Frank Wisner 
- relax, Frank let VSNL (our long-dis¬ 
tance carrier) and US carriers carry on a 
bilateral negotiation without govcmincn- 
lal intervention from cither side. But 1 
recall that the Americans wrote .stiff letters 
to the Indian government and gave us the 
distinct impression that if we did not reach 
an amicable settlement soon, there would 
be hell to pay. I might add that VSNL has 
been negotiating a 10 per cent decline 
every year. The latest proposal is for a rate 
of $ 1.16 per minute which has yet to be 
agreed by the US carriers. A gradual lower¬ 
ing of rates is very important for India. 

1 now come to India’s place on the 
.^n 1 e^ican campus circuit. There was a time 
nhcn India was in vogue but not any 


longer. Our own restrictive visa policies 
and our suspicious attitudes towards so¬ 
cial science research has turned away many 
American academics. I recall the late Myron 
Weiner telling me once that the Indian 
government was singularly responsiblefor 
the noted scholar Barney Rubin -1 think 
it was - turning away from our country. 
India’s loss was Afghanistan's gain. The 
Indian diaspora has not been very forth¬ 
coming in supporting India-related chairs 
and programmes. Some NRJ busincs.smen 
have funded Vedic study centres and in¬ 
deed .some Indian-American initiatives have 
taken place at the University of Pennsyl¬ 
vania, Columbia and Berkeley, although 
not at the scale originally envisaged. 

One of the most promising initiatives in 
this regard is the MIT India Programme 
which has been launched because of the 
enthusiasm and energy of Kenneth 
Keniston. No corporate or government 
funding is involved as yet. But 16 MIT 
siudems have already worked in India 
under the programme. Harvard’s Jeff Sachs 
has a modest India programme and Ezra 
Vogel also at Harvard has spoken to me 
about his interest in bringing India into the 
ambit of the Asia Research Centre there. 
Of late .Stanford has emerged as a ceiitre 
where studies on the Indian economy are 
being undertaken. But India's profile and 
place on American campusc.s, the pillar of 
its intellectual establishment, needs major 
refurbishment and a quantum leap. 

Poi.m(.AL Contacts 

I have often wondered what might have 
happened to Indo-American relations had 
an earlier generation of public personali¬ 
ties and political figures crossed the At¬ 
lantic and had been educated in the Cam¬ 
bridge by the Charles and not by the Cain 
or had bwn exposed to Ford, not Oxford. 
Two who did cross the Atlantic made a 
great difference. Babasaheb Ambedkar 
returned with a strange, deadly and wholly 
welcome virus that was to rock Indian 
.society - Constitutional Egalitarianism. 
Sardar Pratap Singh Kairon returned 
determined to make Punjab a Kansas or 
an lowa-clonc in farming at least. As far 
us I can make out, there wa.s only one other 
politician who went to America and re¬ 
turned those years but unfortunately he 
went to Wisconsin during the Depression 
and returned a Marxist to begin with. This 
was IP, Jayaprakash Narayan, for whom, 

I hasten to add, I have the higheiit admi¬ 
ration. India is not like China where I am 
informed by my China-watcher friends, an 
earlier generation of Soviet-trained middle- 
level political leaders has been replaced 
by an entirely new generation of Ainerican- 
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fducatea proressionais. i see this in other 
c:ountries tike South Korea as well. That 
it is not happening in India has to do with 
ihe very natuieof our politics and of career 
i:hoices being made by the educated and 
the professional classes 

One of the most important dimensions 
.if our bilateral relationship which has 
received a boost in the past two-three years 
is the visits by American political leaders 
to India. What is interesting is that many 
:>f these visits arc being actual ly sponsored 
lii'Qurapcx industry organisation, the Con- 
lederation of Indian Industry (CII). The 
C'll has financed and arranged the trips of 
ibout 38 Congressmen, Congresswomen 
md Congressional Staff Members in 1998 
ind 1999. 

This has helped improve perceptions of 
India on the Hill. I think it was a hostile 
Rep, Torricelli who went to India and 
"Ciumed a friend. There is nothing better 
han .seeing and feeling for yourself what 
I noisy democracy India is - very much 
I) (he American mould, I might add. The 
uiisc of Indian politics is the music of its 
Icmocracy. But it is not seen as such. 
\nicrican think-tanks, on ihcir part, have 
o increa.se their exposure to our political 
:lass. both at the national and regional 
evels. I hasten to add that this is not a 
)lea on my own behalf but on behalf of 
>o many of my colleagues who need to 
XT better educated of American decision 
naking and appreciative of American 
.'oncems. American p()litician.s outside of 
iVashington, like gosemors of key states 
Vom India's point of view, have to be 
nade more aware of India. And India 
ihould not be obsessed with the Palloncs 
ind the Ackermans - it has to, however 
li fficuli that might be. to keep the pressure 
>n the Helms and the Burtoms. Both sides 
end to preach to the converted. 

We also lend to view each other inono- 
.'hromatically. Many of tlie problems we 
'acc in our bilaterai relationship stems 
Vom a profound lack of understanding of 
low our respective multi-layered, plural- 
stic democracies work. The two political 
larties in the US have a number of policy 
ind leadership training institutes a.ssoci- 
ited witli them and it would be a fruitful 
:xercise for these institutes to launch a 
Track 111 dialogue witli their counterpans in 
lificrent Indian political partic.s. Tlic absence 
if political leaders in Track II is striking. 

learlicr paid tribute to thcJaswantSingli- 
$trobeTalbottdialoguc. The fact that ‘rank* 
iriid ‘protocol’ were set aside to keep this 
Jialogue going is a testimony to the dis- 
ance India has travelled in her approach 
o the US. But I still feel that there is need 
o give an institutional focus to such a 


dialogue and make it more broad-based. 
For example, our scientists and niilitaty 
experts are not pan of our delegation. 
America has high-level binaiional com¬ 
missions with Mexico and Russia, I be¬ 
lieve. A similar hotly with respect to India 
should be considered seriously by both 
sides. Every year, at least four to five 
senior cabinet ministers from both sides 
must engage in dialogue on i.ssues of mutual 
interest. And cenainly wc need to interest 
the president and the vice-president of the 
US more closely with India. 

Earlier I mentioned the recent bilateral 
talks between an Indian official delega¬ 
tion and American officials on Afgh.'ini- 
•stan. This is the t> pe of broader dialogue 
that India and .<\incrica should be engaged 
in on a separate channel altogether. Wt 
could periodically share our perceptions 
on i.ssucs that are strictly not on the bi¬ 
lateral agenda but ih.ii nevertheless arc of 
great importance to both sides - like, for 
example, dcvelopnicnt.s in China and 
Russia. This w-ill also give India a feeling 
that the Americans are interested in hear¬ 
ing our point of view on world affairs. 

In recent times India has taken to sending 
special envoys to the U.S and talk to various 
interest groups. I recall making (his sug 
gestion to prime minister Narasimha Kan 
way back in June 1991 out for some reason 
it Could not be operationalised. But I find 
that following Pokh.iian-II, the govern¬ 
ment has actually backed non-officials to 
articulatcindin'scniiccms to various consti¬ 
tuencies in the US. I think this is a mn.st 
welcome trend and should he peisisicd 
with not just on security matters but also 
on other issues of mutual concern as well. 

No discussion on Indo-Aincrican rela¬ 
tions will be complete without a reference 
to the enormously creative, wonderfully 
innovative, highly educated and tremen¬ 
dously rich Indian diaspora in the US. 71ie 
diaspora is not monolithic and is as vatic¬ 
gated as India and the US. There is an 
academic dias|iora, a corporate diaspora, 
a literary diaspora, a trade and commercial 
diaspora (the Potcis who run the rnniel 
business, fur c.x:iitnplc;, a .scientific and 
technological diaspora and now incrcas- 
ingly an entrepreneurial diaspora. It is a 
doubly privileged diaspora, coming from 
the priviligentsia in India and belonging 
to the upper crust in the US. Further 
liberaii.salion and opening up of the Indian 
economy will open new opportunities for 
the diaspora's closer involvement in the 
Indian economy. No amount of govern¬ 
ment schemes can substitute for this. But 
1 cannot resist the temptation of some 
sweeping generalisations that come to my 
mind as a close obscrs'cr of the diaspora 


and its habits, although I am well aware 
of some noteworthy initiatives that have 
been taken by, for instance, Indian pro¬ 
fessionals in Silicon Valley. Fund-raising 
for the Indian Institutes of Technology, 
one of the most dynamic export-oriented 
ano Ainerica-directcd sectors of our eco¬ 
nomy has commenced in right earnest. 1 
am also well aware of the growing involve¬ 
ment of Indians in lobbying for us on 
Capitol Hill - (he Indian finance minister 
could get to sec senator Jesse Helms in 
October 1997 only because an Indinii- 
American fmm NorthCnrolinacould swing 
thcap|xiininient. Young second-generation 
Indian-Amcrieans are active on the Hill 
ami in law finns working with Congmss. 

The question is simple - why is the 
Indian dius|x>ra so different in its mindsets 
and itscommitniciitsfiotii, say, the Israeli 
orChinesc dius|Kiras? It is well known that 
70-7.S ficr cent of the foieign investment 
flows to Chinn arc from the overseas 
Chinese. In the ca.se of India, the propor¬ 
tion is about a sixth to a fifth bin I should 
also add a caveat - many of lhc.se NRI 
(non-resident Indian) investments aic 
actually resident Indian invc.stmeni flow¬ 
ing back. I find tlie diaspora wrupiicd up 
ill itself. I find the diaspora supportive of 
icligious fundamentalism and insensitive 
to the plural traditions and heritage of the 
siKicly it has left behind. With some 
honourable exccpiioiis, the diaspora has 
di.splaycd a singular lack of social enn- 
scieiice. It is not enough for (he dias{Mira 
to .say (hat India is noi keen on it. There 
are not enough Sam Pi(rod.i.s who gave up 
everything and decided lo devote 10 years 
of his priHluctivc life in the .service of the 
nation - and he hud made a difference. 
It has to dcmoiistrale greater sensitivity 
and u willingness lor long-term engage- 
meiil on issues of concern to India. And 
il has to play a greuler role in supporting 
programmes, nrojccls and institutions 
dedicated to bringing our two countries 
logellicr. Ilic market cap of coinpaiiic.< 
promoted by Indian software professionals 
and listed on NASDAQ is over $ 16 hi 11 ion 
when 1 la.sl did a survey some months hack, 
It i • not resources that is in short supply 
but a will, a vi.sion, a larger comiiiitnieiii 

I would also suggest ihai America take 
the lead inaTrack-lII involving Indian and 
Pakistani diaspora*.. II oveiseas Indians 
and Pakistanis, specially of the younger 
generation can U* brought together on a 
sustained basis, then* may well be a new 
pressure point for peace and goiKiwill in 
the suhcontincni At present. Indian- 
Anicrisans and Pakistani-Americans, with 
a few exceptions. miiTor and rcllect ten¬ 
sions and hatreds back home. 
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While it is true that America must begin 
t(i take India seriously in its own right and 
be more understanding of and sensitive to 
its concerns, more importantly, India has 
to "gel ils act togellicr” in relation to the 
US. It isuptous to manage the diplomatic 
theatre, to use Gerald Segal’s phrase which 
he has used in relation to China, in such 
a manner that draws America intoour web. 
it is not enough for us to say that wc desire 
clo.scr tics. These ties will nut materialise 
out of thin air. We have to, using an 
Anicricunism, ’hustle* on the basisof belter 
and mure detailed homework. 

Hoth sides, I must admit, are conscious 
of what they have to do and things have, 
indeed, changed dramatically as compared 
to where we were ten years ago. The frus¬ 
tration is really on the pace of change and 
how opportunities are Iseing missed by 
hoth sides. The frustration is how two 
natural allies ami paiiners very often look 
at each other su.spiciously. As someliudy 
caught in the middle, my frustration with 
India is with the slow pace of relurtns and 
very <iflen our testy and hyper sensitive 
attitude to America and niy frustration 
with America is its lack of sensitivity to 
genuine Indian concerns, its unwilling¬ 
ness to acknowledge the special nature of 
problems that India faces end its inability 
to IcKik at India as a partner in its own right. 

I feel America does not as yet fully realise 
how fur I tulia has transformed its economic 
mindset. There may not be iinanimiiy in 
India and indeed that unanimity may well 
lie undesirable. But there is certainly a 
mbiLst consensus on the direction ut'eco¬ 
nomic (lolicy. aeonscn.sus that ensures that 
no reversals 01 U-tunistukcplaccanda con¬ 
sensus thui ensures pragmatism on the part 
of political put tics when they ore in power. 

.\meriea .il.so does not understand fully 
the ■nuilliverse’ of tlcmocracy as it opci- 
ates 'll India. Democracy is not just about 
gotnl g iscniaiuc. It is also about full 
represcntatitin. about equal voice, about 
asserting social identities and about bring¬ 
ing di.sudvaiMagcii groujis into the inain- 
streani Thewaren among disadvantaged 
and discriniinuietl Indians is ik> longer ftir 
charity but loi parity It is this demise of 
the oil! .soeiai ordei that i,s responsible for 
political unceitainty in the This 

may well have affected the pace of reforms 
but on the other hand ihi^ lias resulted in 
profound social engineering that is trans¬ 
forming a civilisation wIiom; DNA has 
been inequality and hicrarcin lor over 
years at least. What 1 want my 
American trieiids to realise is that India 
is it) the niiilst of three protouiul tran-.i- 
tions simultaneously, each feeding on the 
other and sometimes conflicting w ilh each 


other - economic liberalisation, political 
decentralisation and .social empowerment. 
To keep India together and going without 
too much strife as we envisaged it on 
August 15. 1947 in the midst of these 
transformations is not easy. 

India has tended to look at its relation¬ 
ship with the U.S in compartments. The 
time has come to have a unified approach 
so that wc can trade-off ‘conccs.>ion' we 
may well have to make in the nuclear and 
missile areas with ‘benefits’ we can ex¬ 
tract on the trade and investment fronts. 
In reality what wc have ourselves to icalise 
IS that these so-called ‘concessions’ arc 
not 'concessions’ but meu.sures we should 
be taking on our own - like for example, 
a world-class intellectual property protec¬ 
tion system is in India’s own interests and 
is not a favour wc are doing to the US. 
I have not discussed bilutcrul contacts 
lietwcen NGOs and co-openitivcs v/herc 
there is great potential. I have not dis¬ 
cussed mutual interaction in the fields of 
arts, culture and entertainment where loo 
much cun be done. India could gain con¬ 
siderably by allowing The Wall Street 
Jounuil and Time to publish out of the 
country, as they have ^en wanting to do 
for the past few years but have been unable 
to do so because of opposition from the 
local media barons who otherwise are all 
for competition and globalisation. I have 
not di.scussed the bilateral aid programme 
that, although small in relation to India’s 
needs, in relation to what India gets from 
countries like Japan and in relation to what 
America spends in countries like ligypt, 
is supporting key projects like the impor¬ 
tant family planning project in Uttar 
Pradesh. Indeed, America must support 
greatcrbilutcral and multilateral assistance 
in UP. Bihar, Madhya Pradesh and 
Rajasthan - poverty and stagnation bowl 
of India - but also link it with better 
governance and fiscal reforms. 

The whole idea of this paper has been 
to lay out the menu on sonic of the more 
prominent issues so that it is possible for 
us to identify what wc ’like’ and what we 
’dislike’. Wc cannot have everything our 
way and there is no point in India having 
an exaggerated notion of its own impor¬ 
tance or criticality. We are critical in South 
Asiabut wcwill need something more than 
mere demography to give us a niche in 
world fora, t ireatness comes not from pro¬ 
mise but from performance. India has to 
make up its mind what it wants from the 
US in an integrated framework and then 
go after it singic-inindedly. It is, 1 believe, 
as easy i o wixi America as it is to irritate it. 

But as long as the Indian ruling elite is 
prc-occupicd with admissions for its 


children in American colleges, I do not 
expect any miracles. The establishment’s 
hypocritical attitude of public confronta¬ 
tion and private obsequiousness, of kick 
when in service but cosy up when retired 
has co.st the people of India dear. If India 
seeks a global role for itself, it must play 
by global rules. The problem has been that 
we want global recognition hand Ameri¬ 
can endorsement but on our terms and 
conditions. This is .simply not possible. 
India wants rights but these rights come 
with responsibilities. TTie recognition oi 
this harsh reality is sinking in into our 
consciousness, albeit at a pace not to the 
liking of our American friends and some 
of us within the country as well. 

The la.st decade has seen India and 
America set aside the bitterness and hos¬ 
tility of the pa.st and engage themselves 
in dialogue across a bniad spectrum. It is 
as if America and India are rcdiscovcimg 
themselves with the intensity and curios¬ 
ity of long-lost lovers. The passion, should, 
however, not expend itself quickly. A jilted 
America is worse than an indifferent 
America. A disillusioned India is worse 
than a suspicious India. It is in the intcrc.sts 
of both countries that there be a sense of 
realism on both sides, an honest recogni¬ 
tion of differences and an appreciation 
that these differences emanate from dif¬ 
fering perspectives and not any knee-jerk 
obstructionism and bravado and a con- 
.staiit willingne.ss to engage each other is 
dialogue and di.scussion. India has to bring 
about a transformation in its own mind.set 
in relation to America just as America 
itself has to understand where India is 
coming from. Most of all, there has now 
to be a resolve to go beyond a prc-occu- 
patiun with the ’optics' of the relationship 
and to get down to nuts and bolts in u spirit 
of give and take on both sides. 

IA papier cif such breadth, if not depth, would not 
have been possible without discussions with a 
number of sectoral experts. I wish to thank Abdul 
Kalani. K Subrahmanyam, K Sanihanam, 
V Ramamurthy, R A Mashelkar, Atok Prasad, 
Rakesh Sood, Raja Muh.tn. R K Pachauri, 
Lt General (Retd) V K Kaghavaii, BrigaJier(Rctd) 
Vijai Nair, Dewang Mehta, A V Uane.san. Tanin 
Das, Kenneth Kenislon. S Narayanan and Am- 
ha.ssador Richard Ccle.ste. Over the years I have 
also had very useful conversations on indo-Ameri¬ 
can relations t^tth the late Myron Weiner, 
P Chidambaram, Jagdish Bhagwati, Abid Hussain. 
Muntek Ahluwalia, N K Singh, Harish Khare, 
Shekhar Gupta, Marshall Bouton and Prank 
Wisner. My thanks to (hem as well. Research 
Papers of the Stiinson Centre have greatly added 
to my appreciation of our bilateral relationship 
as it relates lo nuclear and missile matters. 1 had 
first discussed some of the issues rai.sed here in 
my columns in India Today tJunc 1, 8. 25 and 
29.I'W8; September 14. !998-, November 9.1998t 
May 24. 1999; June 28. 1999; July 12. 19 and 
26. 1999 and August 2, 1999).] 
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Energy demand must he measured and planned at the regional level heeause energy resources, size and 
density of population and indu,strial and agricultural activities vary over regions. This paper reports the 
results of an ongoing .study to build a decision support system for energy planning in a di.strict using a 
geographical information .system framework. 


I 

Introduction 

MOST energy planning exercises arc 
carried out with aggregate data at the 
national level. At regional levels- village, 
bl(x;k or district - there have been fewer 
etforts for energy planning. Aggregate 
analysis does not capture the spatial varia¬ 
tion in supply and demand. Encigy re¬ 
sources are spatially di.sper.scd (e g, 
fuel wood). The energy demand is alsodis- 
|)crscd spatially because of the population 
.listribulion, location of industries and 
agriculture. Spatial distributions can be 
mapped using a geographical information 
sy.stcm (GIS). A GIS is used for rcpre.sent- 
ing spatial data (mapping), linking with 
conventional databases and analysis 
[Burrough 1986]. 

This paper reports the results of an 
ingoing .study sponsored by the depart¬ 
ment of science and technology (OST) to 
auild a decision support system (DSS) for 
energy planning in a district using a GIS 
framework. In order to build a DSS, 
Bankura district in West Bengal was 
selected for data collection and trial runs. 
Bankura district is one of the districts 
where a computerised database has been 
nitiated by the DST under the National 
Resource Data Management Sy.stcm 
;NRDMS) scheme. 

The paper describes an overall frame¬ 
work for regional energy planning which 
s to be used in the DSS and detaihs the 
nodule for one .sector, the re.sidcntiul 
icetor. The DSS proposed can be u.seful 
'or decentralised energy planning and is 
ntended to be rcpiicable/applicable to any 
listrict. Tlie paper initially reviews the 
decision structure in the district and pro¬ 
vides an overview of energy models avail- 
ihle in liteniture before outlining the DSS 
framework and di.scus.sing the residential 
module. 


II 

Decision Structure 

The existing decision stiuclurc for en¬ 
ergy related decisions in Bankura district 
was idcntilled based on discussions with 
officials and fri>ni published government 
reports. There is a hierurdiy of decision¬ 
making and different levels ol organi¬ 
sations as shown in Figure I. 

Tabic 1 piDvidcs a list of some of the 
important district level officials and the 
energy related decisions taken by them. 
From discussions with district officials, it 
emerged that cncigy planning is not cui- 
ried out explicitly for the district. The 
energy situation in the district evolves due 
to a number of decisions taken in different 
sectors and at dilfcrcni levels. Sectoral 
decisions arc bused on departmental pri¬ 
orities and energy may not be the criteria. 
Among the 24 district sector .schemes, 
only rural electrification is directly planned 
for the energy scctoi. However energy 
availability is imponant for many sectoral 
decisions. Tliis is especially true for the 
industry and irrigation .sectors. 

For example, the District Industries 
Centre (DIC) is the sanctioning authority 
for industries in the district which plans 
the future industrial growth of the district. 


This has an iniplis'alion on the total coal 
and electricity requirement of the district. 
The divisional forest officer (DFO) de¬ 
cides on ureas for plnntution.s. s|'>ecics, 
management of forest land, 'fhis has a 
direct impact on the fuelwcKxl availability 
ill different regions. 

A listing of .some of the typical decisions 
taken at each of the levels is shown in 
Table 2. The lowest level (level I) is the 
hou.schold, where decisions related to 
choice of fuel and device are taken. 
Decisions taken at each of the levels arc 


Tahi,i 2;Tii'ieAi Hnikcy Dicimon'. 


t cvcl I houselKiUl 
l.evel 2 villiigr 


Iwveia lildek 


5 dislrk'l 


fuel ehoiee. ilcviec clioiec 
Agriciilliirc/iriigiitiiin 
schemes, C(i-(>|HMalive 
iiuliislry: coiiuiMiiiily 
liiogas; subsidy s.iiieliim, 
lequesi lor fuel shop, 

1 iilioii shop, rleelritieiilion 
I'liiid iilliK'ation lo gniin 
panehayal; kcro.senc 
alloialion; piomolion of 
indusiiy, iii:iikelinK 
siippoil 

Fund ulltiealioii to blocks; 
village clecirilieaiion; 
industrial dcvciopineiil. 
cual/elcctiieiiy sancuoi.s, 
lucl/ralion shops 


Taui r, 1: Bnikoy DrnsiONS loa Disirk-i (tiTir-iAi s 


District magistrate 
Ziliu parishud .sabudhipali 
Manager, disliici industries centre 
plant; priority list of industries. 
Divisional engineer, additional 
chief engineer West Bengal 
Slate Eleciriii;/ Board (Rural lilcc) 
Comrolier of fotxl and civil supplies 
Ijeaii bank officer 

District forest officer 
working plan) 

District planning officer 


Ratifying authority for deparimetilul decisions 

Key figure in di.s(rict sanetiuniiig and selecting schemes 

Sanctioning authority for industiies, assistance tor hiogai 

Village electrification based on funds uvjilulile tioin Rural 
F.lcctrificalion Corporation iRhC), selcetiiin of village by 

Distribution ol fixxl and cssciilial items ineliidiiig kerosene, lual. 
Preparation oldisliieiticdil plan to meet development assistance 
required. 

Managing forc.sl area decides areas tur selective Iclhiig, f DFO, 
frequency of Iclliiig. types of species lor plantation, areas for 
forestry development 

Prepares fuel allocatior to different departments. 
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1-evcl 5 

I,cvfl 4 

l^vcl 3 

l^vel 2 


FiGURe I: LKVEiii of Decision-Making, Bankura 
District 


Block (22) 

t 

Oram Panchayat (GP) (2(KJ) 
1 

Village (3iU)0) 


District Planning and 
Cu-onlinaling Council (DPCC) 
7Ilh Parishad (ZP) 


Block Planning Committee (BPC) 
Panchayat Samiti (PS) 


Ia^vcI I 


Household (approx 4.55 lakhs) 
FtnijKr 2: Framework kw PSS 



intcrdcpctidcitt. For example, the house¬ 
hold has access it» electricity only if the 
village is clectriticd. 

It is expected that the decision support 
system should provide inputs at two main 
levels: 

(A) District - to enable sectoral ofFicial 
to see impacts of plans; and to construct 
future development scenario (Level 5). 

(B) Block level - to select between alter¬ 
native schemes and study impacts: to 
analyse impact on different villages in the 
block (Level 3). 

Hence, the analysis will focus on these 
two levels, with the village being the 
smallest unit for analysis. The impacts of 
decisions taken at these levels on typical 
households also need to be quantified. 


Ill 

Review of Models 

A review of energy models [IIT 1998] 
showed that most of the models are 
optimising and assume that there is one 
aggregate consumer who sclecLs the opti¬ 
mal fuels and device mix for the entire 
region. Mo.st of the models neglect income 
classes, tt^nsitions and traditional fuels. 
Some of the notable models in the Indian 
context are INGRAM [Singh et al 1992; 
Painuly 1992], DEFENDUS [Reddy et al 
1991] and the papers by Das et al (1990) 
and Sah (199.5). 

Most models use mathematical program¬ 
ming techniques. The appmach involves 
finding the optimal means for harnessing 


various energy sources with the aid of 
different devices to perform different 
energy services. These are capable of 
dealing with the effects of prices. Most 
of the models are static in time. The major 
defects in the application of optimisation 
techniques to regional energy planning in 
developing countries are as follows; 

(1) Assigning costs to non-commercial 
commodities. The large number of as¬ 
sumptions and uncertainties behind these 
costs are not clarified by most models. The 
results are often found to be highly sen¬ 
sitive to these assumed costs. Further, these 
costs are not perceived by the people. This 
results in the optimal mix being subjective 
to the planners' assumptions. 

(2) Reductionistic, the solutions neces¬ 
sarily resulting in homogenisation of the 
energy mix. These mcxlels treat the system 
as a .single consumer with a stepwise linear 
decision function. They neglect the fact 
that individual or subgroup optima are 
different from the overall optimum. The 
decision variables that arc optimised usu¬ 
ally are not the variables that can be 
controlled from that level. Most of them 
are hou.schold preferences on which the 
planner has only an indirect influence. 

(3) A supply oriented ‘one shot’ appmach 
that neglects transition dynamics. 

(4) The defects of optimisation models arc 
more due to faulty application, than due 
to the technique itself. 

Accounting models are quite data inten¬ 
sive and require considerable amount of 
scenario variables to be a.ssumed. These 
arc transparent and arc more amenable to 
di.saggregation. The.sc models arc quite 
flexible but arc difficult to use as they 
require considerable amount of data at a 
disaggregate level. There is the risk of 
inconsistent scenarios being built by these 
models. Transitions and fuel switching are 
treated as exogenous a.ssumption.s by many 
of these models. Some of these models are 
able to treat cau.sal factors. Spatial factors 
are treated partially by these models. 

The structure of the energy system in 
any region consists of large assemblages 
of semi-independent decision-makers. If 
the model results are to be used as a policy 
tool within the existing administrative set¬ 
up, the results of the model should be 
implementabic by the existing administra¬ 
tion. This would happen only if the de¬ 
cision variables of the model match the 
decision-making powers of the concerned 
policy-maker. Most of the models de¬ 
veloped do not take this institutional 
dimension into consideration and hence 
convey distorted or irrelevant messages to 
the planner. It is essential that any model 
developed as a planning tool must con- 
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Figuiih 3: Energy Demand hor Cooking 



Figure 4: Fi gwi-iiari imk Computinii F.ni-'kg^ IJrMAND kik ('(hiking 



sidcr (he decision context and the imple- 
mcntniion stniciurc. 

IV 

Methodology nnd Data 

TItc IVaincwork pntjYoscd in this study 
is Ixised on an accounting methodology 
with scenario gcia'ration used for planning. 
Figure 2 shows the framework for the 
DSS. The database for the USS consists of 
secondary data (census, village level indi¬ 
cators, government reports), primary data 
(collected from primary surs'cys or visits), 
remote sensed data (.satellite imagery), 
digitised maps (topographical sheets, road 
networks, etc). An analysis of (he data 
would help identify (he indicators or 
variables alfectiiig energy consumption. 

The energy consumption is disaggre¬ 
gated into sectors; (1) Residential 
(a) cooking, (b) lighting; (2) Industrial 
(a) motive [lower, (b) heating, (c) lighting, 
(d) other end-uses; (.)) Agricultural 
(a) water pumping; (4) Traii.spon; and 
(S) Others. Others includes commercial 
establishments, municipal water pumping 
and any miscellaneous eiid-ii.se (hat does 
not fall into any of the other catcg«»ries. 

I'he database is checkiMl forconsistcncy 
and used for obtaining the energy use 
pattern in a giwn year (energy quantity, 
fuel mix). Analysis of the data is used lo 
identify key variables which affect sectoral 
demand (by each end-use). These key 
variables are the drivcis which will be 
used lo obtain future energy scenarios. 

I'igure .3 shows a schematic flowchart 
for computing the energy demand for 
cooking in any region. The population nnd 
income class disinbution can lie obtained 
from the available secondary data (village 
level indicator, census data). Though the 
income class distribution may not be 
explicitly available, a reasonable approxi - 
matinn can he made hu.sed on the data on 
occupation s'ructure available in the vil¬ 
lage level indicators. 'Hie average energy 
consumption for different income clas-.<!s 
and the typical fuel mixes used are to be 
obtained from primary surveys (or local 
inputs). The device efficiencies and the 
wulorific values of fuels cun be obtained 
by actual measurements or Iroin litcmturc. 

The end-u.sc demand and the primary 
energy rujuirements in terms of physical 
units of different tucis arc the outputs of 
the demand mixlulc. In case an alternative 
fuel mix is ptoposed or devices are to be 
replaced (w'ith more cMlcicnt devices), the 
accounting framework facilitates easy 
calculation. 

Figure 4 shows the methodology for the 
supply module. Remote sensed imagery 
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Fiotwr 5; Pij(r»rTAfih (m* Full Use for COoKiNCi in F.ach Income Class bv (Per Cent) 



is used to delineate ureal extent of differ¬ 
ent land-use zones. Secondary data is used 
to obtain correlations of wood volume as 
a function of height, density, age. The total 
fuelwood available is obtained us the sum 
of fuelwcKid from the forest and non¬ 
forest areas. 

I'o coinpuic residential energy demand, 
it is e.ssential to have data from a house¬ 
hold survey in the region. In the present 
work, the results arc based on a household 
survey carried out by the field teams of 
Centre of Applied System Analysis in 
Development (CASAD), Pune. CASAD 
has field teams responsible for the opera¬ 
tion of the NRDMS centres in Bankura, 
Purulia and Midnapore di.strict of West 
Bengal. The sui’vey was based on a ques¬ 
tionnaire administered to a stratified ran¬ 
dom ssmiplc of Ib.'l households during 
iy%-97. Ilouseholds were classified into 
four income groups - below poverty (BP), 
above poverty (AP), middle income (Ml), 
and high income (HI). 

The aggregate results arc computed 
for each household in terms of total 
energy supplied and total end-use energy. 
Energy supplied is multiplied by device 
efficiency to give total end-use energy. 
The hou.sehold values arc aggregated to 
obtain per capita energy use by each 
income class. To obtain aggregate results, 
the gross calorific values of different 
fuels (Table .^) and the average device 
efficiencies (Table 4) have been assumed 
hiLsed on available data All results have 
been expressed in terms of kg of coal 
equivalent (kgee) where 1 kgee = 4,tXX) 
keal. 


The survey re.sult.s are shown inTabIc 5. 
The primary energy per capita is highest 
for the group above poverty and decreases 
to the lowest value (2S2k^capita) for the 
high income group. This seems counter¬ 
intuitive. However this can be explained 
by the differences in the device efficien¬ 
cies used. The end -use efficiencies of LPG 
for cooking and electricity fur lighting are 
higher than the end-use efficiencies of 
fuelwcxKi for cooking or kerosene for 
lighting. Hence, the primary energy sup¬ 
ply per capita for higher income classes 
turns out to be lower than those with lower 
income. The per capita end-use shows a 
gradual increase with an increase in in¬ 
come. The high income households u.se 
about 50 per cent more end-use energy per 
capita as compared to the households below 
poverty. 

Cooking accounts for the major portion 
of the domestic energy use (71.3 per cent 
of the energy .supply and 94.1 per cent of 
the end-use energy supply). An overall 
analysis also showed no significant dif¬ 
ferences in the cooking energy used by 
rural or urban households. The average 
end-use energy used for cooking by rural 
households was actually found to be 
slightly higher than the average end-use 
energy use by urban hou.seholds. 

Figure S shows the share of fuels used 
for cooking for different income classes. 
As the income increases the households 
move up the energy ladder and choo.sc 
fuels which are more convenient to bum. 
Hence the transition from biomass fired 
chulhas (dry leaves, fuelwood) to kero¬ 
sene stove to LPG as income increases. 


Non-cooking energy accounts for a small 
proportion of the household energy use in 
Bankura. Non-cooking energy is predomi¬ 
nantly for lighting. In electrified house¬ 
holds some electricity consumption is also 


Table 3: Gross Calorific Values for Different 
Fuels 


Fuel Type 

CV Kctil/Kg 

Coal 

Equipment 

Fuelwood 

3175 

0.794 

Dung 

3140 

0.785 

Kerosene 

10300 

2.575 

Coal 

4000 

1.000 

Coal dust 

3500 

0.875 

LPG 

10800 

2.700 

Electricity (IkWh) 

860 

0.720 

Dry leaves 

3300 

0.825 

Paddy straw 

3000 

0.750 

Crop residue 

3800 

0.950 

Biogas dwet 

3290 

0.823 


Notex: Based on equivalence with gross coal- 
caloriFic value of 4,(XX) kcal/kg. 

* Considering the efficiency of 30 per 
cent for generation in a power plant. 

Source: 7'ata Energy Research Institute Energy 
Data. Directory and Yearbook 1998-99, 
TERl, New Delhi. 1999. 

Table 4; Averaof Efficifncies of Devicfs for 

Varuius Fiieis Used for Ccwkino and Liuiiting 

{Per cent) 

Commercial Average Efficiencies 


S coke/i-oal 

lU 

Kerosene 

49 

LPG 

63 

Non-commercial 


Fire wood 

14,5 

Twigs and straw 

14.5 

Dry leaves 

10 

Charcoal 

16 

Dung cake 

8 

Gobar gas 

60 

Electricity 

90 

For lighting 


Kerosene-lantern 

0.5 

Elec-incande.sccnt bulbs 

5 


Tahic 5; Annual Per Capita Residfntial 
Energy Usf 

(Kgee) 


Income Class 

Supply 

End-Use 

Below poverty 

381 

41.5 

Above poverty 

524 

55.3 

Middle income group 

399 

59.3 

High income group 

252 

62.6 

Average 

389 

54.7 


Table 6: Non-Cooking Energt Used by 
Different Income Class 


Income Class 

Kerosene 

(Its) 

Electricity 

(kWh) 

BP 

44 

0 

AP 

65 

332 

MI 

59 

636 

HI 

31 

832 
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Fiouke 6: Share of Fuoe in Eneroy Supfly Mi'x 
K)R Ganoaialohayi (Per Ceiyt) 

LPG 



for fans and higher income households 
also have other appliances like television 
sets, etc. It is .seen that the average electri¬ 
city consumption per huu.schold (for the 
electrified households) is 617 kWh/year. 
Even electrified households have kerosene 
consumption for lighting. This is because 
the rural electricity supply is unreliable 
and there are many hours during the day 
when there arc .supply interruptions. 

Instead of the per capita electricity and 
kerosene values, the values have been 
reported on a per household basis, at it is 
expected that increases in household size 
may not direct ly affect the lighting require¬ 
ment. Table 6 shows the electricity and 
the kerosene used by the different income 
classes. The hou.seholds below poverty 
have no electricity and use 44 litres of 
kerosene per annum. As the hou.sehnid 
income increa.scs the electricity consump¬ 
tion also increases with the high income 
hou.sehoids having annual electricity con¬ 
sumption of 832kWh. 


Energy Demand Estimate for 
Ganggjalghati and Bankura 

The data obtained from (he .survey is to 
be used along with the a vai lable secondary 


Table 10: Annual Enfroy CoNSUMpruiN m 
Rf.sii>ential Sector for Ganuaialoiiati for 
1994 

Cooking IJghiing Total 


Total end-use eiieigy 
tin TCE) 


76«7 


15 7702 


data to obtain the residential energy de¬ 
mand for any block in the district. The 
block chosen for illustration of this 
method is Gangajalghati block (with an 

Table 8; A Sampui OtvoPAi 

Hncrg'- Supplied 
(in TCE) 

Kerosene (kl) 
Electrieily (GWh) 

44625 

5.57 

0 

.3.50 

1414 

9.72 

44975 

1971 

9.72 

III in-Inc osiL Ci a.ss Mairix 



Occupation 

Below Poverty 

Above Poverty 

Medium Income High Income 

Marginal worker 

I 

0 


0 


0 

Agriculture labour 

0 

1 


I) 


0 

Fishery 

0 

1 


0 


0 

Mining 

0 

1 


tl 


0 

Manufacturing liouschold 







industries 

0 

I 


0 


0 

Construction 

0 

1 


0 


0 

Transportation and Morage 

0 

0.5 


0.5 


0 

Manufacturing non-household 







indu.Mries 

0 

0.5 


05 


0 

Cultivators 

0 

0 


1 


0 

Trade commerce 

0 

0 


05 


0.5 

Others 

0 

0 


0.5 


0.5 

TaBIL 9 : POFI'LATION IN DlFTTiRENr InCOMI ClA.VM'.S C'OMFIIII II HIR SaMI i I 

Vll,l ACil .S 


Village Name 

BP 

AO 

G 


Vfi 

Total 

Kalipahar 

113 

210 

191 


4 

518 

Barasol 

1029 

SOI 

580 


75 

2185 

Kamalpur 

96 

1(U 

262 


2 

464 

Katanpur 

52 

73 

385 


3 

512 

Duherdangn 

70 

492 

8.34 


51 

1446 

Biirasal srirampur 

0 

611 

867 


35 

1513 

Bara laichhipiir 

88 

IIK 

521 


15 

742 

Kajarampur 

109 

223 

120 


14 


Lalpiir Bara 

222 

1.56 

739 


4 

1121 

Falajuria 

I6.S 

17 

836 


I 

1019 

Uhabani 

270 

23 

3.36 


9 

637 

Fanktor 

491 

366 

784 


41 

1688 

Basudavpur 

.36.5 

322 

416 


12 

1115 

Chausal 

529 

450 

.371 


96 

1446 

Adwitpur 

0 

0 

17 


0 

17 

SiTchandrapur 

6 

221 

710 


28 

965 


Tabu 7: An ExTRACr irom Vh i aoe Levll Inoicapors iyir 1993-94 


Village Name 

Village House- 
Area hold 
(Hectare) 

Popu¬ 

lation 

Main Marginal Non- Cuhi- 
Worker Worker Worker valoies 

Agricul¬ 

tural 

Ijibour 

Fishery Minning 
and 
Quarry 

M.Tnufaciurine Coiislnic- 
HH Non HH tion 

Tr.iilc 

and 

Com- 

incrcc 

Trans- 

IRin 

and 

Storage 

Othci 

Ser¬ 

vices 

Kalipahar 

87.26 

62 

517 

ISH 

44 

3|5 

68 

73 

0 

0 

0 

10 

4 

2 

1) 

1 

Bara.sol 

290.81 

337 

2185 

592 

527 

1066 

236 

141 

19 

5 

52 

38 

17 

IK 

7 

59 

Kamalpur 

202.84 

70 

464 

184 

48 

232 

123 

45 

0 

0 

0 

n 

0 

1 

1 

1 

Ratanpur 

145.27 

70 

512 

250 

25 

234 

206 

32 

0 

0 

0 

3 

6 

3 

0 

0 

Duberdanga 

Barasal 

524.84 

230 

1446 

553 

28 

865 

293 

130 

4 

1 

35 

36 

6 

18 

7 

23 

Srirampur 

268.23 

228 

1513 

472 

0 

1041 

225 

139 

1 

7 

9 

65 

0 

n 

el 

9 

Bara LacMiipur 

187.67 

111 

742 

319 

43 

380 

237 

35 

5 

0 

0 

19 

8 

3 

0 

12 

Rajarampur 

297.95 

114 

666 

195 

38 

423 

107 

59 

14 

0 

0 

5 

0 

5 

0 

5 

Lalpur Bara 

150.11 

158 

1121 

503 

124 

494 

410 

77 

0 

0 

0 

3 

9 

2 

0 

2 

Palajuria 

106.10 

148 

1019 

435 

84 

500 

420 

1 

0 

0 

0 

0 


0 

11 

1 

Ohabani 

181.68 

95 

637 

150 

110 

377 

133 

6 

2 

1 

0 

0 

0 

.3 

1 

4 

Panktor 

343.98 

276 

1688 

529 

221 

938 

322 

108 

9 

3 

1 

15 

T4 

22 

2 

14 

Basudavpur 

298.06 

187 

Ills 

372 

181 

562 

199 

151 

4 

0 

0 

1 

3 

5 

2 

7 

Chausal 

270.03 

243 

1446 

371 

214 

861 

89 

91 

3 

18 

16 

16 

32 

32 

28 

46 

Adwitpur 

65.72 

3 

17 

6 

0 

II 

6 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Srichandrapur 

256.24 

146 

965 

453 

3 

509 

312 

93 

0 

0 

0 

18 

1 

(1 

3 

20 


Source: Village Level Indicator Development Indicator, Bankura District, Bankura Sadar Subdivi.sinn. 1993-94. 
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t'KiliRE 7: Ft»Lw<K-)D SiJKM.us c» DiiHcit Areas is Ganoaialchati 


- ?3 35 ' 
87 DO' 



87 00' 

- TOQQO^^OOO Kilomrlws, 


I' "1 Highly deficit 
[ZZl Deficit 


Surplus 
Highly sur plus 


Data not available 


for each village. The primary energy use 
by fuel is also computed for each village. 
Tilts can be aggregated to obtain the totals 
for the gram panchayat, block or district. 

The aggregate results for Gangajalghati 
arc shown in Tabic 10. Figure 6 shows the 
share of the fuels in the energy supply mix 
for Gangajalghati. A similar procedure 
was followed to obtain the residential 
energy demand for Bankuradistrict (popu¬ 
lation of 25.8 lakh and area 6,822 sq kms) 
in 1994. The total energy supplied for 
cooking in Bankura in 1994 was 8,07,6(X} 
TCB and the total end-use energy was 
1,38.4(K) TCE. Table 11 shows the re¬ 
quirement of fuels used in the residential 


TABi.h 13: Transition Matri.x 



BP 

AP 

Ml 

HI 

BP 

0.9 

O.t 

0 

0 

AP 

u 

C.9 

U.l 

0 

•MI 

0 

0 

0.9 

U.l 

HI 

0 

0 

0 

I 


Table 14: iNivLAsr. in I£nii-Use Ccxikino 
Eni;roy Rfouirement in a IO-yeak Perioij 

(/Vr vent) 

LP TP HP 


Hnd-usc cooking 16.1 18.4 21.9 NT 

(7687 TCE) base value 16.2 18.5 22.0 T 


urea of 366 square kins uiul :i population 
of 1.4 lakhs in 1994). The (Kcupation 
structure is used as a proxy for income 
class. The distribution of pojiulation by 
different cKcupaliutt structures is avail¬ 
able from the ‘V'illage Level Indicolors' 
(Village Level Indicator Development 
Indicatoi. Haiikura District, BankuruSadar 
.Sub-Divison, 1993-94). Table 7 shows an 
extnict from the Village Level Indicators 
for 1993-94. 

Th'.' total number of workers in a village 
is dividul by the number of households 
to get the average number of workers per 
household. An otcupation-income class 
matrix is used to map the different occu¬ 
pations to income classes. A sample 
tx'cupatton-mcoine class matrix used for 
this study IS show n iii Table 8. This is ti.sed 
to obtain the total number of workers in 
each income class, l-iom this, the popu¬ 
lation in each income cl.iss is obtained by 
using the average iiuiiiKt ot workers |ier 
hou.sehold and the average In •usehold si/e 
lor the village. 

Table 9 shows the results i>l the (Hipu- 
lation in each income class for the sample 
villages given in Table 7. The isn capita 
energy use v;ilues from the survey are then 
used as multipliers ftir each income class 
to obtain the final demand and tuel mix 


Tawi 11- l-.M) llsr EnerciS Dlmash ihr Ciajkinu Furi-s inTCF. idr Bankura DisrRirr 


Block 

Fuelwnod 

Dung 

Kerosene 

Dry 

Leaves 

Crop 

Residue 

Coal 

Dust 

Coal 

1.PG 

Mejia 

527 

Its 

270 

286 

18 

16.39 

124 

696 

SalUirc 

929 

2(HI 

464 

519 

28 

2934 

216 

1145 

Gangaialgliiili 

1117 

253 

566 

r>()0 

39 

3428 

260 

1399 

Chhatna 

1184 

263 

606 

646 

39 

3720 

282 

1513 

Onila 

1607 

360 

731 

877 

61 

4544 

309 

1741 

Bortora 

118.3 

267 

560 

642 

44 

3431 

242 

1381 

Bankura-1 

686 

153 

324 

375 

25 

1996 

140 

806 

Bankura-2 

827 

191 

428 

439 

30 

2516 

193 

1137 

Ranibaiulli 

640 

150 

392 

328 

20 

22.50 

200 

1025 

T:ildangr.i 

904 

206 

440 

484 

34 

2672 

196 

1052 

Kliatra-I 

605 

1.39 

305 

320 

22 

18.34 

140 

724 

Khaira 2 

506 

120 

257 

261 

20 

1498 

II6 

613 

Siinplapal 

950 

218 

438 

508 

38 

2673 

186 

1006 

liulpiir 

1022 

23.3 

49.3 

548 

39 

2994 

217 

1175 

Raipur-1 

824 

182 

415 

452 

27 

2580 

193 

1018 

Rai pur-2 

866 

193 

416 

472 

.30 

2.592 

187 

974 

Hishnupur 

932 

211 

4.50 

503 

34 

2754 

200 

1082 

Joypur 

921 

215 

497 

482 

33 

2902 

233 

1284 

Kolulpur 

1032 

2.50 

616 

518 

38 

3434 

301 

1656 

Sonaniukhi 

1093 

250 

482 

587 

45 

2989 

200 

1048 

Pairasayer 

not 

249 

511 

595 

42 

3155 

221 

1174 

Indus 

1114 

255 

520 

596 

43 

3178 

225 

1203 

Total 

20567 

4675 

10182 

11039 

749 

61713 

4580 

24852 


Tabli- 12: Dkivfji.s Used for Scenario Generation 

Driver 


Values 


t'opulnlion growth 

1.5 

1.7 

1.9 

(per cent |>er >ear) 

Low(LP) 

Trend (TP) 

High (HP) 

Income cinss transition 

No transition (NT) 

Transition to higher 
income (!') 


t-fficiency iinprovcnienl 

No etiiciency 

High cfliuency 



improvement (NE) 

(HE) 



35.50 
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Figure 8 : LPG Demand for 3004 for Three 
Growth Rates with Difverf-ntTransittons 



Per cent transition treml 
Population 

-1.5 ■ ■ 1.7 TP-2.0 HP 

sector by the different blocks in the dis 
trict. 

Tlie advanta^ic of the proposed methodo¬ 
logy IS that it enables the mapping of the 
variation in the energy-use pattern spa¬ 
tially (c g, for different villages in a block 
.ir blocks in a district). This can then be 
linked with the energy supply patterns to 
get useful insights for planning. The 
method is illu.strated for fuelwood supply 
and demand matching. 

Satellite data (IRS-IB USS 11 false 
colour cnmpo.sitc generated from hands 2, 
3 and 4 on 1:1,0U,()()0 scale acquired on 
February 28,1996) for the study area was 
visually interpreted by means of tone, 
texture, pattern, astiuciation of various 
cias.ses. A pre-field land-use map was 
prepared by demarcating different classes 
on an overlay using interpretation. A field 
survey was conducted in Bankura in April 
^ 1996 for ground truthing. 

The final land-use/land cover map was 
digiti.scd using geo referenced area man¬ 
agement (GRAM). GRAM is an indig¬ 
enous GIS developed by Centre for Stud¬ 
ies in Re^iourcc Engineering (CSRF,) at IIT 
Bombay. The cla.%ses demarcated on the 
map arc built-up land, den.se forest, less 
den.se fore.st, water bodies, crop land, scrub/ 
fallow land, forest blanks, plantations and 
mixed forests. The species composition 
(mainlyjtal, eucalyptus and mixed) and the 
yield for different species were obtained 
from the Forestry department (Wood 
Balance 'Study, West Bengal; Planning 
and Statistical Cell, Office of the Chief 
Conservator of forests. West Bengal, 
Calcutta. 1987). The sustainable annual 
fuelwood yields from the forest and non¬ 
forest areas were computed. By overiaying 
‘ the Gangajalghati village administrative 
boundaries mapon the land-usc/land cover 
map the different area classes in each 
village were obtained. This was used to 


FICURU 9; EutTRIFIEU AND NoT HlFCTRIFIEIF ViUAOES IN OANGAIAUillATI 



87 0' .t(KKXX) 0 30(KKK) MXXKK) Kilometers 87 I.V 


U*'.’... 2.nv 1 

f I Electrified lllllll Not electrified 
Data not availabe 

TaIIM I.S- r.NIK'.l 1)1 VvM, ,Sl I SAKHI IN fj.\S(.,\lAll.ll,\ll 

(ai hncrey, FucIwimiJ .hkI lJuiig .Supplied lor CiKikiii)’ in 2U(M 

t/V; ceiil ) 




Nl: 



HR 



1.P 

TP 

IIP 

l.P 

TP 

HP 

Bncrey supply cuokmi; 

16.1 

18.4 

21 9 

15 7 

18.0 

21 5 

Nl 


128 

15.0 

18.5 

.t.7 

-I.K 

1.1 

T 

FuelwpiKl (9,751 lonnesj 

10.1 

18.4 

21.9 

13 9 

12.2 

9.6 

NT 


8.7 

10.9 

14.2 

19.4 

17 K 

-15.3 

T 

Dung (4.081 tonnes) 

16.1 

18.4 

21.9 

4.5 

6.5 

9.7 

Nf 


It.2 

13.4 

16 8 

2.1 

0 1 

2 9 

1 


(l» Kerosene and I.Ptj fur Cooking 










d’n tfnl) 




:.p 

TP 

HP 


Kerosene fur cimkiiigi 557 kl) 


16 1 

18 4 

21.9 

NT 




18.5 

20.9 

24.5 

1 

I.PG (59 cylinders) 



15.3 

17.6 

21 

1 

Nl 




35 .s 

.38.2 

4? 

•1 

1 

Note: Alt lesults .shown in per cent incrcasc/dccrca.se over 1994 values 




Tauix 16; Knirov Dfmand.Sclnarios hik I'.i.ii-rRicnY in 2(8)4 iok (iAN<,.MAiiiiiA i; 








(f'er rrni) 

Elec 9.72 GWh 


NR 



HR 



Present electrification 

18.2 

20.5 

24 1 

-.<2 

1 3 

1.7 

NT 


24.2 

26.7 

30.5 

1 8 

3 8 

6 9 

T 

Totally electrified 

25.4 

26.7 

28.5 

2.7 

3 8 

5 3 

NT 


31.8 

33.2 

35.1 

8.0 

9.1 

10 7 

T 


Note: All results shown in per cent increasc/decreasc ovci IV94 values. 
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obtain the fuciwwxl supply in each vil¬ 
lage. The fuelwootl supply and demand 
estimates were compared to obtain villages 
which arc .surplus, highly surplus, deficit 
and highly deficit as .shown in F'igure 7. 

This can he a useful decision aid for 
forestry ollicials to identify forest areas 
which arc likely to he under stress of 
deforestation (where the .supply fromtwigs 
and branches is insufficient to meet the 
fuelwood demand) and select sites for 
fuelwood plantations. 

VI 

Scenario Generation 

The DSS can be useful for planning by 
generating scenarios for the future. To 
illustrate the mctiiodology of scenario 
generation, scenarios have been generated 
for the energy demand of Ciangajalghati 
block for a 10-year periixl (base ycar- 
1W4, target year -2IX)4). The drivers used 
for scenario generation arc given in 
Table 12. 

1 Icncc there are 12 possible combina¬ 
tions. r.nch scenario is denoted as a com¬ 
bination of the drivers (for example LP- 
N T'Nfi refers to low population growth, 
no transition and no efficiency improve¬ 
ments). Transitioiis are captured by means 
of a transition matrix (T). The lO-year 
tran.sition matrix is given in Table 13. The 
results of the demand scenarios are shown 
in terms of the ixxcentage iiicrcasc/dc- 
crease over the 1994 values, lifficicncy 
improvements have been considered in 
cluilluhs (ciKiking .stoves) and in lighting. 
No efficiency improvements have been 
considered in I.TO and kerosene stoves. 
Table 14 shows the incrc:i.se in the end- 
use cooking values (as a percentage of the 
1994 values) for the scenarios. 

Table IS (a) and (b) show the demand 
scenarios for cooking energy. Income 
tran.sition result in adeereasc in the .supply 
of energy rc(.|uired (as more people move 
up the energy ladder and use more effi¬ 
cient fuels). If this is coupled with uii 
efficiency improvement programme the 
.supply energy actually declines for I .P and 
TI’ population giowth rates, 

I.PG used for cooking increases signifi¬ 
cantly if there is an income transition. 
Figure 8 shows the effec t of the ti-ansiiion 
(variation of per cent whicii goes to the 
higher income cla.s.s) on the I .PG demand. 

Scenarios have also been generated foi 
the electricity demand of Gangajalghaii. 
Figure *1 shows the location ornoii-eleciri- 
fied V illages in Gangajaighati. The electri¬ 
city use in the residential sector of 
Gangaiulghaii has been computed as 9.72 
GWh in 199-1. An additional factor in the 


electricity demand computation is the 
extent of electrification of the villages. 
'I’wo cases have been considered - (a) no 
additional electrification of villages: and 
(b) total electrification of villages. For 
total village electrification with income 
transitions the electricity supplied for the 
residential sector has to increase by 32- 
35 per cent over the base value. 

VII 

Conclusion 

A framework has been evolved for 
energy planning in a district. The residen¬ 
tial module has been built with a menu 
driven front end in VC+-I-. The methodo 
logy proposed includes linking the income 
da.s.scs to the occupation structure. 

The residential module has been illus¬ 
trated for a block and a di.strict (Gangajai¬ 
ghati and Bunktira in West Bengal). Spa¬ 
tial distribution of resources like fuelwood 
can be mapped using the DSS developed. 
Tlic DSS links secondary data available 
in village level indicators, census with 
primary survey data and maps of the region. 
This is replicable and can be integrated 
with existing databases to compute the 
existing energy-use pattern. Scenario gen¬ 
eration cun help the decision-maker as.scss 
impacts of decisions. 

Future development planned includes 
the agricultural and industrial moilulcs its 
well as alternative supply modules. It is 
expected that the energy DSS will im¬ 
prove the quality of decision-making at 
the bliKk, di.strict and state level and enable 
the analysis and understanding of energy 
impacts of various decisions. 
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Oxmin requires Programme Managers 

Oxfam, a relief and development agency, is seeking to recruit four 
senior managers to lead its programmes throughout India; 

Programme Manager, Andhra Pradesh and Karnataka - based in Hyderabad 
Programme Manager, Orissa and South Bihar - based in Bhubaneswar 
Programme Manager, Madhya Pradesh and Maharashtra - based in Nagpur 
Programme Manager, Rajasthan and Gujarat - based in Ahmedabad 

Programme Managers will provide overall leadership and take management 
responsibility for strategic planning, programme development, change management and 
monitoring and evaluation: facilitate learning across India and with Oxfam's South Asia 
and international programmes: strengthen Oxfam's capacity in the areas of research, 
documentation, gender, networking, advocacy and humanitarian work: and co-ordinate 
with Government and other agencies on programme issues. 

The successful candidates will have substantial management experience: a mature 
understanding of development issues in India and South Asia: relevant qualifications: 
proven commitment to social justice and gender and equity issues: experience of both 
community-based work, and micro and macro analysis. Candidates should be 
experienced in managing teams including change management, team capacity building 
and performance review. Candidates should be able to demonstrate sound financlei, 
administrative, interpersonal and communication skills. Knowledge of information 
technology essential. 

These posts will require considerable travel. Oxfam offers 3 year contracts with 
reasonable salary and benefits to attract competent professionals. 

Apply with full CV and a covering letter explaining fully from your experience how you 
meet the criteria listed not later than 7 ”' January 2000. Applications should be 
addressed to Oxfam (India) Trust, B-3, Geetanjali Enclave, New Delhi 110 017. 
While Oxfam will make the final decision regarding location for successful candidates, 
please do indicate your preferred choice of office and record this on your envelope. 
Only short-listed candidates will be contacted for interviews to be held in Delhi. No 
enquiries over phone or in person please. 
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Sephis Grants Programme 

Under the subthemes of The Forging of 
Nationhood & The Contest over Citizenship, 
Ethnicity and History’ and ‘Equity, Exclusion 
and Liberalisation’, Sephis will give special 
attention to the search for new identities and 
visions on development which arise in the South. 

Fellowships for Post-Doctoral Research 

In 2000, five fellowships are available for Post¬ 
doctoral research. Funding will be provided for 
travel and research costs, and salary according 
to local standards. These fellowships extend 
from a minimum of three months to a maximum 
of two years. 

Eligibility: Scholars who have received their 
PhD degrees, preferably within the last five 
years, and who are employed by, or affiliated 
to, a university, a research institute or 
development agency m the South. 

Grants for PhD research 

In 2000, five grants are available for PhD 
research. PhD grants will be provided for a 
period from one to three years. The proposal 
must include a period of research and should 
mai.e clear that the applicant can realistically 
complete his or her draft thesis in the given 
time. Salaries are normally not included in the 
Sephis PhD grants. 

Eligibility: PhD students enrolled at a university 
in the South, who are supported by their institution. 

The application □ and all requests about the grants 
programme □ should be sent to: 

Sephis Grants Programme 
International Institute of Social History (IISG) 
Cruquiusweg 31 
1019 AT Amsterdam 
The Netherlands 
Email: sephis@iisg.nl 
Telephone + 31 20 463-63-95 
Telefax + 31 20 463-63-85 


The South-Exchange programme for research 
on the history of development’ 


Information about the Sephis grants programme 
can also be obtained via the Sephis web site: 
http://www.iisg.nl/-sephis 

Applications for these grants should include: i 

- a research proposal (maximum of 4 pages | 
prefaced by an abstract of 100 words) ■ 
presenting the research problem and ■ 
research methodology (including the sources 
to be examined), reviewing the relevant 
literature, and indicating the relevance of 
the research to one or both of the Sephis ' 
themes 

- an academic curriculum vitae; 

- a letter testifying to institutional affiliation 

- a referee’s report (report sheets can be 
obtained from the Sephis secretariat ot via 
the Sephis World Wide Web site); 

- a budget; 

- a timetable. 

In addition, applications for post-doctoral 
grants should include: 

- an indication of the form of publication - 
(book, article etc.); 

- a copy of the PhD certificate. 

In addition, applications for PhD grants 
should include: 

- a letter of recommendation by their thesis 
supervisor. 

Research proposals will be selected by the 
Sephis Steering Committee, which consists 
of historians from different regions in the world. 
The applications will be evaluated according 
to academic quality, relevance to Sephis 
themes, comparative potential and contribution 
to South-South co-operation. The application 
must be received before April 30, 2000. 

Applications should be written in English. 
Incomplete applications, applications by fax or 
e-mail and/or too lengthy applications cannot 
be taken into consideration. 
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The'adivasi' identity that was forced upon the tribal people from outside 
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^D1 in Lieu of Caste 

redressing the caste bias, a caste census is not ncces.sary. A Human 
■Development Index (HDl) computed village by village can mimic the 
caste profile of the population. A village-level version of the HDI can be 
used for an indirect estimate of ca.ste bias, making the proposed caste 
census of 2001 redundant. The census instead should collect data on 
health, education and earnings of the people. 3607 


China on Threshold of WTO 

The impact of Qiina’s entpf into the WTO is likely to be as far-reaching 
and de.stubilising. in the initial years at any rate, as the initiation of the 
economic reforms at the Third Plenum. It is going to be a tremendous 
challenge for China, particularly in the context of the two overarching 
requirements of membership; conversion to a fully functioning markel 
economy and a fully operational and enforceable mic of law. 3565 

Changing Gender Roles 

What impact have efforts in policy advocacy (enabling women’s 
representation on executive committees) and gender scnsiti.salion (training 
on gender relations in development for all staff and community workers) 
had in enhancing women’s prticipation in decision-making on the 
management of community irrigation systems? How has agrarian 
transformation changed gender roles and responsibilities in a tribal 
society? Findings of fieldwork around three lift-irrigation schemes and 
their parallel institutional management structure, the lift irrigation 
co-operative, in tlie Panchmahals district of Gujarat. 3596 


Combating Malnutrition 

'['he govcmmcnl of Orissa launched a 
timc hixind campaign in November 1998 
tocnKlieatc seven: m:ilnutritinn in children 
below six years by October 2001. This 
seemingly ambitions la.sk began to appear 
feasible once the incidence of severe 
malnutrition was .stwlied in a disaggregated 
manner. An outline of the campaign 
and some encouraging trends that 
have emerged from the field. 3616 


‘Priority Sector’ Lending 

Disinformaticm on (iriority sector lending 
is continuing unatrated with the 
Resers'e Bank of India's documents 
playing a major role in spreading 
disinformation. Analysis of data from 
the Report on Trend and Progress 
of Banking in India, 1998-99. 3572 


Politics of Violence 


Conflict in North-East 

The political contlict in the north-east 
centres on diffcnences liciwccn traditional 
leadership and new emerging elites over 
the nature of political fimkan they de.sife. 
The Indian slate, by viewing the problem 
as one of law and order, has unwittingly 
strengthened the hands of the 
sccc.ssiui|i.st traditional leaders. 3579 


Marked Forever? 

Pinya Hari Kale was arrested, beaten up 
and died in police custody solely bcctiiisc 
he belonged to a ‘criniinar, now ‘de- 
notiliur, tribe - Just wluil his fate would 
have been under colonial rule. But the 
fact that his de.ath was investigated and 
couris later awarded conipensutiun to 
his family gives rotim for hope. 3576 
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Retaliatory and coercive trade saixitions 
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Disinterest in mobilising the poorer 
sections and increasing their 
representation in the party together 
with neglect of ideological education 
has contributed to the CPI(M)’s 
incapacity to deal with the challenge 
posed by the RSS in Kerala. 3574 

Worth Protecting? 

Must we allocate a hundred crorcs of 
rupees or thereabouts for organising the 
tidiest protection every year for a select 
group of individuals while thousands 
of ordinary men and women die 
without food, medicines and shelter? 
Thoughts on an event reminiscent 
of the Mughal Durbar. 3561 


can have undesirable cITects mn only on 
the target country but aLso on the 
country imposing the sanctions and at 
times such sanctions affect third 
countries as well. Multilateral trade 
arrangements must find an cfricicnt 
alternative to sanctions if the cause 
of free trade is to be advanced. 3583 
The failure of the WTO ministerial 
meeting at .Seattle was not a little due 
to Uie revolt of the developing countries, 
and specirically the least developed 
among them, against what has come to 
be known as the ‘green room’ process 
under which the large majority of tlicse 
countries arc cxcludi^ from meetings 
addressing major issues. 3568 










LETTERS TO EDITOR 


Criminal Law 
Amendment Bill 

1*HE People's Union for Democratic 
Rights (PUDR), Delhi, has addressed the 
following communication to the chairman 
of the Law Commission of India in res¬ 
ponse to the commission’s intimation that 
a seminar is being held on December 20, 
I99<), to discuss the proposed Criminal 
l^w Amendment Bill and its invitation to 
attend the same: 

“PUDR would like to place on record 
the reasons why it is not accepting the 
invitation. 

“Our brief pcru.sal of the draft legisla¬ 
tion and the background note prepared by 
the commission makes it amply clear that 
what is proposed is a law on the lines of 
TADA, with more severe provisions and 
for a longer period (five years). The wide¬ 
spread abuse of TADA ultimately led to 
a conscious decision by parliament not to 
re-enact it in 1995. The commission does 
not seem to have taken into account this 
historical experience with TADA. The few 
safeguards proposed in the present bill do 
not give even the slighte.st confidence that 
this legislation will not lead to similar or 
worse abuse, especially when the additional 
draconian features are taken into account. 

“This begs the question: Why this act 
at this time? If the background note pre¬ 
pared by the commission is meant to 
provide justification for introduction of 
such a draconian legislation, it fails mis¬ 
erably. The note basically advances evi¬ 
dence from Kashmir, a state which is 
covered by the Armed Forces Special 
Powers Act and in which army operations 
are under way, for an act which is sup¬ 
posed to cover the entire country. Even 
otherwise, as observers of the Indian scene, 
wc fail to discern any reason why the 
country needs such anti-democratic leg¬ 
islation, at this time. 

“Hiireaucratic arguments usually cite 
‘terrorisin’ or ‘extremism’ as the answer. 
A laigc majority of the problems usually 
cited, as the commission knows only totr 
well, cannot be corrected except by demo¬ 
cratic, responsi ve and sensitive governance 
along with implementation of the laws 
already on the statute hooks. Surely the 
commission cannot think that this can be 
achieved by placing even more powers in 
the hands of tlie police and bureaucracy’? 
Further, the experience with TADA 
showed that ultimately it was the ordinary 
people who sulTcrcd 

“The manner in which the bill has been 
revived and recommended is also objee 
tionable. A bill of this import is normally 
preceded by some public discussion even 


before being placed before parliament; 
after being placed there is debate before 
it becomes law. It appears that there is an 
attempt to shortcircuit this process, so 
critical for safeguarding the rights of 
citizens, because the recommendation of 
a b(xiy like the commission could carry 
(and is intended to carry) considerable 
weight. 

“Had the commission any real intention 
of involving citizens, civil and human 
rights groups, in the consultative process, 
it would have taken measures to invite 
comments from cross-section of people 
and concerned organisations, and held 
public sittings to record the statements/ 
evidence of people concerned. This pro¬ 
cedure is not unknown to the Law Com¬ 
mission, and had it been adopted it would 
have ensured an open transparent debate. 

“Instead, the commission appears al¬ 
ready convinced about the need for such 
a law, which so drastically curtails citi¬ 
zens’ rights. Together with official amend¬ 
ments and those proposed by the commis¬ 
sion, the bill has already been recom¬ 
mended for enactment. In this situation the 
proposed seminar appears to be aimed at 
collecting the views of certain persons and 
civil liberties groups, just for the sake of 
the record. 

“No useful purpose would be served 
therefore by the proposed seminar on De¬ 
cember 20,1999. As far as we know, no 
effort appears to have been made to invite 
evenothcrwcll known civil liberty organi¬ 
sations. A seminar in which basically 
officials are invited to air their views about 
the proposed law that intends to severely 
curtail Fundamental Rights guaranteed in 


the Constitution is surely not an appro¬ 
priate method of consultation. When the 
commission has already recommended the 
bill, it borders on the farcical. 

‘The Law Commission has played a 
positive role in strengthening and extend¬ 
ing peoples’ rights. Unfortunately, with 
deep anguish we have to say that today 
it appears to be doing exactly the opposite. 

“All is still not lost! We beg of you to 
even now: 

(1) Withdraw your recommendation to 
enact the bill, at least prior to public 
consultations and debate, and call off this 
proposed seminar. 

(2) Devise an appropriate method of vis¬ 
iting selected states, which experienced 
maximum application of TADA, and 
record statements/evidence of individu¬ 
als, civil liberties groups and if necessary 
officials. 

(3) Invite written comments from all in¬ 
terested about the proposed bill. 

(4) Hold meetings in public after giving 
prior intimation. 

(5) Raise a debate i n public fora on whether 
the situation demands any bill which goes 
against the principles of natural justice 
and the inalienable rights of human beings. 

“We hope that you will not allow the 
commission to be used to spring an in¬ 
tolerable law on an unwary public by pre¬ 
empting meaningful debate. Wc hope that 
you and other members of the Ljiw Com¬ 
mission will use their wisdom to protect 
and extend our rights, and not to curtail 
them.” 

RaKESH SHUKI.A 

Secretary, PUDR, 

Delhi. 
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Law Commission in the Dock 


T he infamous TADA, or the Terrorist and Disruptive 
Activities (Prevention) Act, is coming back again in the 
guise of a new law - the Criminal Law Amendment Bill, 1995, 
which was introduced in parliament some years back and is 
modelled on the TADA, and is sought to be further toughened 
with stringent official amendments as well as modifications 
suggested by the Law Commission. Further, it is threatening to 
become a permanent law. 

The TADA, initially enacted in 1985 for two years, was 
* reintroduced in 1987 with special provisions to fight terrorism, 
and was extended from time to time till it finally expired on 
May 23, 1995. Before its expiry, the government introduced 
the Criminal Law Amendment Bill in the Rajya Sabha in May 
1995. The Law Commission was requested by the government 
for recommendations to frame a suitable legislation for 
combating terrorism, particularly since thcTADA of 1987 had 
lapsed. The commi.ssion has now come up with its report, and 
instead of suggesting a new'law, has recommended the 
enactment of the Criminal Law Amendment Bill of 1995 with 
amendments. An examination of its report and amendments 
indicate that the commission has not only reaftlnned the 
government's demand for a permanent anti-terrorist law and 
retention of some of the most ferocious provisions of the 
original TADA and the later official amendments, but has 
I gone beyond by suggesting more rigorous measures that have 
grave implications for the democratic rights of citizens. 

To stai t with, its sanction for a permanent anti-terrorist law 
i mplies that the country will remain embroiled for ever in ci vi I 
war situations in Kashmir, Punjab, the north-east and other 
parts. Such an approach rejects the desire and possibility of 
any peaceful settlement of the.se conflicts in the near future. 
Instead, basing itself on an everla.sting militaristic strategy to 
cope with them, it justifies the enactment of a repressive law 
that is intended to be permanently grafted on to our judicial 
system. Besides, the commis.sion’s reading of the law and 
order situation and its effects-which has led it to its ju.stification 
of a permanent law - is at times highly biased. Thus, while 
speaking about the militancy in Kashmir, it says that it has “left 
a large number of Hindu families homeless", without adding 
that similarly a large number of Muslim families have also 
been victims of militancy and had been forced to leave their 
. homes. Again, when ulking about 'religious militancy’, it says 
I that it “had first rai.sed its head in 1993 with bomb explosions 
in Mumbai”. How could the commission ignore the other 
equally violent manifestation of ‘religious militancy’ which 
preceded the Mumbai explosions - the demolition of the Babri 
masjid in December 1992 and the widespread killings of 


Muslims that followed? if the term ‘religious militancy’ is 
applied to the perpetrators of the Mumbai blasts, why .should 
it not be u.sed tode.scribe the activities of the Hindu organisations 
which started it all by whipping up a communal frenzy over the 
Ayodhya-Babri masjid i.ssue from the 1980.s on wards (including 
through the so-called ‘rathayalra’ that left a bloody trail of 
killings and culminated in the worst communal riots that had 
taken place .since the 1946-47 period)? 

Defending its justification of a permanent anti-terrorist law, 
the commission refers to the UK government's prnpo.sal to 
egact a similar legislation to counter Irish insurgency. It is 
curious indeed to observe that while India refuses to accept 
proposals mooted by the UK which relate to protection of 
human rights or improvement of labour standards, it is all too 
eager to adopt the repressive measures that have been introduced 
by the same country. In fact the Prevention of Terrorism Act of 
U K is one of the most anti-dem(x;ratic legislations, which was 
initially introduced in November 1974 in the British parlia¬ 
ment by the then home secretary Roy Jenkins, who proudly 
described its clauses as “Draconian measures unprecedented*' 
in peacetime”. He then added the warning: “These measures, 
involve some infringement of civil liberties...! do not pretend ‘ 
that they will not occasionally inconvenience, perhaps more 
than inconvenience, a few people who may not deserve it.” 

The British home secretary was at least candid enough to 
admit that the law would be misused. But our l,aw Commission, 
while sugge.sting the retention of the provisions of TADA and 
making them permanent on the lines of the British Act, totally 
ignores the long history of mi.suse of TADA ever since its 
enactment. Despite assurances by the government that no 
innocent person would be’hauled up under TADA, the last 
decade had seen the incarceration of a large number of citizens 
who were arrested under the catch-all provisions of TADA 
merely on grounds of suspicion of links with terrorists. 

The historical experience of state conflict with terrorism ha.s 
shown that an increasingly militarist response by the state to 
terrorist acts -either through enactment and tightening ofanti- 
terrorist laws or through escalation of anti-insurgency 
operations with the help of sophisticated weaponry - instead 
of stemming terrorism, has encouraged a counter-e.scalalion in 
terrorism armed with similar sophisticated weaponry. Besides, 
the misuse of TADA and other similar laws against thousands 
of innocent youth in places like Kashmir and Punjab has 
alienated them from the Indian state and driven them into the 
camp of the terrorists. Both terrorism and the state’s militaristic 
response to it thus feed each other, creating a spiral of violence 
and counter-violence, in which innocent and uninvolved 
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common citizens become the main victims. 

There is a need therefore for impressing 
upon both the Indian state and the various 
insurgent and secessionist groups to enter 
into a dialogue that could lead to a peaceful 
and democratic solution. The Law 
Commission in this connection, instead 
of deriving inspiration from the UK 
government's earlier proposal to make a 
pennanent anti-terrorist legislation to cope 
with Irish terrorism, may care to take 
lessons from its latest efforts to enter into 
a dialogue with the IRA and reach a 
peaceful .settlement that would render 
reduntant repressive laws like the 
Prevention of Terrorism Act. 

DOCTORS’ STRIKE 

Small Gains 

IT can hm'dly be denied that the principle 
on which the work of the medical profes¬ 
sion rests is service to humanity. Neither 
can it be forgotten that the doctor is a 
professional who undergoes long and 
rigorous training and is bound by the norms 
and practices of a profession, as modern 
as any. The recently concluded resident 
doctors' strike in Mahara-shtra appears to 
have exposed a certain confusion in the 
way society views the societal location 
and the aspirations of the medical profes¬ 
sion. The two-week long .strike by the 
Maharashtra Association of Resident 
Doctors (MARD) came to a cio.se when 
the slate government, after having tried 
various arm twisting measures and show¬ 
ing uiirea.soiiablc adamancy, agreed to raise 
the sti|Knds of resident doctors though not 
to the levels in the central government 
scheme. Some facts about the strike tell 
their own tale. 

Firstly, resident doctors, who are medi¬ 
cal graduates registered for a postgraduate 
degree in medical specialities, arc the 
backbone of the public hospital system in 
the state. While their tenure is only for a 
few years, that is, for as long as it takes 
them to complete their postgraduate 
studios, they arc the ‘doctors’ who arc on 
duty 24 hours a day. who run the out¬ 
patient dcpartmcnt.s, and walk the wards 
atid are the ‘doctors’ w'hom the patients 
are mo.st in touch with. Most of them move 
out of the public health system to pursue 
earners in the private sector - which is one 
reason why their employers justify their 
atrociously small stipend. Resident doc¬ 
tors in Maharashtra earn about Rs 6,(XX) 
which is about a third of the stipend paid 
in the central government residency scheme 
in force in Delhi’s public ho.spital.s. More¬ 
over. in Maharashtra resident doctors pay 


a fee (for the postgraduate courses) start¬ 
ing from Rs 6,(X)0 per annum (with a 
deposit of Rs 10,(XX)) which in Delhi is 
only Rs 1,285. 

Secondly, this is the 12th time that the 
4,000-plus resident doctors have had to 
resort to .striking work to persuade the 
government to hike their stipend. Every 
pay hike that the re.sident doctors have got 
has been a result of extreme actions like 
the strike taken at the end of a long un¬ 
successful negotiations. Thirdly, time 
and again, for over a decade MARD has 
consistently sought to get the government 
to upgrade their living quarters and work¬ 
ing environment, which are in a bad state 
of disrepair. 

Fourthly, for perhaps the first time 
MARD has been able to garner support 
not only from the teaching staff of the 
medical collegcs/hospitals but also from 
professional as.sociations such as the 
General Practitioners’ Association, the 
Indian Medical Association, the Associa¬ 
tion of Medical Consultants and the 
Bombay University and College Teachers’ 
Union. This is some indication that the 
striking doctors’ demands were neither 
unreasonable nor were they irresponsible. 

The fact that the resident doctors in 
Maharashtra had been chosen, or in fact 
been forced to go on strike causing the 
virtual shut down of public hospitals has 
prompted grave comment on the doctors’ 
lack of social conscience. However, that 
here are professionals who are the back¬ 
bone of the public hospital system who 
have been working on stipends which can 
hardly be called socially just appears to 
have been somehow missed. Undoubtedly 
the near-closure of public hospitals has 
caused enormous di.strcss, especially to 
the poor. But then, a strike is a response 
of the last resort and need never have been 
called had the reasonable demands of 
the doctors been met. Is the state then not 
equally responsible for the distress of the 
patients? For that matter were not the 
private hospitals who continued to charge 
heavily during the strike not guilty of 
defaulting on their civic duty? Resident 
doctors surely have as much right to strike 
work to pursue just demands as other 
government employees. 

By drnying them employee status, the 
government appears to be regarding resi¬ 
dent doctors as invisible, which has bud¬ 
getary corcsequences. By not recognising 
them as full professionals who have to 
receive just monetary returns for the dis¬ 
charge of their professional duties, the 
maturing of professionalism is being 
jeopardised. For it may well be argued that 
this vast number of residents in training 


may endeavour to address themselves to 
other critical issues in the health system 
if they were not to have to keep demanding 
parity of stipend every so many months. 
Not so many years ago it was in fact the 
same association which prompted rethink¬ 
ing on drug usage patterns in public 
hospitals which, it may be point^ out, 
affected the discharge of professional ., 
duties. 

None of this is to suggest that the is.sue 
of medical professionals working in the 
public health system going on strike is an 
easy one to resolve. However, there is a 
need to move away from regarding doc¬ 
tors either as demigods, or as devils in 
white coats, or as savants. While the 
Hippocratic Oath may bind them to a code 
of conduct - and society can and must 
certainly ensure that the code is honoured 
- their status as people who train to earn 
a living by their professional work cannot 
be denied. Indeed the social and political 
commitment of the medical profession 
and the role that they can play in expand¬ 
ing people’s access todirely needed health 
care needs to be constantly emphasised. 
However, while the mi.sconduct of doctors 
must be severely castigated and punished, 
their demand for just compensation can 
hardly be condemned even if it does 
mean the temporary denial of much needed 
professional services, for there must be 
other means of ensuring the latter. 

WTO 

Meaningful Consensus 

A correspondent writes: 

MUCH has been written in the past few 
weeks about the ministerial conference of 
the World Trade Organisation (WTO) at 
Seattle, a major town in America which 
is home to two of the biggest US exporting 
companies, Boeing and Microsoft. The 
Seattle meeting was an extremely impor¬ 
tant one attended by trade ministers from 
135 member-countries of WTO to discass 
the agenda on trade for the next quarter 
tohalfacentury. Before the meeting started 
there was a lot of discussion in India, as 
in probably all other member-countries of 
WTO, on the line to be taken on the major 
issues at Seanle. 

As it happens, WTO as an organisation 
has come to be dominated by the US and 
European Union (EU) countries. Unlike 
international organisations like the IMF 
and World Bank where the US enjoys 
veto power in decision-making, in WTO 
there is no formal veto power. Strictly 
speaking, the decisions in WTO are ba.sed 
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on consensus, u is on me sirengtn ot tnis 
requiiement of consensus that the US has 
manoeuvred itself into a position whereby 
it has been able to dominate WTO's 
decision-making. This assumption of 
virtual veto power by the US became 
abundantly clear on die question of China’s 
admission to the WTO. Only after China 
worked out an understanding with the US 
has the way been cleared for China’s 
admission. Naturally, it was assumed that 
it was going to be possible for the US to 
dominate decisions on the agenda for 
Seattle. However, given the rule that 
decisions have to be taken by consensus, 
it also meant that the US might not be able 
to have its way if any group of member- 
countries did not fall in line with it. This 
is precisely what happened. 

In the pa.st it had been possible to achieve 
consensus mainly by the US working out 
an agreed position with EU and also 
working on the developing countries and 
bringing them around with a mix of pro¬ 
mises and threats. This time while the US 
and EU were more or less agreed on the 
linking of trade with labour and environ¬ 
mental .standards, the developing coun¬ 
tries were strongly oppo.sed to the intro¬ 
duction of such non-trade issues which 
they felt was nothing but a pretext for 
protectionism. On agriculture, however, 
there emerged strong differences between 
the US and EU. While the US was pressing 
for substantial liberalisation of trade in 
agricultural products through lowertariffs 
and an end to subsidies to fanners, EU was 
almost totally opposed to the American 
line. Its argument was that American 
suppon to its fanners in the form of in¬ 
come payments was nearly as much as in 
the EU; the only difference was that the 
Americans did not reckon the income 
payments they made to fanners as subsi¬ 
dies. The US and EU were also opposed 
to the inclusion of investment and com¬ 
petition in the WI'O agenda. 

The developing countries too were 
opposed to their inclusion on the ground 
that the developed countries would, by 
introducing these non-trade matters, use 
them as pretexts for keeping their markets 
closed. The developing countries also 
stoutly opposed the US demand that 
government procurement should be 
brought under the umbrella of WTO. This 
would prevent developing country gov¬ 
ernments from differentiating between 
domestic and foreign suppliers in the matter 
of government procurement to provide 
incentives to local industry. While both 
the US and EU had their own ideas on 
the issues to be included in the WTO’s 
agenda, they were unwilling to accept the 


demands oi the developing countries to 
review the implementation of the existing 
agreements. The developing countries 
found this attitude of the US and EU 
extremely unhelpful even when it was 
generally conceded that major problems 
needed to be rectified, be they on patents, 
subsidies, textiles or trade. The developed 
countries had been resorting to various 
devices to protect their agriculture and 
industry under the existing world trade 
regime and were now trj'ing to introduce 
new forms of protectionism by raising 
non-trade issues and linking them with 
trade. It is understandable, therefore, that 
the developing countries refused to fall in 
line with cither the DS or EU, even though 
resort was made to both promises of 
concessions and threats of sanctions. 

it is understood that a further meeting 
of the ministerial conference is to be held 
in Geneva in continuation of the Seattle 
round. For the successful conclusion of 
the Geneva sub round it is very necessary 
that there should be agreement on substan¬ 
tive issues not only between the U.S and 
EU but also between the developed and 
developing countries. If the con.sensus 
rc(|uirement is strictly followed, any one 
of the 135 members of WTO can stand 
in the way of a successful conclu.sion. In 
actual practice, however, it is consensus 
among groups that matters. For the long 
term, in the light of the experience in 
decision-making so far, the present eon- 
sensus will need to be suitably modified 
so as to make sure that no one member- 
country or one group can dominate deci¬ 
sion-making in WTO. 

CONGRESS 

Evasive Action 

IT comes as no surprise that the report of 
the A K Antony Committee, instituted by 
the Congrcs.s Working Committee (CWC) 
to probe into the cairses of the worst ever 
electoral performance of the Congress in 
the 1999 Lok Sabha elections should suffer 
neglect. In fact, with the spectre of revolt 
staged by Sliarad Pawar and his associates 
on the eve of the elections still fresh, the 
committee’s one-month long exercise has 
served to dissipate any threat of another 
organised challenge to the party high 
command from emerging within the CWC 
immediately after the poll debacle. 

Given that the CWC, which had insti¬ 
tuted the introspection panel, was allowed 
only a glimpse of the 200-page report in 
the form of a 30-page highly sanitised 
summary, while the party president Sonia 
Gandhi was provided sole access to its 


unabndged version, clearly indicates that 
despite the talk of inaugurating the new 
culture of transparency and accountability 
within the CWC, the post of the party 
president remains one rung above the 
former. In such circumstances, one could 
hardly expect that the 20 sets of recom¬ 
mendations forw'arded by the Antony 
Committee for rejuvenating a lieleagucred 
party would be ‘dcniociatically’ siebated 
and impicmcincd. 

There was the usual spate of resigna¬ 
tions of party general .secretaries, secre¬ 
taries and members of the CWC, owning 
‘moral responsibility' for the poll rout. 
Yet, the lowest tally scored by the Con- 
ga'.ss in its electoral lii.story demanded a 
more .sophisticated face-saving device to 
stall further enision of credibility of Sonia 
Gandhi’s leadership. 1'he urgency to in¬ 
stall an inquiry committee into the elec¬ 
toral performance also stemmed from 
another factor. The poll outcome had 
sparked off dissidcncc within the party 
units of the Congress-ruled states, with 
rival faciion.s rui.sing the banner ot revolt 
againstcliicfminislcrsof Delhi, Rajasthan, 
Madhya Pradesh and Orissa. The devas¬ 
tating cyclone of Orissa provided a timely 
excuse for the rival factions of Hcniananda 
Biswul and J B Patriaik to remove Giridhar 
Gamang from chief ministership, thus 
circumventing an impending vertical split 
in the Congress. On the other hand, the 
defeat of the Congress candidates in both 
the Lok Sabha constituencies in Goa 
fuelled bickering within the Congress, 
eventually leading to the fall of the Con¬ 
gress government in Goa. Moreover, with 
elections in Bihar, Haryana, Manipur and 
Orissa round the corner, and the Congress 
in disarray in each of these states, any 
plans of restructuring the party organi¬ 
sation, as recommended hy the Antony 
Committee, carried the danger of inviting 
further disintegration. Thus, instead of 
pruning the party organisation, leaders of 
various factions have been accommodated 
by making them office-bearers of the party 
units in states going to the poll. If the 
PCC in Bihar boa.sls of eight vice pre- 
'^^idents and 14 general secretaries, the 
Congress Party unit in Haryana has 
stretched itself to include the Bhajan Lai, 
Bliupinder .Singh HiKxla and Bircndcr 
Singh factions. Clearly then, though the 
Antony Committee may have played the 
expected role of warding off any imme¬ 
diate threat to the party high command, 
the poll reversal has strengthened the hands 
of the factional leaders in various state 
units of the party, and has overall reduced 
the hold of the central leadership over the 
party organisation. 
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CURRENT STATISTICS EPW Research Foundation 


There hen been a seasonal 1.2 per rent fall in Ihe wholesale price indea in the pasi one month. The sharpest decline has been in ‘food articles' among primary products 
I-4.S per cent) and ‘food products' among manufactures (-1.7 per cent). The consumer price index (CPI) for industrial workers rose only 0.9 per cent in the past 
12 months against an 18.6 per rent rise in Ihe preceding 12 months. The CPI for agricultural labour showed the sharpest rise of 4.4 pec cent in Ihe past 12 months 
against 12.9 per cent in the previous 12-nionth period. 


Macroeconomic Indicators 


Index Numbers of Wholesale 
Prices (1981 82 a: 100) 


All Coiniiiodiite.s 
Pnmaiy Atticles 
Food Atticles 
Non-FonI Atticles 
Fuel. Power, Light .ind Lubncants 
Manufactured ftoducts 
Food Products 
Food Index (computed) 

All Commodities (weekly average basis) 
(April 3-IVc 12.1999) 


Cost of Living Indices 


Weights 

Dec 12, 
1999 

Over 

Month 

100.00 
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_ Variation (Per Cent): Pouit-to-Point 
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0.3 

4.9 
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Variation (Pe r Cent): Point-to-Point 

1998-99 1997-98 1996-97 1995-% 1994-95 


UIC.SI Previous 1999-2000 1998-99 


Induslruil Worken (1982=100) 

4.37.0*" 

Uiban Non-Man Emp (1984-85=100) 

.357.0" 1 

Agri Ub (1986-87=100) (Unk factor 5.89) 
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Money niM Banking (Ks crate) 


Vanatio n_ 

Fisc al Year ^ Far 
1999-20W 1998-99 
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2.2 
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97841(16.2) 

13829(11.7) 


80236(11.9) 126788(18.9) 105647(18.6) 84162(17 5) 
48838(14.8) .‘'6554(17.1) 41978(14.5) .30840(12.0) 


.5700305.1) 

32598(30.9) 

26417(13.2) 

12915(10.7) 


31659(9.2) 

23.3.56(28.4) 

5527(2.8) 

1934(1.6) 


Money Supply (Mt) 106308S@ 8580(0.8) 148048(16.2) 90880(9.3) 93705(11.4) 1.50872(18.4) 119483(17.0) 97841(16.2) 

Currency with Public 190325 7209(3.9) 31338(19.7) 20943(12.4) 13408(9.2) 33804(16.4) 13492(10.2) 13829(11.7) 

Deposit with Banks 869468@ 1099(0.1) 117019(15.6) 70467(8.8) 80236(11.9) 126788(18.9) 105647(18.6) 84162(17 5) 

Net Bank Credit to Govt 4.34056 1854(0.4) 54621(14.4) 46905(12.1) 48838(14.8) .‘'6554(17.1) 41978(14.5) .30840(12.0) 

Bank Credit to Comrol .Sector 520856 1848(0.4) 72005(16.0) 30493(6.2) 15541(3.6) 57054(13.2) .57003(15.1) .31659(9.2) 

Net Fweign Exchange Assets 186439 4043(2.2) 31098(20.0) 9661(5.5) 17246(12.5) 26268(19.0) 32598(30.9) 23.3.56(28.4) 

Reserve Money (Dec 3) 255746 -17878(-L7) 14246(5.9) -3625(-l.4) 1.5098(6.0) 32969(14.6) 26417(13.2) 5527(2.8) 

Net KBl Credit to Centre’ 148675 -11124(-4.0) -1173{-0.8) 3259(2.2) 16232(9.6) 11801(8.8) 12915(10.7) 1934(1.6) 

RBI Credit to Bks/Comm Sector 16718 -9772{-6.1) -2218(-11.7) -8769( .34.4) 3654(29.1) 10206(66.8) 2029(15.3)-15557(-S4.0) 

Scheduled Commeicinl Banks (Dec .3) 

Deposits 774962@ 5688(0.2) 102197(15.2) 60937(8.5) 74281(12.4) 115540(19.3) 92886(18.4) 71780(16.5) 

Advances 396204 2217(1.0) 58624(17.4) 27367(7.4) 13501(4.2) 44759(13.8) 45676(16.4) 24387(9.6) 

Non-Food Advances 372180 1372(0.7) 50606(15.7) 20159(5.7) 9981(3.2) 40427(1.1.0) 40790(15.1) 26580(10.9) 

Inveslmcnls (for SI purposes) 303891 12454(2.7) 53188(21.2) 49297(19.4) 31998(14.6) 35890(16.4) 28192(14.8) 25731(15.6) 

Cummereial Investments and 

bilU redtscounled with FI.S 55993 —154(-0.3) 13404(31.5) 73.34(15.1) 10576(33.0) 16645(52.0) 12472(63.1) 4168(27.1) 

9 Includes Ks 17,945 cnire on account of proceeds from RIBs since August 28, IW8: excluding tliem the ycar-on-year and Ihe 1998-99 liscal year growth of money supply 
would he 16.5 percent and 16.2 per cent, rcsp^ively. Ukewi.se, honk depiBits without RIBs grew by 156 per cent and 16.3 per cent, lespcctivdy. $ oiler dosuic of guvemnieni accounts. 
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Index Numbers of Industrial 


Production (1993-94=100) 

Weights 

1999 l‘)99-20(K) 

Cencial Index 

100.00 
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146.5(6.9) 

Mimng and (}uanying 
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116.1(0.2) 

Manufacturing 

79.36 

149.7 
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Electricity 

10.17 
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Dec 17, 

Month 


Fiscal Year So Fiu 


1998-99 


Full Fiscal Year Averages 
37^98 1996-97 1995-96 


137.1(3.4) 143.1(4.0) 

115.9(-0.4) 120..3(-1.8) 
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135.2(6.3) 


146.7(4.4) 

138.4(6.4) 


1999-2000 So Far 


137.6(6.6) 

122.4(5.9) 

140.6(6.7) 

130.0(6.6) 


1998-99 


129.(X5.5) 

ll5.6(-2.0) 

131.8(6.7) 

121.9(3.9) 


I22..3(I2.8) 

117.9(9.6) 

123.5(13.8) 

117.3(8.1) 


1994-95 


108.4(8.4) 

107.6(7.6) 

108.5(8.5) 

108.5(8.5) 


End of Fiscal Year 


Capitol Market 


BSE Sensitive Index (1978-79si|00) 
BSn.-100 (1983-84=100) 

BSE-200 (l‘;89-90=100) 

S and P CNX-50 (Nov 3, 1995=1000) 
Skindia GDR Index (Jan 2,1995=1000) 


1999 

Ago 

Ago ~ 

Trough 

Peak 

Trough 

Peak 

1998-99 

1997-98 

1996-97 

4676(63.2) 

4541 

2864(-17.9) 

3245 

5075 

2783 

4281 

3740(-3.9) 

3893(15.8) 

336l(-0.2) 

2402(89.5) 

2137 

l268(-i6.3) 

1409 

2409 

1242 

1890 

1651(-2.7) 

1697(15.9) 

1464(-5.5) 

.554(88.5) 

498 

294(-13.l) 

.322 

556 

289 

429 

.380(0.8) 

377(14.9) 

328(-5.0) 

1419(71.0) 

1352 

83fX-18.l) 

931 

1505 

812 

1213 

1078(-3 5) 

1117(15.4) 

968 

1023(95.0) 

925 

524(-39.4) 

581 

1088 

515 

1015 

653(-30.5) 

940(1.1) 

930(-4.4) 


Foreign Trade 


Exports: Rs crore 
US Smn 
Imports: Rs enue 
USSmn 

Non-POL US Smn 
Balance of Trade: Rs crore 
USSmn 


Foreign Exchange 
Reserves (excluding gold) 


Rs crore 
USSmn 


October 

1999 


_ Fiscal Year So Far 

1999-2000 1998-99 


Full Fiscal Year 


8%97(12.1) 

20761(8.5) 

114746(10.6) 

26559(6.8) 

2l279(-0.5) 

-25048 

-5798 


Dec II, March 31, 
1998 1999 


11405.3 123446 
26713 29530 


7998I(I0..5) 
191.33{-4.9) 
1C-779(25.0) 
24860(7.7) 
21382(16.4) 
-23798 
-5727 




141604(8.8) 

33659(-3.9) 

176099(14.2) 

41858(0.9) 

35425(6.3) 

-34495 

-8199 


130101(9.5) 

35006(4.6) 

154176(11.0) 

41484(6.0) 

3.3321(14.5) 

-24076 

-6478 


118817(11.7) 

33470(5.3) 

138920(13.2) 

39132(6.7) 

29096(-0.2) 

-20103 

-5663 


106353(28.6) 

31797(20.8) 

122678(36.3) 

36678(28.0) 

29152(28.3) 

-16325 

-4881 


Variation Over 


IL' P W lYWHk?*! 


1999-2000 1998-99 


21649 -7302 

5243 -3690 


Notes: (i) Superscript numeral denotes month to which figure relates, e g. .superscript 10 stands for October; (ii) Figures in brackets are percentage variations over the specified 
or over Ihe comparable period of the previous year. 
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Foreign Trade 




(Rsemref 

Commodity Composition of 

__Aptil-September*_ 


Full Financial Year 


Impoits and Exports 

IWJ-2(M0 l<»X-49 

IWK-W* 

iwrm 

1905-% 


RsCr US $ mil RsCr USSmn 

RsCr USSmn 

R.sO USSmn RsCr USSmn 

RsCr USSmn 


Imports 


Food and live animals 
chieny for food 

Pulses 

1606(1.7) 

372 

2626(2.9) 

630 

3699(2.1) 

880 

4231(2.7) 

928 

2624(1.9) 

739 

2184(1.8) 

653 

103(0.1) 

35 

405(0.5) 

97 

405(11.2) 

96 

1195(0.8) 

262 

890(0.6) 

Z51 

686 (0.6) 

205 

Cashewnuts 

327(0.3) 

76 

324(0.4) 

78 

69.1(0.4) 

165 

767(0.5) 

168 

688(0.5) 

194 

760(0.6) 

227 

Crude materials, inedible oils 










except fuels 

4323(4.5) 

loot 

4341(4.9) 

1042 

7865(4,5) 

1871 

7792(5.1) 

1709 

7.377(.5..1) 

2078 

8220(6.7) 

2458 

Fbrtiliser crude 
Metalifemusuies 

416(0.4) 

96 

351(0.4) 

84 

868(0 3) 

206 

662(0.4) 

145 

476(0..3) 

134 

524(0.4) 

157 

and metal scrap 

Mineral fuels, lubricants 

12I9(I..3) 

282 

15.36(17) 

369 

2550(1.4) 

607 

2744(1,8) 

602 

2910(2.1) 

820 

2751(2.2) 

822 

and related materials 
Petroleum, crude 

23084(23.8) 

5347 

15467(17.4) 

.3713 

31018(17.6) 

7378 

3477.3(22.6) 

7625 

39)60(28.2) 

11031 

28270(23.0) 

8452 

and products 

Animal arxl vegetable 

21181(21.8) 

4906 

13279(14.9) 

3188 

27064( 15.4) 

6438 

30341(19.7) 

6653 

3.562'J(2.5.6) 

10036 

25174(20.5) 

7526 

oils, fats and waxes 
Chemicals and related 

4357(4.5) 

1009 

.3889(4.4) 

934 

7163(4 1) 

1704 

276')(1.8) 

607 

2932(2.1) 

826 

2265(1.8) 

677 

products 

12354(12.7) 

2862 

10918(12.3) 

2621 

21582(12.3) 

5134 

2(X>49(13.0) 

4.396 

17411(12.5) 

4«X)5 

18(1.54(15.2) 

5577 

Organic chemicals 

3347(3.4) 

T,'- 

321.5(3.6) 

772 





622.3(4.5) 

1753 

5698(4.6) 

1704 

Fertiliser manufactured 

2738(2.8) 

634 

1541(1.7) 

.370 

3311(1.9) 

788 

31.37(2.0) 

688 

24.34(1.8) 

686 

462I(.1.H) 

1382 

Manufactured grxxls clasaifiecl. 











chiefly by materials 

17296(17.8) 

4006 

15050(16.9) 

3613 

.30112(17.1) 

7163 

27123(17.6) 

5'M7 

2.39I(XI7.2) 

6735 

19.1.17(15.8) 

5781 

Pearls, precious/semi- 












preciuus stones 

10859(11.2) 

2515 

7830(8.8) 

1880 

15827(9.0) 

3765 

12421(8 0 

2724 

108.14(7.5) 

2925 

7(M5(.5 7) 

2 l(Mi 

Iron and steel 

191.3(2.0) 

443 

2I98(2..5) 

328 

4776(2 7) 

! 1.36 

4992(3.2) 

1095 

4.579(3.3) 

1290 

448l(.1.7) 

1340 

Nun-ferrous metals 

1142(1.2) 

265 

1409(1.6) 

338 

2823(1.6) 

671 

.3420(2.2) 

7.51) 

3925(2.8) 

1106 

.3024(2.5) 

‘K)4 

Capital goods 

11029(11.4) 

2555 

15863(17.8) 

3808 

29219(16 6) 

6950 

280I6(18.>) 

6143 

29869(21.5) 

8414 

28289(23.1) 

8458 

Machinery except electrical 










and electronic 

5566(5.7) 

1289 

6472(7.3) 

1554 

13073(7.4) 

3110 

1.3461(8.7) 

2952 

12937(9.3) 

.3(t44 

1.1127(10.7) 

3925 

Transport equipment 

1251(1.3) 

290 

1278(1.4) 

307 

2.571(1.5) 

612 

.3907(2.5) 

857 

.5269(.1 K) 

1484 

M*nO.0) 

1105 

Project goods 

21.53(2.2) 

499 

5671(6.4) 

1362 

8609( 1.9) 

2048 

646.5(4.2) 

1418 

7520)5.4» 

2118 

7998(6.5) 

2.191 

Others 

22975(23.7) 

5322 

20889(23.5) 

5015 

45441(25 8) 

10809 

29423(19.1) 

6452 

15617(11..3) 

4405 

I54.5‘KI2.6) 

4622 

ToUl 97024(1()U.0) 

22474 89043(100.0) 

21378176099(1(X)0) 

41887154I76(1(X).0) 

3.1807 

138920000.0) 

.19133 172678(100.0) 

16678 

Exports 

Fuod and live animals 













chiefly for food 

9702( 12.9) 

2247 

10890(16 7) 

2610 

22831(16 1) 

5424 

2t0l(XI6.I) 

5239 

20441(17.2) 

5758 

18351(17.3) 

5487 

Cashewnut 

1265(1.7) 

293 

800(1.2) 

192 

1610(1.1) 

382 

i4(X)(l.l) 

349 

128.5(1.1) 

362 

1236(1 2) 

370 

Oil-ineals 

44(h0.6) 

171 

662(1.0) 

1.59 

191.3(1 4) 

454 

3435(2.6) 

857 

3495(2,9) 

985 

2349(2 2) 

702 

Marine pnxlucts 

2274(3.0) 

.527 

2137(3.-3) 

512 

4.368(3 1) 

10.38 

4487(3.4) 

1119 

4008(3.4) 

1129 

3IKi(.10) 

951 

lievtmiges, tobnccu and 
tobacco manufactures 
Crude materials, inedible 

1.34(0.2) 

.31 

125(0.2) 

30 

2I(KU.I) 

50 

226(0.2) 

56 

298(0.3) 

84 

11 .1(0.1) 

.34 

except fuel oils 

2910(3.9) 

674 

2797(4.3) 

670 

6205(4 4) 

1474 

7723(5.9) 

1926 

8I0>2(6.8) 

2284 

628.3(5.9) 

1878 

Iron ore 

418(0.6) 

97 

627(1.0) 

150 

1600(1.1) 

3HU 

1770(l.4( 

4^0 

l70fK1.4) 

481 

1721(1.6) 

515 

Mineral fuels, lubricants and 












related materials 
Petroleum crude and 

130(0.2) 

30 

335(0.5) 

80 

.176(0.3) 

89 

1311(1.0) 

327 

17 UK 1.4) 

482 

1518(1 4) 

454 

products 

130(0.2) 

30 

335(0.5) 

80 

376(0 3) 

89 

1311(1.0) 

.327 

I7I(KI.4) 

482 

1518(1.4) 

454 

Animal and vegetable oils 












waxes and fats 
Chemicals and related 

595(0.8) 

138 

445(0.7) 

107 

741(0 5) 

176 

641(0.5) 

KiO 

682(0.6) 

192 

807(0.8) 

241 

products 

7967(10.6) 

1845 

7082(10.9) 

1698 

14840(105) 

3526 

1429201.0) 

3564 

1199500.!) 

3379 

10266(9.7) 

3069 

Drugs, pharmaceuticals 

3113(4.1) 

721 

3105(4.8) 

744 

6152(4 3) 

1462 

.5419(4 2) 

1351 

4.342(3.7) 

1223 

3409(3 2) 

1019 

and fine chemicals 
Dyes, intermediates and 
coal tar chemicals 
Plastic and linoleum 

1 1159(1.5) 

268 

982(1.5) 

235 

1995(1 4) 

474 

22320.7) 

.557 

vmti.i) 

562 

1627(1.5) 

486 

products 

1155(1.5) 

268 

925(1.4) 

222 

2021(1.4) 

480 

191l(l..5) 

477 

1886(1.6) 

539 

1958(1.8) 

585 

Manufactured goods classified. 












chiefly by materials 

42299(56.1) 

9798 

35640(54.6) 

8543 

77288(54.5) 

18362 

67891(.52.2) 

16929 

f>0439(50.9) 

17025 

.56562(53.2; 

16911 

Leather footwear 

702',0.9) 

163 

486(0.7) 

116 

1238(0.9) 

294 

1048(0.8) 

261 

11980.0) 

337 

11.19(1.1) 

.341 

Gems and jewellery 
Cotton yam, fabrics. 

13994(18.6) 

3242 

11572(17.7) 

2774 

24839(17.5) 

5901 

198670 5.3) 

4954 

16872(14.2) 

4753 

I7(i44tl6.6) 

.5275 

niadeups,etc 

Manma^ yam, fabrics 

6569(8.7) 

1522 

5421(8.3) 

1299 

11669(8.2) 

2772 

12132(9.3) 

3025 

11082(9.3) 

3122 

8619(8.1) 

2577 

madeups, etc 

1720(2.3) 

398 

1467(2.2) 

352 

2930(2.1) 

696 

2991(2.3) 

746 

2494(2.1) 

701 

2511(2 4) 

751 

KMC cotton and acessoties 7223(9.6) 

1673 

5872(9.0) 

1408 

13796(9.7) 

3278 

10683(8.2) 

2664 

)04.39(8.8) 

2941 

9454(8.9) 

2827 

Capital goods 

6879(9.1) 

1593 

5893(9.0) 

1413 

13063(9.2) 

3103 

12397f9.5) 

3091 

10904(9.2) 

3072 

90I(K8 5) 

2694 

Metal manufacuircs 

2614(3.5) 

606 

1869(2.9) 

448 

4549(3 2) 

1081 

3803(2.9) 

948 

3349(2.7) 

914 

?764{2.6) 

826 

Machinety and instrunients 23S5(3.2) 

552 

2385(3.7) 

572 

4812(3.4) 

1143 

4444(3.4) 

1108 

3753(3.2) 

1057 

2776(2.6) 

830 

Tranaport erpiipment 

1662(2.2) 

385 

1358(2.1) 

326 

3055(2.2) 

726 

3453(2.7) 

861 

.329(K2.9) 

969 

3094(2.9) 

925 

Others 

4766(6.3) 

lUM 

2026(3.1) 

486 

6050(4.3) 

1437 

4610(3.5) 

1150 

4240(3.6) 

1194 

3543(,l.3) 

1059 

Electronic goods 

1139(1.5) 

264 

99.5(1.5) 

239 

2100(1.5) 

499 

2823(2.2) 

704 

2782(2.3) 

784 

2242(2.1) 

670 

Total 75382(100.0) 

17461 65233(100.0) 

15637 14I604(I(»j0) 

33642 130101(1003)) 

.32441 

II88I70(X).0) 

33470 1063540<XIO) 

31797 


Figincs in brackets are percentages to respective totals. * Piovisional figuiCN. 
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INDIRA GANDHI INSTITUTE OF DEVELOPMENT RESEARCH 

(A DEEMED UNIVERSITY) 


The Institute 

IGIOR is an autonomous advanced research institute established in 1987 by the Reserve Bank of India 
to analyse problems of development and offer insights for policy formulation. IGIDR carries out research 
on development issues and offers M.Phii/Ph.O programmes in development policy. It is recognised as 
a Deemed University by University Grants Commission of India and obtains financial support from the 
Reserve Bank of India. The academic programmes aim to produce analysts with diverse disciplinary 
backgrounds who can address policy issues in a broad range of areas. Research has spanned many 
areas such as macroeconomics, monetary and fiscal policy studies, banking, finance, capital markets, 
poverty and human development issues, public economics, industry and infrastructure, microeconomics, 
industrial organisation and game theory, general equilibrium modelling and micro-foundations, 
employment and labour market issues, international trade and exchange policy, energy systems and 
policy, environment, climate change and sustainable development, and economic history studies. Keeping 
in view the new status of Deemed University, the Institute intends to enlarge its teaching programme 
significantly. 

The Institute generates informed debates on a variety of issues through conferences, participation in 
Government panels, committees and working groups, both in India and abroad. In the past, it 
participated in a number of committees appointed by various Ministries, Reserve Bank of India and State 
Governments and undertook projects sponsored by UNDP, UNCTAD, World Bank, etc. 

Job Profile 

The Director shall be the principal academic and executive officer of the institute with status of 
Vice-chancellor of University. At present the Institute has about 120 employees that include 
37 full-time faculty members and 55 Ph.D, students. The Director shall also be the ex-officio Chairman 
of the Academic Council and the Finance Committee and member of Board of Management. His/her 
appointment will initially be for a period of five years and shall be eligible for reappointment for a maximum 
of further period of five years, both subject to the age of retirement of 65. 

Candidate 

The candidate should possess a record of strong professional and academic accomplishments, ability 
to conduct and guide research as well as develop challenging and relevant teaching programmes, 
demonstrate networking and administrative abilities and capacity for leadership. The ideal age profile 
should be between 50 and 55 years. He/she should have sound interpersonal skills and a good 
understanding of and the sensitivity required for multidisciplinary work. He/she should possess the 
status and dynamism required to liaise effectively with Government. Reserve Bank of India and 
international institutions on issues of contemporary importance. He/she should have the aptitude and 
vision to initiate pioneering work in emerging areas of importance in development policy. The candidate 
should, as far as possible, be ready to join the Institute by July 2000 since the current incumbent 
Dr. Kirit Parikh is retiring at the age of 65. 

Remuneration 

The Director will draw a pay of Rs.26,000/- per month and allowances as approved by the Board of 
Management from time to time. Perquisites include free furnished accommodation in the campus of the 
Institute, use of car for official and private purposes, travel allowance, leave travel fare, medical facilities, 
provident fund contributions, etc., as governed by the rules of the Institute. 

Applieatlon/Nomination 

Applications or nominations may be sent to: 

Or. I. G. Patel, 

C/o Dr. Y. V. Reddy, Deputy Governor, 

Reserve Bank of India, Central Office, 

Shaheed Bliagat Singh Road, Mumbai 400 001. 

Fax No. 022-267 5831 • E-mail: rbidg1@glaslim01.vsnl.net.In 
before January 31,2000. Appiications/Nominatibns will be treated in strict confidence. Eligible applicants/ 
nominees may, if necessary, be requested to go through an interactive process for selection at Mumbai. 
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Calcutta Diary 

AM 


Must we allocate a hundred crores of rupees or thereabouts for 
organising the tightest protection every year for a select group of 
individuals while thousands of ordinary men and women die without 
’ food, medicine and shelter? Will it mean an irretrievable loss to the 
nation if some of these eminences, for whose protection the SPG does 
not leave anything to chance, nonetheless somehow get shot or blown 
away? 


SOME months ago newspapers carried a 
story on the celebration of an anniversary. 
The Special Protection Group (SPG), 
which is charged with the responsibility 
of ensuring the security of present and 
former prime ministers and their families, 
was observing its birthday. With the 
exception of Viswanath Pratap Singh, all 
the other former prime ministers were 
^ present along with their families; Rajiv 
’ Gandhi’s widow, Sonia Gandhi, too was 
prestmt in full regalia. The incumbent prime 
minister, it goes without saying, was also 
there. 

A group photograph was taken on the 
occasion. It was a cosy family picture. The 
prime ministers, past and present, enquired 
about the health and well-being of one 
another and of the SPG personnel; the 
latter, each of them, bent backwards to 
offer their respect and regards to the pri me 
ministers and their families. It could have 
been a scene from the days of the Mughal 
Durbar; medievalism was etched in vibrant 
colours in the reports the newspapers 
, carried. 

This is precisely what bothers at least 
some citizens of the country. After all, a 
number of these prime ministers, former 
and current, had a socialist past; the rest 
of them were, and are. professed believers 
in the democratic system. How could they 
suffer the rituals of that session of rigorous 
exclusivity and undiluted sycophancy? 
India, the socialist democratic republic of 
the most puccacrcdentiais, you and! might 
say, ought to have no truck with such 
outrageous displays of homage to the feudal 
principle. But nobody seemingly minded. 
Perhaps the longer the spell one of these 
leaders had spent in the socialist move¬ 
ment, the keener he was that the SPG be 
there forever protectinghim and his people 
from the threat of contamination from 
l| ordinary men and women. 

The history of how this odd, very odd 
decision became an integral part of the 
country’s administrative arrangements is 
brief enough. It is of fairly recent origin. 


Legislation was rushed through in 1991, 
in the wake of Rajiv Gandhi’s assassin¬ 
ation, ordaining that, even after a prime 
minister’s passing, his widow and the rest 
of the family will continue to enjoy the 
full benefits of SPG cover. These benefits 
are of an extensive nature. The SPG on 
its own decides the nature and number 
of army and police personnel to guard 
die departed prime minister’s widow and 
her children and other members of the 
household. It will even decide the type of 
residence members of the household arc 
to dwell in fur ensuring them maximum 
protection; the government will have to 
satisfy the specifications indicated by 
the SPG. 

The rationale of these administrative 
details, we will be told, is self-evident. 
Two of our prime ministers have been 
brutally assa.ssinalcd in the not too distant 
past. Given this background, apart from 
the incumbent head of government, letircd 
prime ministers, along with their families, 
also deserve the highest security from the 
state, to wit, the same order of security the 
incumbent prime minister enjoys. Funds 
should be no consideration here. These 
prime ministers had rendered the state 
.some .service; two of them have even laid 
down their lives for the sake of the nation. 
It is therefore only appropriate that the 
surviving former prime ministers and the 
members of their households, in addition 
to the incumbent prime mini.ster and his/ 
her family, be offered the highest degree 
of protection that is conceivable; the 
responsibility for the security arrangements 
the legislation has delegated to the Special 
Protection Group. The SPG knows best; 
its prescriptions are to be scrupulously 
followed whatever the strain on the nat ional 
exchequer and whatever inconvenience 
these might cause to ordinary citizens in 
their daily perambulations. True, several 
a.spects of the administrative arrangements 
leave a jarring note. Thanks to the 
provisions of the legislation, the SPG has 
become a rule unto itself; the details of 


the security arrangements it lays down for 
the prime ministers and their families are, 
more often than not, an affront to all 
concepts and notions of civilisation. A 
stray visitor from any foreign country will 
be thunderstruck by the outrageousness of 
these arrangements. In the name of pro¬ 
viding foolpnxrf security to the eminences, 
the SPG's regulations contribute to the 
maximum inconvenience of the rest of the 
community. Those citizens, who have the 
unfortunate experience of coming in the 
SPG's way - and the way of pri me ministers 
and their families- arc subjected to physical 
search of the crudest and most vulgar 
descriptions. Roads and thoroughfares 
along which the dignitaries pass or are 
expected to pass arc closed for minutes 
on end and sometimes for hours on end; 
all traffic, including pedestrian movement, 
comes to a halt. Questions can be raised 
in some circles whether in the name of 
security lor the very top brass, differen¬ 
tiation of such a gigantic nature de.scrves 
to be made between a small fraction con¬ 
stituting the leader class and the rest of 
the nation. The prime ministers, past and 
present, and their retinue, arc treated as 
royalty of the most exulted order; specula¬ 
tion may spread its wings whether royalty 
and democrady arc coexisting categories. 

A second relevant issue is that of 
aesthetics. Do not former and present prime 
ministers and their families feel the least 
abashed at the special treatment accorded 
to them? These arc politicians and near 
politicians of long standing. Should they 
not feel uncomfortable, when, in a milieu 
of democracy, they arc treated more or less 
in the same manner as the Mughal emperors 
and their families were treated four 
centuries ago. I1ie fact that, even after 
more than five decades of independence, 
70 per cent of the national population 
subsist below the level of poverty while 
they, the handful of them, .are placed under 
the deferential care of the SIK] with all 
the pomp and luxury that accompanies the 
arrangements does not obviously disturb 
this clutch of dignitaries. An iota of 
ae.sthctics. one would have thought, should 
have repelled them against the details of 
the SPG legislation. But, with the 
honourable exception of Viswanath Pratap 
Singh, none of the others have rccorticd 
one word of dissent or exprcs.sed tiny 
discomfort. The conclusion is inevitable: 
they like the whole works; feudalism is 
for ever. 

The implications of the .Sl’G regimen 
are far-reaching. The demonstration effect 
of the ’special protection' the SPG dis¬ 
penses percolates all the way down. The 
mini.stry of home affairs is flooded with 
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representations from the shoddiest ot 
politicians that their lives are in danger 
and security at state cost is an imperative 
necessity. It is therefore a common sight 
in New Delhi and other towns and cities 
of political types even with the worst 
criminal reco^ enjoying state bounty as 
they move about, two armed rentries in 
the rear seat of the vehicle, two in the front 
seat, the siren hooting. It is pointless to 
mourn for the national exchequer. State- 
offered security has been rendered into a 
social status symbol. 

The SPG will protest that unless the 
regimen detailed in the SPG legislation is 
scrupulously followed, there is every 
possibility of a repetition of the tragic 
incidents which felled Indira Gandhi and 
Rajiv Gandhi; it cannot afford to take that 
risk. Although the original legislation 
mentioned protection foraprime minister's 
widow and her household for a period of 
10 years, obviously there was need, the 
SPG and the authorities have felt, for 
extending the orbit of this legislation till 
Sonia Gandhi is alive. What will happen 
when she passes on leaving behind her 
son and daughter, will be a question to be 
tackled at the appropriate time. First things 
first; parliament was not yet in session, the 
permissive legislation could not be delayed, 
so the president was persuaded to sign an 
ordinance for the continuance of SPG cover 
for Rajiv Gandhi's widow and their 
progeny. 

Is it not time to shout, at least to squeak: 
enough is enough? Either we are a demo¬ 
cracy or we are not, either we areacivilised 
society or we are not. Our politicians and 
their minions could be well advised to take 
a global educational trip; the nation will 
not mind the expenses in this connection. 
Not even in Latin American countries 
presided over by military dictatorships, 
protection of the dictator is as crude and 
overt as in the case of our leaders. Our 
politicians and senior civil servants are 
welcome to take a trip to Scandinavia as 
well. The person designated as king of one 
of the.se countries bicycles his way around 
the nation's capital, nobody bothers to 
take a look at him, and there is no question 
of any special security cover. In Sweden, 
about a decade ago, the incumbent prime 
minister, who had dropped in, unguarded, 
to watch an evening show at a cinema 
house in the company of his wife, was shot 
dead by a lunatic once they emerged in 
the street following the performance. The 
nation was shocked, but one is not aware 
of any qualitative change in that country 
in ^ security system for prime ministers. 

leaders in a democracy, there is without 
(^ubt a national consentius, must not be 


invested with such paraphernalia ot omce 
as will separate them from the people. 

The idea will perhaps scandalise the 
authorities over here. The lives of the 
prime ministers and their families are con¬ 
sidered so precious that not even the 
slightest risk is regarded as affordable. 
Suppose a facetious individual - a heretic 
of a sort - poses the following question: 
does it matter much to the nation if some 
of these gentlemen are removed from the 
face of earth? Millions of our countrymen 
cannot be .saved from grim death occa¬ 
sioned by the virulence of nature or the 
incidence of foodlessness or pestilence. 

Must we allocate a hundred crores of 
rupeesorthereabouLsfororganisingthe tigh¬ 


test protecuon every yearror a select group 
of individuals while thousands of ordinary 
men and women die without food, medi¬ 
cine and shelter? Will it mean an irretriev¬ 
able loss to the nation if some of these 
eminences, for whose protection the SPG 
does not leave anything to chance, nonethe¬ 
less somehow get shot or blown away? 

An outrageous question, did you say? 
But is it more outrageous than the spectacle 
of a .special ordinance being issued by the 
nation’s president to provide maximum 
security at state cost to the surviving wife 
and children of a dead prime minister even 
as the same dead prime minister is 
chargesheeted by the government for gross 
criminal misconduct? 
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COMMENTARY 


The ‘New Deal’: China on the 
Threshold of WTO 

Alka Acharya 


The impact of China’s entry into the WTO is likely to he as 
far-reaching and destabilising, in the initial years at any rate, as the 
initiation of the economic reforms at the Third Plenum. It is going to 
he a tremendous challenge for China, particularly in the context of 
the two overarching requirements of membership: conversion to a 
fully functioning market economy and a fully operational and 
enforceable rule of law. 


JUST when it seemed that the latest round 
of US-PRC talks on the latter's member¬ 
ship to the WTO would also end in¬ 
conclusively. there took place a 'pivotal 
meeting' between Zhu Rongji and the 
US Trade Rcprcsciiiative Charlene 
Burshefsky. It was this intervention which 
clearly sorted out the last few difficult 
issues leading to an agreement between 
the two countries on China's accession to 
the WTO - a fact duly acknowledged by 
Bar.shcfsky later. Also lending critical 
urgency to this round oi talks was the 
impending Seattle meet of 134 WTO 
members at the end of Novemix'r 19‘>9, 
when new global trade liberalisation talks 
would begin. The PRC was naturally keen 
to be a party to the debates which would 
shape the new world economic regime. 
Clearly, once the Seattle meet began, the 
question of Beijing's membership would 
only be further postponed. This was 
undoubtedly a key factor both in determin¬ 
ing the PRC's negotiating posture and 
imparting an evident edge to the US 
bargaining tactics. Indeed, Barshefsky's 
visit had been projected us the last chance 
to acquire US con.scnt before the Seattle 
meet. 

Zhu Rongji’s April 1999 visit to the US 
had been widely expected to produce the 
long awaited end to the US-PRC negotia¬ 
tions on China's entry to the WTO. Tlic 
US and China had in fact reached a ten¬ 
tative agr^ment in April, with China 
making concessions on a large package of 
agricultural trade provisions which were 
greatly appreciated by US farm groups and 
seen as of great advantage to American 
* agriculture. Tliere was also an agreement 
casing Chinese import re.strictionson wheat 
containing TCK smut, a fungus prevalent 
in the Pacific North-west wheat crop. But 
(he bombing of the Chinese embassy in 


Yugoslavia in May led to the breaking off 
of talks and a considerable anti-American 
wave in China. The post-Kosovo scenario 
in fact saw China engaged in a serious 
rea.s.scssment of its strategic and security 
concerns and alignments. The US expla¬ 
nations that the bombing was a 'mistake' 
were simply not acceptable. A direct con¬ 
sequence was the strengthening of those 
forces within theCommunist Party and the 
country which were unhappy with 
Zhu Rongji's refurins, particularly of 
the state-owned enterprises and the extent 
of concessions he was seen to be making 
in the WTO entry negotiations with the 
U.S. China also embarked on a more clear- 
cut and dcritiile policy of improving re¬ 
lations with its neighbours, particularly 
India and Russia and the central Asian 
republics. 

The long march to the global trade 
organisation had begun in July 1986 when 
China gave formal notice of its desire to 
participate fully in the GATP, the pre¬ 
decessor to the WTt). However many of 
the domestic economic and political rc- 
fonns and the changes in its foreign trade 
regime can be comprehended more thor¬ 
oughly by contextualising them in the 
PRC’s attempts to engage with the global, 
multilateral economic and financial insti¬ 
tutions. The relationship between the 
as.scrtion of national sovereignty and the 
resolve to conform lo international norms 
and regulations has appeared contradic¬ 
tory and conciliatory by turns, but the 
movement has invariably been in the 
direction of eventual integration into the 
neo-liberal intcrnatiunal economic order. 

Ever since the end of the cold war in 
particular, US-China relations have been 
characterised by both 'contention and 
collusion'. Over the last 13 years the 
discussions between the US and the PRC 


on the issue of China's entry into the WTO 
saw innumerable ups and downs, con.sti- 
luting virtually an arena fur thrashing out 
almost all the contentious issues between 
them, ranging from human rights at one 
end to the question of Taiwan at the other. 
Ilie faciois most often cited against China’s 
inclusion were China's partial-market 
economy and weak rule of law, which 
could not be easily assimilated into the 
WTO which was e.s.sentially a rules-ba.sed 
trading regime of full-fledged market 
economies. China, with its past record 
with respect to international norms and 
regulations, it was feared, would de 
stabilise and jeopardise the working of the 
organisation. The Wa.shinnitm Po.it in fact 
actually voiced the iiiisgii ing m the after¬ 
math ol the agreement that '‘China will 
woik to rcshu|K‘ the WTO away from the 
kind of o|x:n, rulcs-base organi.saiion...'' 
that it is. The issue invariably climaxed 
every year in the summer when the ques¬ 
tion of extending the Most Favoured Nation 
status to the PRC came up fur debate in 
the American Congress. It became an 
almost ritualistic occasion for airing of 
diffcnmccs between the Republicans and 
the DemiK'rats on the one hand and the 
expression of much anti-American feel 
ings and sentiments in China on the other. 
The ‘new deal’ howcvci has been seen as 
a strategically significant event, second to 
the 1979 normalisation of diplomatic 
relations. It has also been termed as a 
vindication of the Clintonian ‘entangle 
ment’ strategy which was aimed at en¬ 
meshing China in a web of global insti¬ 
tutions and international rules on a range 
of issues from non-proliferation lo re¬ 
gional security lo environmental protec¬ 
tion to human rights, ft was also expected 
to icssist the strategy of strengthening the 
economic and political forces which arc 
gradually changing Chinese society. 'Ilic 
‘unpredictable' rising power would thus 
become inoie amenable to international 
norms and become a law abiding entity 
on the global stage. Indeed, over the lust 
decade, the PRC has made sustained and 
determined efforts to project its role as a 
responsible and rcs|ron'- ivc jiower m world 
affairs. In many ways, therclorc, the ‘new 
deal’ marks the end of the post-Kosovo 
crisis in Sino-Ainerican relations and the 
inauguration of a new chapter in their 
relationship. There is no dearth of irony 
in Sperling’s statement at the conclusion 
of the 'new deal’, "It is a win for US jobs 
and exports. It is a win for China’s cco- 
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nomic reforms. It is a win for our global 
economy.” 

The actual agreement runs into more 
than 500 pages - and it is obvious that 
a more accurate and nuanced cumprehen- 
.sion will be possible after it has been made 
available, which in all probability is not 
likely to happen till China has concluded 
bilateral agreements with all WTO mem¬ 
bers. Till then, and in the coming period, 
wc arc likely to witness both governments 
providing their own interpretations of the 
agi ecment, refuting charges of having made 
unpalatable concessions and selecting 
those aspects for public di.scussion which 
arc to their advantage. However, the high¬ 
lights of the agreement which were an¬ 
nounced afterwards provide a fairly clear 
initial picture of who gains what, how 
much and how the two parties stand vis- 
a-vis each other. The significant aspects 
of the ‘new deal’ include: 

- China will cut import duties from an 
average of 22.1 per cent to 17 per cent. 

- China will eliminate export subsidies. 
-- China will make even greater reduc¬ 
tions on agricultural items of particular 
interest to the US. 

~ China will establish large and tariff-rate 
quotas for wheat, corn, rice and cotton 
with a substantial share reserved for 
private trade. 

- .State trading for soy oil will be pha.sed 
out. 

- China will allow 49 jrer cent foreign 
ownership in telecommunications firms 
immediately, rising to 50 per cent after 
two years. The US had been pressing 
for foreign majority ownership. 

- American companies can provide .auto- 
finuncing. 

- Foreign hanks would be able to conduct 
yuan business with Chinese firms two 
years after China's entry to WTO and 
retail business after five years. 

- New access foi US insurance compa¬ 
nies as also for computer services, busi¬ 
ness consulting, accounting, advertis¬ 
ing and financial information services. 

- Distribution rights for US exporters. 

- China will increase imports of foreign 
films on u revenue sharing basis, to at 
least 20 films a year. 

- The US has committed itself to remove 
special provisions to stop surges of im¬ 
ports from China. Its special “anti- 
import surge rule” will be phased out 
within 12 years of accession and special 
anti-dumping measures will be removed 
within IS years. 

- The US has backed down from its de¬ 
mand that quotas on Chinese textile 
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exports remain until 2010. They will 
end in 2005 but with the “anti-import 
.surge" mechanism for a further four 
years to prevent a flood of exports. 

- The agreement however docs not 
secure China's Normal Trading Rights 
(NTR)status as a major US trading 
partner. 

The signing of the ‘new deal’ is, how¬ 
ever, only the first step in the process of 
eventual full-fledged membership. The US 
Congress has to approve the deaf which 
will be first considered by the House Ways 
and Means Committee. If this committee 
considers that US commercial interests 
would be protected and expanded - which 
both Barshefsky and the US National 
Economic Council Director, Gene 
Sperling, endorsed in the most categorical 
terms in their post-agreement press con¬ 
ference - and that China would not be in 
a position to renege on its commitments, 
then only would it argue for swift imple¬ 
mentation. Even then, the Congress is no 
pushover and its relations with the presi¬ 
dent are certainly not of the best. The 
pa.ssagc of the NTR status is thus not the 
certainty that the euphoria generated by 
the signing of the deal seemed to imply. 
At the signing ceremony, however, 
Sperling pledged that ''Ambassador 
Barshefsky and myself, and most impor¬ 
tantly our president and vice-president, 
will commit themselves to doing every¬ 
thing in their power to help ensure China 
does get permanent, formal NTR status”. 
That is undoubtedly going to be upper¬ 
most in the minds of the Chinese leaders. 
As John Foarde, vice-president of the US- 
China Business Council put it, “(0)n the 
surface it is fantastic news, but in some 
ways the battle is just starting". In fact, 
a look at some US-China trade statistics 
lends an obvious though much less high¬ 
lighted dimension to the entire deal. The 
US insistence on admitting China to the 
WTO only under the “right commercial 
conditions” has been based on the 
realisation that the current US-China trade 
relationship from the .standpoint of the 
“future economic health” of the US was 
simply “unsustainable” and that the very 
future of the US economy was at stake. 
Since 1989. the US tradedcficit with China 
has .soared from $ 3 billion to $ 40 billion; 
from 1985 to 1996, US exports to China 
grew three times while imports from China 
grew 13 times; US trade deficit with China 
in January 1997 was $ 3.7 billion - this 
is an increase of 41 per cent over Decem¬ 
ber 1996; in January 1997 imports from 
China were up 18 per cent and US exports 


to China were down 28 percent. Undoubt¬ 
edly, it would be in the US national in¬ 
terests to deal with a China which plays 
by the rules of “our global economy”. 

Furthermore, separate agreements will 
have to be concluded with the other key 
trading partners including Canada and the 
European Union. To be sure, this will nut 
be more difficult than it was with the US 
and the momentum of this deal would 
go a long way, but the remarks by the 
European delegation which visited China 
at the end of October were not very positive. 
The road is thus both long and winding 
and with the Seattle talks looming ex¬ 
tremely near, it seems rather unlikely that 
China could complete all the necessary 
formalities before the end of the year. The 
year had begun on an extremely deter¬ 
mined note as the PRC sought to reach 
bilateral agreement with other WTO 
members. It conducted a scries of consul¬ 
tations with Australia, Canada, the Euro¬ 
pean Union, Uruguay, India, Costa Rica 
and Japan. There is however a great deal 
of ground to be covered. 

Yet another aspect which seems to be 
somewhat doubtful is the question of 
considering China's status as a develop¬ 
ing country in the WTO. In the past, this 
was yet another controversial i.ssue on 
which the membership question u.sed to 
flounder. In fact, till a couple of years ago 
China u.sed to insist on being considered 
as a developing country, but sub.sequently 
dropped its demand, seeking specific tran¬ 
sition periods in sensitive areas. The ar¬ 
gument was with reference to the reform 
of the state-owned enterprises wher i the 
problems could not be re.solved swiftly. 
Yet, even as the talks were going on, a 
Chinese foreign ministry spokeswoman 
stressed at a press conference on Novem¬ 
ber 12, 1999 that since China is a “uni¬ 
versally” acknowledged developing coun¬ 
try, it should not undertake obligations 
unsuitable for such a status. It should 
therefore join the WTO only as a develop¬ 
ing country. The US-PRC deal however 
docs not provide any information on that 
.score. 

President Jiang Zemin was reported as 
saying that while China needed to enter 
the WTO, the WTO “also needs China. 
Without the participation of China, a 
country with 1.2 billion people WTO is 
incomplete.” Hie advantages to China are 
easily listed; First and foremost, the 
ludicrousness of a country as large and 
populous as China remaining outside the 
most important international trading 
organisation need not be elaborated. 
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Moreover, the importance of actively 
participating in such an organisation as it 
(fashions the rules and regulations of gio- 
bal trade and intercourse and where it 
might be necessary to offer some timely 
opposition, is absolutely clear. Thirdly, 
.sooner or later, the US Congress would 
have to grant the NTR status to China on 
^ apermanent basis. Moreover, Chinawould 
have recourse to the WTO dispute reso¬ 
lution mechanism. There are also hopes 
that foreign investment in the country 
would get a significant boost in the light 
of the recent drop in both investment and 
exports. The official Chinese media re¬ 
ported and responded to the agreement in 
extremely positive and cnthusia.stic terms 
with some words of caution though. A 
front page commentary of the Financial 
News, published by the Central People’s 
Bunk of China, said that the agreement 
would enable “China to mix together with 
the grand world economic tide” and that 
“China would enter a new phase of doing 
things according to international rules”. 
There have been general statements to the 
effect that joining the WTO would be 
bcncricial to the country's economy, that 
its exports and foreign investment would 
accelerate and that its state firms would 
be forced to restructure and “abandon ai ling 
and incompetent products". Other reports 
highlighted the fact that China's trade 
disputes and frictions with other countries 
would be .settled more ica.sonubly and fairly 
and more importantly, would help deepen 
China’s economic reforms and its opening 
to the outside world. 

There were equally significant reports 
which did not quite see all that rosy a 
picture. Reports in Hong Kong cited the 
calculations of the US International Trade 
Commission according to which the im¬ 
pact from the tariff cuts would increase 
the imports faster than the exports and 
cause a deterioration in China's terms of 
trade. There would also be major chal¬ 
lenges with “intensified competition" as 
more foreign companies entered the 
Chinese market and as there was an in¬ 
creased flow of imports from abroad, 
causing difficulties for those engagea in 
the “protected enclaves of the national 
economy”. Experts also anticipate a surge 
in job losses as the state would begin to 
push through the mure difficult reforms 
in the inefficient state-owned enterprises, 
which employ up to 60 per cent of the 
' urban workforce and which would there¬ 
fore as a consequence have to be closed. 
Fear of social unrest began to be expressed 
along with dissatisfaction with the ‘new 


deaf, particularly from the state-owned 
•sector. Reportedly, a number of state- 
owned enterprises have presented 
China's leaders with a letter calling on 
them not to join the WTO. The Beijing 
Youth Daily carried an article which re¬ 
minded its readers of the “painful adjust¬ 
ments in industries and employment" 
experienced by Japan after it had joined 
the GATT. 

There can be no doubt that the reforms 
in the industrial sector have seen many ups 
and downs and the authorities have been 
unable to push through comprehensive 
market reforms in this .sector precisely 
because of the possibilities of triggering 
off social unrest. More significantly, there 
has not been a total consensus within the 
Communist Party on this mutter. Now for 
the first time, the state will have to with¬ 
draw its protection particularly from those 
entcrpri.ses which have been o|)crating at 
a loss. Consequently, the signing of the 
‘new deaf signifies a victory for the 
coalition of the emerging bureaucratic- 
capitalist class within the ruling elite in 
China. This elite hud been wedded to the 
deepening of industrial retorms, in par¬ 
ticular arguing for a more radical reduc¬ 
tion in the role of the capital-intensive 
state-owned enterprises and much luster 
o|icning of the .service sectors. It is this 
group with which Zhu Rongji has been 
identified. When viewed in the context of 
Zhu’s intervention during the talks, which 
was “critical” to the successful conclusion 
of the negotiations, a fairly clear picture 
emerges about the dominant faction in 
Chinese politics today and the nature of 
their reform agenda. It may be recalled that 
followinghis US visit in Apnt,Zhu Rongji 
had come in for a great deal of criticism 
for the kind of concessions he had offered 
to the US. He had receded to the back¬ 
ground in that period and even offered to 
resign in mid-1999 as the post-Kosovo 
radical unti- Americanism gained ground. 
Jiang 2^min however did not accept the 
offer. It can thcrelore also be conjectured 
that Zhu's intervention as also the degree 
of Chinese concessions in the November 
talks had the sanction of the Chinese 
president. 

It is not only the industrial sector and 
the urban areas which are going to ex¬ 
perience the fall-out of the entry of foreign 
producers and imports. Considerable pres¬ 
sure is also likely to be felt by the agri¬ 
cultural sector. China's agriculture is most 
unevenly modernised; it is also a sector 
which has experienced shrinking of arable 
area under grain cultivation. China is in 


fact a net importer of grain and the price 
of grain in the rural areas is higher than 
in the international market. Over the last 
decade there has been a steady rise in 
unemployed and laid-off workers - 
China's ugriculturai sector cannot afford 
to add to the ranks of the rural unem¬ 
ployed; that would result in a greater 
migration towards the cities in search of 
jobs and employment. The consequences 
for China's already strained six'ial .secu¬ 
rity .system can only be imagined. 

Tile impact of China's entry into the 
WTO IS likely to be as far-reaching and 
destabilising, in the initial years at any 
rate, as the initiation of the economic 
reforms at the Third Plenum. It is going 
to be a tremendous challenge for C'hina, 
particularly in the context of the two over¬ 
arching rcquiicincnts for membership; 
conversion to a fully functioning market 
economy and a fully operational and 
enforceable rule of law. Over and above ’ 
this, it will have to by and large conform 
to a global regime where trade and com¬ 
merce would lie dictated by the western 
capitalist bloc of nations. The transition 
costs, which arc unlikely to be anything 
but painful, would be borne in the main 
by those whp have already been at the 
losing end of the market reforms, vi/., the 
lower peasants and the urban stale-owned 
enterprise workers. It is also likely to lead 
to greater factional tension within the Party, 
even as it appears quite clear that the 
concerns of those who had not been very 
favourable to enterprise reforms arc not 
likely to be accommodated. Post-Mao 
China's long march to the WTO may well. 
prove to be the first step of yet another 
lung march. 

A recent development which con.stitutc.s 
an interesting postscript to the ‘new deal' 
discu.s.sed above, and which i ndeed carries 
the theme of ‘deals’ one step further, is 
that between the U.S and China in the 
aftennath of the Scuttle talks - though dial 
may well be sheer eoincideticc. It has 
nothing to do with the WTO hut rather 
with the matter of compensation that each 
side owed to thcothcr-the US for bombing 
the Chinese embassy in Yugoslavia and 
the China for the damages to the U.S 
embassy in Beijing, in the wake of angry 
anti-American protests. The U.S has agreed 
to pay a hefty $ 28 million and ihe Chinese 
in turn have agreed to pay $ .1 million! At 
the time of writing, no further details were 
available. It is therefore not clear what the 
future of the initial Chinese demand for 
an apology by the US is likely to be. It 
is {Hvssible that the Chinc.se may have 
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decided to keep it on the back burner just 
as it seems unlikely that they would give 
up that demand altogether. What is clear 
is that in the Chinc.se view this is not the 
time to press for it. 

This of course recasts the entire problem 
in a different light. The Chinese postures 
and behaviour appears to be increasingly 
upholding the realistic or neorealistic view 
ufinicmational/power politics, which gives 
material interests an unprecedented cen¬ 
trality in China’s Weltanschauung. And 
those interests are being pursued with 
determination, one aspect of which is to 
strike deals whenever possible. As indi¬ 
cated earlier, once the decision to join 
global economic and financial institutions 
became irrevocable, it implied that .sys¬ 
temic or ideological catcgorie.s or posi¬ 
tions were no longer valid, or even re¬ 
levant. This is supported by the recogni¬ 
tion that this is indeed a unipolar moment 
in international relations. The duality of 
‘contention and collusion' in the PRC's 
relations with the unipolar/hcgcmonic 
power, which has not been very easy to 
resolve, has in one sense been tackled. The 
contention will have to give precedence 
to co-operation, if not collusion. Thus 
even at the height of the widespread anti- 
American protests in China, the official 
stand of the Chinese government was low 
in rhetoric and strident overtones, once a 
charactcri.stic feature. Thedtxrr to opening 
negotiations with the US was always kept 
open. Upon these negotiations depended 
further, more significant issues, such as 
the aga'cment on the WTO, which was 
clearly upjxrrmost in the PRC s globalising 
agenda. Which is also why, despite a fair 
amount of resistance from influential 
sections in the party and government to 
the 'concessions’ that China was willing 
to make, the deal with the US was virtually 
pushed thiough. 

I he ■$ 28 million deal, coming virtually 
on the heels of the violent and inconclu¬ 
sive end to the Seattle talks, also reveals 
the duality inherent in the US attitude 
unva' (1:. Chin.i. This duality emerges from 
the neo-realkst paradigm mentioned ear¬ 
lier. .'\t one level, us the sole superpower, 
the US docs not perceive China as a global 
ideological rival, but, more realistically, 
a strong regional power, which can, if it 
.so chooses, effectively block or support 
global accords and treaties and generally 
constitute an irritant which needs to be - 
and indeed can be - constrained. At the 
other level, despite this awesome power, 
the arrogance that goes with it is tempered 
by the realisation that a ‘co-operating and 


colluding’ China, with which it appears 
to have a policy of ‘entanglement’ or 
‘constructive engagement’ is infinitely 
more to be desired. This policy is likely 


THE failure of the World Trade 
Organisation’s much-hyped mini.sterial 
conference can be blamed on the position 
taken by the US government which in¬ 
sisted on pampering the labour and en¬ 
vironmental lobbies with an eye to the 
upcoming presidential elections and on 
the lack of unison between the former 
gotxl partners, the EU and the US; but it 
is also attributable to the revolt of the 
developing and least developed nations 
again.st the way the process had been 
handled and how their demands for re¬ 
solving the problems of implementation 
of the WTO agreements, including chang¬ 
ing some of the rules, had been di.smissed 
by the major trading partners, who pushed 
their own agenda comprising subjects such 
as investment, competition, government 
procurement, labour and environmental 
standards. The developing countries 
showed that it is no longer the US and the 
EU that can set the trade agenda for the 
WTO and that their concerns had to be 
taken into consideration. 

The inability of the EU (backed by 
Norway, Switzerland and Japan) and the 
US (which backs the Cairns group posi¬ 
tion) to find a common ground on agri¬ 
culture was their Achilles’ heel. On the 
la.st but one day of the meet tlic EC. which 
had come to an agreement with the US 
on biotechnology, was forced to back out 
because it was opposed to by the ministers 
of the 14 EU countries. The fact that the 
two trading giants, the EU and the US, 
who had previou.sly been united on a 
common agenda at GATT, could not see 
eye to eye and bridge their differences has 
been considered by some as the main reason 
for the collapse of the Seattle conference. 

However, the collapse was to a great 
extent also due to the last minute letters 
of protest by the African countries, the 
Caricom countries and some Latin Ameri- 


to be pursued with greater vigour in view 
of the chaos that prevailed at Seattle. China 
would therefore have as much use for the 
US as the US has for China. 


can countries again.st the non-democratic 
and opaque nature of the WTO system and 
its manipulation by the major powers, 
slating their refusal to give their consensus 
to a ministerial declaration as worked out 
by chairperson Barshefsky and the WTO 
secretariat. That was the last straw and 
Barshefsky realised that the draft decla¬ 
ration would not be accepted by develop¬ 
ing nations, which would have been more 
media explosive than letting the meeting 
collapse. 

According to the major players in the 
African group (Kenya and Egypt), they 
were opposed to what has come to be 
known as the ‘green room process’ whereby 
the vast majority of developing countries 
were excluded from meetings discussing 
major issues on the agenda and only a 
few influential developing countries were 
invited to participate and have their say. 
The African ministers is.sued a strong 
statement that there was “no transparency’’ 
in the meeting. They were generally ex¬ 
cluded on issues vital to their future, 
whereas they were intent on being a part 
of the process. India was one of the 
countries invited to attend. Egypt and 
Kenya, however, sent only observors in 
protest against the exclusion of the 
majority ofthe developing countries, lliey 
will be pushing for procedures for greater 
transparency in the declaration process in 
future WTO talks on the post-Seattle 
agenda before they agree to anything else. 
According to the Kenyan ambassador, 
K Rana, “We had spent many monthscare- 
fully preparing our position papers and 
therefore this failure has disappointed us. 
However in order to protect our future 
interests we must have transparent proce¬ 
dures in place.” 

At Seattle developing countries have 
been able to join hands and ward off the 
threat of linkage of environmental and 


Revolt of Developing Countries at Seattle 

Sheila Mathrani 


The failure of the WTO ministerial meeting at Seattle was not a little 
due to the revolt of the developing countries, and specifically the 
least developed among them, against wlmt has come to be known as 
the 'green room' process under which the large majority of these 
countries are excluded from meetings addressing major issues. 
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labour standards with trade. This was 
thanks to US president Bill Clinton’s 
interview to a Seattle newspaper in which 
he said that one day sanctions could be 
imposed on thedefaultingcountries, which 
caused developing countries to unite on 
the issue. However, the US will not give 
up that easily, as reports from Washington 
show. Towards the end of the meeting it 
was reported that the po.sition of some 
developing countries to the fanning of a 
working group or working forum on trade 
and labour was weakening, but Malaysia 
and India stood firm. Minister Murasoli 
Maran was adamant that he would not 
budge from his stand. 

The position of the developing coun¬ 
tries had begun to become more coherent 
in Geneva after the last mini.sterial meet¬ 
ing in Geneva in May 1998, during the 
pre-Seattle process. During the prepara¬ 
tory process, developing countries came 
together in what is called the like-minded 
group (LMG), exchanging approaches on 
current issues, sharing information and 
prenaring common papers despite politi¬ 
cal differences and keeping an open 
window to other developing countries. 
(India belongs to the LMG.) What brought 
them together was their perception that 
they had lost out in the past and their 
awareness of the dangers in the future. 
They presented more than half of the total 
numter of 250 papers that the WTO 
secretariat received by way of preparation 
for .Seattle. They called for the implemen¬ 
tation of existing agreements. The US 
refu.sed to have anything to do with this 
for, according to the US ambassador to 
the WTO Rita Hayes, it would entail 
opening of existing agreements that “are 
finely balanced”. 

Whether the developing countries will 
be able to keep up this unity is difficult 
to envisage but having tasted blood they 
might feel more emboldened. It is impor¬ 
tant that developing countries should 
continue to remain united in as many 
groups and as large numbers as possible, 
with not only technical co-operation but 
political unity to be strengthened. Special 
efforts will be needed to do so. with 
information flows between them, together 
with transparency of actions and opinions, 
even if they differ. 

It is important for India to strengthen 
its Asean and Saarc ties. The fact that India 
and Pakistan differed on a Saarc agree¬ 
ment this year at Seattle upset many of the 
Saarc countries. These countires were 
surprised at the sudden politicisation of 
trade, as was learned by this correspon¬ 


dent from senior delegates of the con¬ 
cerned countries at Seattle. They pointed 
out that even in 1998 the Saarc declaration 
was worked out in a good atmosphere 
between the May 11 Indian nuclear test 
and the Paki.stani test. Comparing the 
speeches by the Saarc chief representa¬ 
tives at Seattle, it is evident that their 
agenda was similar to that announced by 
India at Seattle. 

As this goes to press, the EU ’ s president. 
Romano Prodi, and the US president met 
on December 17 and agreed that .some of* 
the less controversial issues left on the 
table at the failed WTO Seattle meeting 
could be settled without a new meeting 
of trade ministers. According to officials, 
it will help build momentum toward re¬ 
starting the talks on the tougher questions, 
such as European agricultural subsidies. 
Part of a twice-a-ycar consultation be¬ 
tween the two trading powers, both said 
that the WTO could o|^>erate more in the 
open, that thcry were heading towards 
agreement for the quicker release of con¬ 
fidential WTO documents at .Seattle. 

Another step that the two powers de¬ 
cided on at the December 17 meeting was 
aimed at getting developing countries 'on 
board’ for a new round. At Seattle the 
LDCs sought relief from quotas and tariffs 
to hclpexport to the richer countries, which 
the US and the EU decided to proceed 
upon within the ‘Quad’ group of coun¬ 
tries. According to the press statement, 
they also agree to helpdcvcioping countires 
that have had trouble implementing trade 
agreements from the last global round of 
negotiations. Both trading powers feel that 
the social agenda they put furwaid at Seattle 
remains as important as ever. 

lndia’scommerceminister,Maran,madc 
a strong statement at Seattle calling for a 
positive agenda that is trade-related: market 
access should be based on equity. Ad- 


dre.ssing the plenary sesition, Maran stated 
that “Only if our approach is devclop- 
ment-centric, can our work programme 
act as a facilitator for accelerated growth 
of developing countries. Therefore every 
step we take in the direction of trade 
liberalisation should ensure re wardsin the 
form of larger markets and greater trade- 
flows for all - let welfare gains benefit 
everyone on the planet and not a mere 
fortunate few.” A multilateral framework 
on investment is unncces.sary and not 
desirable, India felt. The central theme of 
any negotiations should be to focus on all¬ 
round development capable of eradicating 
poverty, stated Maran, for “economic 
integration cannot advance if the interests 
of the p(x>r are left bc'hind”. 

Calling on developed countries to 
eliminate export subsidies and other trade 
distortive .suppmt, Maran cautioned that 
future negotiations in agriculture must not 
in any way limit the flexibility of large' 
rural agrarian economics to support and 
protect their domestic production as well 
as achieve the objectives of fixKl security 
and rural employ merit. The liulian economy 
was being opened up to foreign invc.st- 
menl in a transparent manner and “we are 
committed t(i pnigressive economic re¬ 
forms and liberalisation in our own inter¬ 
est and according to our own judgment 
and pace”. 

Mura.soli Maran said that India was fully 
committed to the observance of labour 
standards and cherished all the values of 
democracy and workers' rights. However 
it had been decided at Singapore that 
labour-related issues belonged to the ILO 
and "India resolutely rejects renewed 
attempts to introduce these in the WTO 
in one fonn or another. Any further effort 
will cau.se deep divisions and distru.st that 
can only harm the formation of a con.sen- 
sus on our future work programme." 


EPW Online 

EPW is now available online at 

hUp://www.epw.org.in 

EPW online has been developed and is being maintained by Invc.strnent 
Research and Information Services Ltd (IRIS), Mumbai. 

EPWhas been available online for some lime on an experimental basis at 
http://www.south-asian-initiative.arg/epw. This was made possible by 
help from Cents, Canada, which is gratefully acknowledged. EPW 
continues to be available at this site as well. 
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lM:iiie UDiquitous n^nemy 

Gautam Navlakha 


The reasons for armed conflicts within India must be sought in the 
political economy of India, particularly in repression and injustice by 
the government. For no matter what the designs or capabilities of an 
external agency, it would not find recruits among a citizenry assured 
of its rights. The Indian government's on-again-off-again ISJ-mongering 
is chiefly an attempt to feed fear p.sychosis to prepare for the war with 
the ‘enemy within'. Sadly, the 'free' media is a willing dupe in this 
con game. 


THE spurt in news items related tu 
Pakistan’s ISI conjures up an image of its 
involvement in wide-ranging violent activi¬ 
ties in India. If these stories arc true, then 
what stands out is the incompetence of the 
government of India which has failed to 
neutralise ISI, despite having spent tens 
of thousands of crorcs on ‘internal secu¬ 
rity’, proliferation of para-military forces, 
intelligence agencies, counter-insurgency 
groups, bureaucracy, consultants, etc. 
Instead of examining its failure, the govern¬ 
ment. and the media (with a few honourable 
exceptions) acting as ‘force multiplier’, 
have been waging psychological war¬ 
fare against citizens. In the first place 
through fanning insecurity. And secondly 
using It to arm itself with more repressive 
powers. And even when there is accretion 
in powers it would be propagated that 
these are inadequate and more are re¬ 
quired. Another mund of ISI bashing will 
then ensue. There is reason for this scep¬ 
ticism. It is the government which first 
mounts a propaganda war against LSI and 
then becomes silent until the next phase 
le.st the public start asking uncomfortable 
questions. 

This agency hit the headlines in the 
1980s during the Punjab crisis. By 1992, 
the focus shifted to ISPs role in Jammu 
and Kashmir where, by 199.^-94, it gradu¬ 
ated from supporting militancy to fighting 
a ‘proxy war’. Thereafter militants in the 
north-cast supposedly came under its 
influence. Demolition of Babri masjid and 
the anti-Muslim pogroms saw an increase 
in rumours about ISI. Some of the.se were 
truly astounding. For instance, the then 
army chief accused ISI of paying Somali 
warlords to attack Indian troops. The 
beating of civilians by army .soldiers in 
Secunderabad in February 1995 was pa.sscd 
off as being the handiwork of ISI. And 
worse, the murder of a BJP leader in 
Hyderabad in 1993 was attributed to ISI 


when his own wife pointed an accusing 
finger at his party colleagues. However 
three Muslim youths, the alleged killers, 
were shot dead in police ‘encounter’ {ETW, 
February 18 and 25,1995). And each new 
story about ISI was accompanied by a step 
up in military response tu deal with do¬ 
mestic problems, and encouraged com¬ 
munal-fascists to attack the minorities, 
ironically, giving the ISI more fertile 
ground. The past 18 months arc no dif¬ 
ferent. , 

Through most of his tenure as the union 
home minister, L K Advani struck an 
alarmist note about the ISI and its activi¬ 
ties. And promised a white paper. Parlia¬ 
ment sessions came and went but the report 
was still in the making. Throughout this 
period stories were leaked, attributed to 
unnamed sources, about this or that acti¬ 
vity of the ISI. A draft of sorts was pre¬ 
pared and circulated to the parliamentary 
consultative committee connected to the 
ministry of home affairs. It .spoke of .se¬ 
curity related expenditure due to ISI 
amounting to Rs 64,000 crore. According 
to this draft 29,151 civilians and 5,101 
.security personnel were killed, explosions 
caused loss of Rs 2,000 crore, etc. There 
were problems with such accounts. The 
parliamentary committee had expressed 
.serious reservations about the ministry’s 
‘inadequate replies’, failure to offer ‘spe¬ 
cific details’, and admonished the minis¬ 
try from using the ISI as an ‘alibi’ for 
everything that happened {EPW, October 
3, ‘Insecure Foundation of Security’). 

Even otherwise, the draft was full of 
infirmities. Everything was being blamed 
on the ISI when it was not made clear at 
what point or how ISI activities began in 
India? What was the extent or nature of 
support? If the origin and cause of the 
rebellion were not located in the political 
economy of India, then by what stratagem 
were the ISI able to persuade people to 
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tent? It was also not clear how the figures 
touted had been arrived at. As a result the 
MH A draft smacked of an attempt to mask 
government of India’s role in causing 
discontent which led to armed rebellion, 
by conveniently shifting the blame on to 
an external agency. 

But then, as suddenly as the ISI-behind- 
every-incident theme appeared, it also went 
out of fashion. Stxin after prime minister 
A B Vajpayee’s Lahore visit in February 
1999, ISI became a non-threat. None other 
than union home mini.ster went on record 
to assert that there are no ISI bases in 
India, and that there are “individuals 
acting on behalf of ISI”. But also added 
that the government was “quite capable 
of tackling them”. The white paper on ISI 
was quietly buried. That is until the second 
half of July, once the ‘limited war’ ended 
in Kargil, it was once again free for all. 
For instance. ISI was accused of being 
behind the hacking to death of seven 
persons in the remote village of Binauli 
in HP’s Baghpat district on August 21. 
This was front page news but the denial 
by the local administration the next day 
was pushed to the inside page. Similarly, 
BJP’s allegation that the Darbhanga firing 
on July 17 in which 25 persons died was 
‘a well planned conspiracy hatched by the 
ISr received much publicity from an 
obliging media. 

The ISI was blamed for the train bomb¬ 
ing near Siliguri, but the probe .so far 
indicates that ISI may after all not be 
involved. Throwing aside caution. Major 
General B P Bopanna, GOC, 21 Mountain 
Division, claimed that madrasas located 
in Nalban and Barpeta districts of lower 
Assam as also in the south Barak valley 
were engaging in ‘anti-national activity’. 
This unqualified claim made it out as 
though all the madrasas were engaged in 
this. But on August 5, Lt General Shekatkar, 
GOC. 4 Corps, .said there were 100 ISI 
agents operating from Assam and they 
were backed by ULFA and Boclo mili¬ 
tants. Now this delimits the threat dras¬ 
tically. But the earlier statement was never 
retracted. Of course on August 7, Prafqlla 
Kumar Mahania asserted that ISI was in 
league with ULFA and was dreaming of 
setting up a new Islamic slate in the north¬ 
east. This was the first time such a dis¬ 
closure was made. If there is any evidence, 
the state government ought to have pro¬ 
vided it. But this remark was made at an 
election meeting and, therefore, the very 
next day the Assam CM was ready with 
his denial. 


3570 


Economic and Political Weekly December 18, 1999 



The other aspect is the exaggeration and 
one-upmanship at work among official 
agencies. In an Assam-West Bengal joint 
operation, Indian cops entered Bangladesh 
from Cooch Behar and went 207 kms to 
Rajshahi and ‘took delivery’ of a consign¬ 
ment of 30 kg of RDX. The diplomatic 
faux pas was sought to be covered with 
the usual disclaimer. But more interest¬ 
ingly Delhi police claimed to have seized 
two consignmenu of 50 kg and 10 kg of 
RDX, and another 3.5 kg of RDX was 
reportedly recovered from Muzzafarnagar 
district in UP. But how accurate are these 
reports? If it is possible to estimate how 
much RDX is produced by various coun¬ 
tries, deduct what can be estimated to be 
‘legitimate’ requirement, then the surplus 
may be assumed to be for sale. From that 
it is possible to determine whether such 
huge consignments are real or exagger¬ 
ated. How much could still be hidden. For 
all we know, the total of such amounts 
could be beyond Pakistan’s manufactur¬ 
ing capability. And as a general alert has 
been sounded about ISI, various police 
forces and agencies arc competing for 
their share of credit and reward. 

This is true of the media too. One 
newspaper claims Nepal is a big centre for 
ISI operations against India, another 
focuses on Bangladesh as centre of ISI 
activities. The use of a hotel’s name in the 
case of Nepal (The Pioneer, August 29) 
is .supposed to lend authenticity, but in 
1994 similar leak about a Nepalese bank 
(The Economic Times, March 4) which 
was allegedly a conduit for ISI funds was 
refuted and nothing has been heard about 
it since. What is interesting is that sources 
for both arc unnamed nfFicial.s. If these 
documents are confidential, then there is 
something that is sought to be hidden. 
Why else would there be selectively leaks 
about ISI, if GOI has credible information 
in its possession. This selective leaking of 
unvcrinable ‘raw data’ through obliging 
media is meant to fuel tension and appre¬ 
hension which can be exploited for elec¬ 
toral gains. Now it is alright fur the news¬ 
paper to ferret out information, but there 
is need to exercise caution while using 
unvcriflable information especially when 
officials are reluctant to be identified as 
the source and therefore, be held account¬ 
able for its corroboration. 

The point is that it is easy to feed fear 
psychosis by giving out unsubstantiated 
news which allows the Indian government 
to escape its culpability in the making of 
the crisis and pass the buck to an outside 
agency, whereby a section of citizens is 


turned into an enemy. But it also makes 
government appear thoroughly incompe¬ 
tent within the logic of its own creation. 
Because with 17 lakh armed personnel 
at its command, a plethora of black laws 
including power of preventive detention, 
compliant judiciary, pliable media, and 
an appetite for augmenting the repres¬ 
sion .strength at its command all that the 
government has achieved is enabling 
domestic conflicts to transit to the status 
of ‘proxy’ war and armed rebellion. To 
be indifferent to a proven record of re¬ 
pression, injustice, and fuelling of anxiety 
among the minorities, women, and chil¬ 
dren is to encourage tyranny. It is not 
difficult for jingoists to seize this oppor¬ 
tunity to spread hatred and sow divisions 
when the government and weak-kneed 
media help vitiate the atmosphere. (Con¬ 
sider how the media has through its 
silence acquiesced in the witch-hunt 
mounted against the reporter and edi¬ 
tors of two magazines summoning them 
to appear before an anny court knowing 
fully well that, unlike Pakistan, the mili¬ 
tary in India has no jurisdiction over 
civilians.) 

Does it mean there is no ISI? All it 
means is that ISI will fish in troubled 
waters or exploit domc.stic strife, some¬ 
thing which India's RAW does too (it 
also trained anned groups such as LTfE). 


But just as most Indians will recoil at the 
idea of being held responsible for causing 
the sectarian and ethnic .strife in Pakistan 
or Sri Lanka, it is equally true that the 
responsibility for conflicts and internal 
wars going on in different parts of the 
country rests on the Indian government. 
Because their orign is located in internal 
political processes and misgovcmance. 
Therefore, it might be better to inter¬ 
rogate why and how discontent fc.stcrs 
into armed conflicts, and explore ways in 
which the Icgitinialc demands of discon¬ 
tented people can be resolved through 
negotiations. If ISl prospers, which the 
ministry of home affairs unashamedly 
claims is the ca.se, it is becau.se the Indian 
government docs not want to accept the 
internal basis of the conflicts. It is an 
obvious fact that the best form of security 
is provided when people are assured a life 
in which their dignity and liberties arc 
secure. 

Postscript: The union home minister 
has stated that while the draft on ISI is 
ready it will not be presented in the winter 
session because his ministry is waiting 
for the report of the official commillcc 
inquiring into the ‘limited war’ in Kargil 
Presumably, the official committee will 
lend its wciglii to the ideological under¬ 
pinning about the ISI and the ‘enemy 
within’. 


REVIEW OF INDUSTRY AND MANACJEMENT' 
November 27, 1999 

Economic Reforms and Foreign Trade Policies: Case Study 

of Apparel and Machine Ttxils Industries — Shuji (Jehikawa 

Foreign-Controllcd Manufacturing Firms in India: 

Long-Term Trends — Simia Athrrye 

Sandeep Kapur 

Modem and Indigenous Perceptions in Small Knterp>’iscs — Jan ttrouwer 

.Small-Scale Industries in West Bengal, 1971-97: 

Data Analysis for Study of Growth - - Kobin Mukherjee 

Pranab Kumar Das 
Uttain Kumar Bhattacharya 

Labour Market under Trade Libcralisatir.i in India: 

Some Issuc.% Concerning Reallocation — Deepika Chakravarty 

-Management Education: A Critical Appraisal — Bernard D'Meilo 

The Review uf Industry and Management appears as a supplement to the la.st 
i.ssues of February, May and Novetnber. 

For copies write to 
Circulation Manager 
Economic and Political Weekly 
Hitkari House, 284, Shahid Bhagatsingh Road, Mumbai 400 001 


Economic and Political Weekly December 18, 1999 


3571 




Priority SectorBankLending: HowUseftil? 

K M Shajahan 

Has the expansion of the scope of priority sector bank lending 
actually resulted in the greater availability of credit to the priority 
sectors of the economy? An examination of relevant data in regard to 
two aspects of priority sector bank lending: impact of the continuing 
widening of priority sector in its share in hank lending: trend in the 
share of priority sector in total hank lending. 


I 

THE basic approach followed by RBI 
regarding priority sector lending during 
the post liberalisation period was to 
broaden the scope of priority sector lend¬ 
ing by public sector banks to add totally 
new areas under the umbrella of priority 
sector and thereby to encourage diversion 
from direct priority sector lending. The 
idea was obviously to allow banks to fuird 
the target of 40 per cent of their total 
advances as priority sector lending (as 
stipulated by the RBI), without having to 
lend directly much more to those areas 
included in the priority sector as defined 
before (.see Shajahan 1998a). 

The share of priority sector in total 
advances by public sector hanks was on 
the decline between 1991 and 1996; the 
decline in their share was from 40.9 per 
cent to 37.8 per cent. In 1997 the target 
of 40 per cent was crossed by the banks 
when the figure reached was 41.7 per cent 
as against 37.8 per cent in 1996. In 1999, 
advances to priority sector by public sec¬ 
tor banks went up to 43.5 per cent, well 
above the target of 40 per cent (Tabic 1). 
We have to remember, however, that the 
priority .sector in 1999 was a much larger 
sector than the one in 1991 and unfortu¬ 
nately we do not know what proportion 
of this was for the priority sector of 1991. 

It is difficult to say therefore if the share 
of priority sector of 1991 would have 
increased during this period; if so, by how 
much. To the extent the increase in priority 
sector's share as accounted for by the areas 
newly included in the priority sector 
because of the widening scope of priority 
sector lending, we have to examine how 
the banks went about it. Did the banks park 
more funds in the newly included areas 
to make gtxx] the shortfall in priority sector 
lending'.’ Had priority sector’s definition 
remain unchanged? To what extent the 
banks resorted also to even diversion of 
advances from areas already in the priority 
sector to areas newly included? Further 
widening of the priority sector was done 
by RBI on a substantial scale during 
1997-98 and 1998-99. That the share of 
priority sector lending by public sector 
banks has also gone up during these four 


years could well be the result of such 
widening. 

In 1997-98 ‘Indirect Finance to Agricul¬ 
ture’ under priority sector was widened by 
classifying finance extended to State Elec¬ 
tricity Boards (SEBs) for system improve¬ 
ment scheme in rural areas under Special 
Project Agriculture (SI-SPA)of Rural Elec¬ 
trification Corporation (REC). Further, as 
against the earlier stipulation to treat bank 
advances to toad and water transporters 
owning not more than six vehicles to be 
financed for purcha.se of vehicles as pri¬ 
ority .sector advances, the limit was in¬ 
creased to road and water transporters 
owning not more than 10 vehicles. The 
ceiling on bank advances for housing in 
rural and .semi urban areas under priority 
sector lending was raised from Rs 3 lakh 
to Rs 5 lakh. In December 1997, the defi¬ 
nition of SSI sector under priority sector 
advances was widened substantially by 
according an industrial unit having invest¬ 
ment in fixed assets in plant and machin¬ 
ery up to Rs 3 crorc: The investment limit 
of 'tiny enterprises' was raised by five 
times from Rs 5 lakh to Rs 25 lakh. During 
1997-98, the Rural Infrastructural Develop¬ 
ment Fund III (RIDF-Il I) was created with a 
corpus of Rs2,5(X)ctore. Banks were allow¬ 
ed to contribute to the fund to the extent 
of the shortfall the banks may post for 
meeting the priority sector lending targets. 

The process of widening the priority 
sector progre.s.sed in 1998-99, when (1) it 
was decided that bank credit to NBFCs 
fur the purpose of on-lending to small road 
and water operators who own a fleet of 
vehicles nut exceeding 10, will be treated 
as prionty sector lending; (2) by including 
loans to software industry, investments in 
venture capital and food and agro-based 
processing in priority sector; and (3) by 
extending RIDF-IV which was created 
with a corpus of Rs 3,000 crorc and by 
allowing banks to contribute to the fund 
an amount equivalent to their shoftfall in 
priority sector lending. 

RIDF Grossly UNonRUTiLisiiD 

RIDF was set up to allow the banks to 
make good the deficiency in meeting the 
priority sector lending target by contri¬ 
buting to this fund [see Shajahan 1998]. 


The objective of setting up the RIDF (as 
explained by RBI) was to see to it that 
enough funds are available to the .state 
governments and state-owned corporations 
to enable them to complete various types 
of rural infrastructure projects. But the 
latc.st figures provided by RBI show that 
the utilisation of this fund is extremely 
poor and that the fund has virtually be¬ 
come a device to help the banks make 
good the deficiency in meeting the priority 
sector lending targets, even though the 
fund itself had little use for additional 
contributions in the form of bank advances, 
becauseofitsgro.ssundeiutilisation.Table 2 
give.s the details regarding the utilisation 
of RIDF funds between 1995-99. 

Table2 .shows that the utilisation of RIDF 
funds vis-a-vis sanctions was 84.3 per 
cent in 1995-96. But by 1998-99 the utilis¬ 
ation rate came down sharply to as low as 
4.2 percent. Between 1995-96 and 1998-99, 
out of the total amount of Rs 10,269.8 
crore sanctioned, the utilisation was only 
37 per cent. The reasons cited by the RBI 
for the poor utilisation of RIDF funds are 
"...inadequate budget and flow of funds 
to the implementing departments and 
delays in, among others, completion of 
formulation relating to drawai funds, 
preliminary work in respect of irrigation 
project, land acquisition formalities, ob¬ 
taining forc.st/cnvironmcntal clearance 
from government of India tendering for¬ 
malities, etc" (Report on Trends and 
Progress of Hanking 7995-99, RBI). 
Clearly N AB ARD has failed to ensure that 
the RIDF fund facility was made acces¬ 
sible to states on realistic terms and con¬ 
ditions. The facility of RIDF was retained 
so that it could continue to .serve as an 
avenue for the banks to reach their priority 
.sector lending targets. Between 1995-96 
and 1998-99, RIDF has only served to 
block the flow of Rs 6,472.9 crore (dif¬ 
ference between sanction and disburse¬ 
ment) which would have flown directly 
to the priority sectors of the economy. 

It becomes quite clear that the percent¬ 
age of credit disbursed to priority sector 
as a proportion of advances by banks, 
surpassing the stipulated target of 40 per 
cent does not at all mean that more than 
40 per cent of bank credit was disbursed 
to the original priority sectors of the 
economy. The figure of 43.5 per cent of 
bank credit to priority sector in 1998-99 
was achieved by widening the scope of 
priority sector lending by allowing banks 
to park funds in new areas and also per¬ 
haps by diverting funds from directly 
lending to the priority sector. 

n 

It may be recalled that the RBI in its 
Report of Trend and Progress of Ranking 
in India 1996-97 had stated that "the 
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priority sector advances accounted for 47 
per cent of the total NPAs...” [Shajahan 
1498}. Various experts have argued there¬ 
fore that since the priority sector NPAs 
constitute a very high level of the total 
NPAs, it is high time that sufficieni thought 
be given for finding out ways and means 
aimed at reducing the level of priority sector 
lending. Let us examine to what extent the 
available information on NPAs bears out 
the strictures being passed against priority 
sector bank advances. 

Tabic 3 gives details regarding sector- 
wise NPAs of public sector banks between 
I ‘)9.5-99. From the table it can be seen that 
between 1995-99, while NPAs in the non- 
priority .sector increased by 6.9 per cent, 
.NPAs in the priority .sector declined by 6.3 
per cent. 

Ouring the above period, while priority 
■sector NPAs increased by Rs 2,859 ciore, 
the NPAs in the non-priority .sector increas¬ 
ed by more than four times that of priority 
sector NPAs, to Rs 9,747 crorc. Out of the 
total increase in NPAs of Rs l,L325 crore 
(luring 1995-99, 73.1 per cent was con¬ 
tributed by non-priority sector. The con¬ 
tribution of priority sector NPAs, on the 
other hand, was only 21.4 per cent. This 
IS a clear sign that NPAs in priority sector 
has been declining relatively speaking and 
.NPA.s in non-priority .sector has been 
increasing over the years. The above argu¬ 
ment get.s strengthened w'hcn one consid¬ 
ers the incremental changes in NPA.s in 
the priority and non-priority sectors over 
the years. Table 4 prc.scnts relevant details. 

From Table 4 it can be seen that in 
1995-96. while incrementally non-prior¬ 
ity sector NPAs increased by Rs 1,206 
crore. priority sector NPA declined by Rs 
102 crorc. For all the rest of the three years, 
out of the annual incremental NPA, non¬ 
priority sector NPA accounted fora major 
share with 74 per cent, or Rs 4.501 crorc, 
out of Rs 6,057 crorc of incremental 
increase in 1998-99. The priority sector 
.NPAs accounted fur only Rs 1,423 crore 
or 23 per cent of the total incremental 
increase. From the atiove, is it not suffi¬ 
ciently clear that it is the non-priority 
sector NPAs which accounts for the major 
share of the incremental incrca.se in total 
NPAs of public sector bank.s? The general 
impression that it is the higher level of 
NPAs in priority .sector that has led to an 
increase in NPAs of banks is not sup¬ 
ported by the information put out by RBI. 
h is unfortunate therefore that even RBI 
has become a party to such disinformation. 
On the basis of a study, so-called, in July 
1999, RBI observed that it is the “...higher 
NPAs in priority sector advances” that 
“have pushed up the overall proportion of 
NPAs” of “banks by about 3 per cent to 
4 per cent” (RBI 1999]. 


On the basis of the same study, RBI goes 
on to note that "the higher proportion of 
NPAs in priority sector advances was 
attributed to die directed and pre-appmved 
nature of loans .sanctioned under spon¬ 
sored programmes, absence of any secu¬ 
rity, lack of ciTective follow up auc to 
large number of accounts, legal recovery 
measures being considered not cost effec¬ 
tive, vitiation of repayment culture con¬ 
sequent to loan waiver schemes, etc” [RBI 
1999) are the major reasons for a high 
level of priority sector NPAs. On the other 
hand, it can be argued that jusi the oppo¬ 
site has actually happened. Instead ofhigh 


TABLt 5; SunciKwisE NPAs oi- Pubuc Sutor 
Banks (1995-99) 

(Perceniagfs) 


Year 

Priority 

Sector 

NPA 

Nun-Priority 

Sector 

NPA 

Gross 

NPA 

1995 

50.0 

46.5 

19.5 

1996 

48.3 

48.2 

18.0 

1997 

47.7 

49.0 

17.8 

1998 

46.4 

.50,6 

16.0 

1999 

43.7 

53.4 

15.9 

1995-99 (+)/( 

-) -6.3 

+6.9 

-3.6 


XoMriv: ('omplied fioin Report m Trend and 
Progirys of Banking in India, RBI 
(various >ears). 


Tabu. I: pRiounv SEcmR Ahvancbs n\ Public Si-nos Banks in India (1991-99) 

(R.\ crorr) 


.Sector 

1991 1992 1993 

I9‘M 1995 

1996 1997 

1998 1999 

Total priority 

42(W3 44995 47848 

.53197 .52525 

69«N 79131 

91.319 I072(X) 

sector advancs 
Shnnfall ore!(cc.ss 
from target of 

40 per cent in 

(40.09,• (39.3) (35.9) 

(.37.8) (38.6) 

(.37.8) (41.7) 

(41.8) (4.3.5) 

pcieentage 

+ 0.9 -0.7 -4.1 

2 8 -1.4 

-2.2 +1.7 

+ 1 8 +.3.5 

Net 

102959 114.502 11.3231 

140*114 169038 

184.391 189684 

218219 246203 

Credit 

(100.0) (l(X).O) (IIX).O) 

(UX)0) (I(X).O) 

(l(X).0l (l(X).0) 

(I(X).O) (l(X).()) 

Note: *l'igUTCs m braekcls represent percentage of credit to pnoiily sc'Mor in net bank credit. 

Source Report on 
1998-99. 

Treiiiland Pnigrey\ of Banking in india, RBI (vaiious issues) including the latest, 

TAni.t' 2; llTltlSAlioN oi RIDI* Iminim! (|995-9() to 1998-99) 

{K\ crore) 

Year 

RIDF 

(’orpus 

5.iiietion 
(Her Cent) 

Disburse meiu 
(Pei ('em) 

19-L5-96 

I 

:.(KH) 

18.30.4 (lOU) 

1542.5 (84.3) 

1996 97 

11 

2..5(K) 

2614.5 (UK)) 

1436.4 (5.5) 

1997-98 

HI 

2..5(XJ 

2679.2 (100) 

685.7 (25 5) 

1998-99 

IV 

3.000 

3145.7 (KKt) 

1.32.3 (4.2) 

1995-96 - 1998 99 

I0,0(X) 

10269,8 (1(X)) 

3796.9 (.37) 


.Soiirre: Compiled from Report on Trend ana Progress of Banking in IWH-W. RBI, pp 122, 12.t. 


Tabu .1; SrnokwisF NPA (h- Public Sutor Hanks (I995 k> 19‘)9) 

(R.( crore) 


Year 

Priony Sector 
NPAs 

Per Cent 

Nun-Priority 
Sector NPAs 

Per Cent 

Total NPA 

Per Cent 

1995 

19208 

(50) 

17861 

(46.5) 

38385 

(UK)) 

1996 

19106 

(48.3) 

19267 

(48.2) 

39584 

(MX)) 

1997 

20774 

(47.7) 

21.341 

(49) 

43577 

(100) 

1998 

21184 

(46.4) 

23107 

(50.6) 

45653 

(UK)) 

1999 

22067 

(43.7) 

27608 

(53.4) 

5I7I0 

(100) 

1995-99 (Increase) 

+2859 

(-6.3) 

{21.4)» 

+9747 

(+6.9) 

(7.3.1) 

+ I.3.325** 

(UX)) 


Noter: * percentage to total. 

** includes public sector NPAs also. 

,Sourre: Report on Trend and Progress of Bunking ni India IWH-W, RBI Table 11.21, p 74. 


Table 4; Incri mental CHANOiii in NPAs across Sectors in Pubuc Si cior Banks 


(1995-96 TO 1998-99) 


(Ri ciore) 


_In crcmenlal NPA Chance s_ 

Years Priorty Senior Non-Prior ity Secloi _')>ii.il NI*A 

Rupees Per Ceni Rupees PcrTcm Bu|)ces Per ('em 


1995-96 

-102 


+ 1206 


+ 1199 


19%-97 

+ 1668 

(42) 

+227.3 

(57) 

+ 3993 

(100) 

1997-98 

+410 

(20) 

+ 1766 

(85) 

+2076 

(UK)) 

1998-99 

+ 1423 

(23) 

+4.501 

(74) 

+6057 

(UK)) 


SVntrrr; Complied from Report on Trend and Progrew of Banking in IWH-99, RBI. Table 11.21, 
p74. 
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level oi prioniy sector ivr/\s pusnmg up 
the tiverall proportion of total NPAs, it is 
in fact the lower level of NPAs in priority 
sector that has pushed down the overall 
proportion of NPAs of public sector banks, 
between 1995 and 1999. The Report an 
Trend and Progres.', of Hanking in India 
i998-99 observes, “Seciorwise analysis 
of NPAs of PSBs indicates that the share 
of NPAs of priority sector has declined 
from 50 per cent at end March 1995 to 
43.7 per cent at end March 1999. This 
indicates marked improvements in the loan 
portfolio of PSBs in the category of ‘pri¬ 
ority sector”’. Table 5 bears this out. 

As is .seen from Table 5, while non- 
priority sector NPAs increased by 6.9 per 
cent between 1995 and 1999. priority sector 
NPAs declined by 6.3 per cent during the 
above period. It is notable that during the 
same period, total NPAs also declined by 
3.6 per cent. 

It can be safely concluded that even 
though the percentage of priority sector 
lending by public sector banks have sur¬ 
passed the stipulated target of 40 percent 
to total advances it has possibly nut re¬ 
sulted in the same amount of credit being 
actually channelled to the areas then con¬ 
sidered to comprise priority sector of the 
economy. The higher ratio achieved was 
possibly the sequence of widening the 

KKRALA 


THII recent spate of murders of political 
activists in the Kannur district of Kerala 
has proved once again that peace is elusive 
in the northern district of Kerala despite 
the peace committees that have come into 
e.\ iMcncc after each episode of vandalism. 
The Initilc has already claimed hundreds 
of lives over the years and if one is to go 
by past e.xpericncc, it will not be long 
before the news of yet another killing 
.spree strikes the headlines. The CPI(M) 
might have a point when it us.scrts that the 
party cannot be blamed for the retaliation 
it is hirccd to indulge in against the politics 
of violence promoted by the RSS. But the 
continuance of such fatal clashes betwen 
the lower level cadres of the two outfits 
- apan from the human considerations 
invQl ved-are more harmful to the CPI(M) 
than tlie|lSS or BJP which has nothing 


scope OI piiuiiiy sccioi iciiuiiig. wiucii 

allowed banks to park funds in new areas 
and even perhaps divert funds from areas 
originally considered as constituting the 
priority sector. The areas newly included 
in the priority sector, it is worth recalling, 
have among them RIDF-IV even though 
it is suffering from gross underutilisation. 
Also instead of the oft-held argument that 
it is the high level of priority sector NPAs 
that has pushed up the level of total NPAs 
of banks, it is actually the decline in priority 
.sector NPAs which has pushed down the 
total NPAs of bunks. And out of the total 
NPAs of banks, a major .share (53.4 per cent) 
isaccounted for by NPAs in the non-priority 
sectors which amounted to Rs 27,6()8 crorc 
compared to priority sector NPAs of 
Rs 22,067 crorc. in 1998-99 (Tabic 3). 
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to lose in the state on two counts. First, 
the immediate consequence of these 
murders is the scope it provides for the 
anti-LDF camp for raising the bogey of 
law and order. Second, in the long run the 
general ‘.ipathy and aversion of the people 
at large towards the political procc.ss is 
bound to inten.sify and result in cynicism 
of sorts. Left parties should know that a 
rule of the communists perceived to be on 
par or even worse than other regimes is 
the best bet for the back door entry of right 
wing ideologies. 

The CPI(M) has always maintained that 
the politics of violence is part of the fascist 
strategy of the RSS against its bele noire. 
While there is no denying the fact that the 
Sangh Parivar rates the CPI(M) as not only 
its number one enemy but the major 
obstacle to its growth in the state, the 


ii CA(M8iiiauuii luw^ai wcuciivc its 

these cla.shes are by and large limited to 
one district, Kannur. While isolated inci¬ 
dents have occurred in other parts of the 
state as well, no other district has under¬ 
gone the agony and turmoil on such a large 
scale as many parts of this district have. 
It is this local nature of the occurrences 
that has prompted many analysts to seek 
reasons for the present cult of violence 
in factors of tradition such as the fre¬ 
quent warfare among local chieftains of 
a bygone era. Such explanations that 
highlight the element of tribal behaviour 
that has survived democratic practice over 
the years are counter productive in the 
present context in that the real chance 
political will should be given in restor¬ 
ing peace is being camouflaged by such 
theories. 

The first major confrontation between 
the CPI(M) and the RSS cadres in Kerala 
dates back to the late 1960s when the latter 
were deployed on behalf of a Karnataka 
based upper caste beedi factory owner for 
wTccking the CP1(M)-Ied strike of the 
workers of (he unit. The venue belonged 
to the same Kannur district and subse¬ 
quently there was a minor communal 
violence in the town of Tellichcry in the 
district in which an activist of the CPI(.M) 
lost his life while trying to restore peace 
facing the communal challenge. The RSS 
bid to vitiate the communal atmosphere 
did not gain momentum in the ambience 
of the struggles of the toiling people led 
by the CPI(M). However the days follow¬ 
ing the withdrawal of emergency witnessed 
the proliferation of RSS ‘sakhas’ across 
the state drawing youth mainly from the 
erstwhile sympalhi.sers of the CPI(M). 
Those in the know have attributed the 
phenomenon to the hero’s image the RSS 
gained during emergency - a false one 
though - at the national level and the 
dubbing the CPI(M) received owing to 
what was perceived as its meek surrender 
to the emergency regime. Whatever be the 
accuracy of this argument, the gradual 
growth of the RSS has been a reality, more 
often than not at the cost of the CPI(M) 
sympathisers in subsequent years. The roots 
of the present conflict can therefore be 
traced to the aspirations of the emerging 
RSS and the opposition of CPl(M) to it, 
tainted with intolerance at times. With the 
long history of antagonistic relations with 
its main enemy, the Congress, that was 
hel I bent on curbi ng the communist menace 
on behalf of the landlords behind it, this 
intolerance was quite natural. While it is 
expedient for the CPI(M) to arrest the flow 
of youth to the RSS attracted as they are 
to its physical training and militancy, the 
heritage seems to have become a liability 
in the CPRM) scheme of things as far as 


Resurgence of Politics of Violence 

A V Jo.seph 

The violent clashes betweeen the CPI(M) and the KSS should prompt 
serious lethinking within the Marxist Party. Clearly the disinterest in 
mohili.sing poorer sections and increasing their representation in the 
party u.s well as the neglect of ideological education has contributed 
to the party's incapacity' to deal with the challenge posed by the RSS. 
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articulating novel methods to counter the 
growth of the Sangh pari vararcconcerned. 
The result of this inability is amply mani¬ 
fested in the public declarations, often of 
slate level leaders that attacks would be 
countered in the same coin. On the other 
hand, some BJP leaders have gone to the 
extent of comparing the barbaric assaults 
I to football matches, each murder being 
analogous to a goal scored. Such filthy 
remarks have e.scaped public wrath as the 
assaulted have not been the elite but the 
poorest of the poor, such as manual 
labourers, on most (x;casions. The zeal for 
onc-upmanship in the so-called goals 
scored, has victimised even the distant 
sympathisers of the two parties. However, 
in the recent incidents the target has shifted 
U) higher functionaries as well. The CPI(M) 
killing of a district functionary of the BJP 
who allegedly masterminded murders of 
many a CPI(M) cadre and the .subsequent 
retaliation by the RSS through an attempt 
at murder of the district .secretary of the 
CPl(M) are pointers in this diroction. 

Kannur is the citadel of the communist 
niovcment, the district that includes places 
like kayyoor and Karivalloor, the venues 
of historic battles against feudalism and 
imperialism. The confrontations with the 
C'ongrcs.s in the initial stages of the 
movement had a class basis as they were 
haitles between the goons of the Congress 
who acted on behalf of the landlords and 
the Communist Party that ri'prc.sentcd the 
middle peasants and the landless and 
therefore, a part of ongoing class struggle. 
In course of time after the implementation 
of the land refonns in particular, issues 
at the grass roots have given way to 
mobilisations based on macroscopic is¬ 
sues and physical confrontations became 
afleetions of the battle for supremacy 
devoid o! any direct connection with 
peoples’ concerns. The Congress started 
nurturing leaders with muscle power to 
cope up with the emerging reality but 
could not match the cadre-based militancy 
of the CPl(M). It received a shot in the 
arm when the one-time fire brand leader 
of the CPl(M) hailing from the district, 
M V Raghuvan upon expulsion from the 
party joined the anii CPI{M) brigade. Had 
it not been for his befriending a Iitcal 
Congress MLA notorious for muscle power 
Raghuvan would not have been able to 
create the problems that he did for the 
CPl(Ml. TTie main concern of the Con¬ 
gress has been the consolidation of all 
anti-CPI(M) forces and it has prevented 
the organisation from condemning the RSS 
• forthwith even in cases where the RSS 
rather than the CPI(M) is guilty. Instead 
under the pretext that the CPRM) is always 
a party in any political clash in Kerala a 
soft line on the BJP is pursued. This 


collusion came into the open in the 1991 
elections when independent candidates 
were jointly .supported by the two parties, 
though not without success. This explains 
why the Congres.s-lcd opposition front, 
despite its almost equal strength to that of 
the LDP has failed in effectively combat¬ 
ing the politics of murder irrespective of 
being in opposition or in power. Many a 
time the past the all party initiatives have 
proved non-starters due to the btiycoit of 
the BJP. The insistence of the party Ihsil 
the chief minister should visit the affected 
areas or invite them fortalks and an equally 
stubborn refusal by the latter to do so, acts 
that smack of oiK'-upmanship have not 
helped matters either. 

It is noteworthy that none of the more 
than hundred incidents has taken place 
with any public piogrammcs meant for the 
propagation of the contending ideologies. 
Each and every incident was one of pre¬ 
planned murder and both .sides harbour 
youth from the lower strata of society for 
accomplishing the mi.vsion. Such groups 
have now come to be known as party 
criminals, a term indicative of the fur from 
ideological nature ol all that is going on. 
There is no doubt that the Sangh parivar 
IS sparing no efforts in broadening its base 
in the state and that it capituli.ses on the 
weakness ol the Icll The pnK'css is not 
limited to one district alone and is state¬ 
wide. The rPI(M) handling of the situ¬ 
ation has not hcl|>cd in combating the RSS 
which has registered a slow but steady 
growth over the years. The attempt by the 
Hindutvu brigade lo get a major break¬ 
through in the state hy using the legeiidniy 
social reformer of the century, 
Sreenurayanu Guru and the issue of the 
administration of the temple at Sivagiri 
has been frustrated by the CPRM). This, 
however, has been done by administrative 
measures rather than any other means. The 
blatiint attempt to hijack the guru by 
misinterpreting the guru’s philosophy of 
one religion for all men to mean that 
everybody should become a Hindu has 
also not cut ice in the state. Nevertheless 
the .stre.s.s that the guru laid on learning 
Sanskrit is utilisal to win over the lower 
caste by projecting the Sanskritised iden¬ 
tity one attains by joining the RSS. The 
growing discontent with both the main 
political fronts and the arrogant behaviour 
of many CPRM) leaders have only added 
to the process of desertion to the RSS from 
its ranks. Sensing that muss mobilisation 
aimed at any secular cause would not serve 
its long-term interest, the BJP has adopted 
a negative attitude towards the ongoing 
‘people’s plan programme’ in the state. 
So is the case with the cultural programme 
‘Manaviyam’ initiated by the state 
government to mark the birth of the 


new millennium. Such programmes for 
obvious rea.son.s are dubbed us colossal 
waste of money in the interest of the 
CPI(M). 

While the steps at mass mobilisation are 
welcome, the dilemma that the CPRM) 
faces in articulating programmes while 
running a slate government within the 
present slruciure after having smashed the 
feudal relations of productions and imple¬ 
mented partial land reforms persists. The 
large-scale entry of middle and upficr level 
fanners and relatively better sections like 
government employees and teachers to the 
party has induced careerism in the party 
structurc. The growing di.scard of the poorer 
sections, the neglect in gruvuning dedi¬ 
cated cadres Irom these scction.s and the 
lack of ideological education have con¬ 
tributed ill no small measure tothe CPRM) 
vulnerability in the face of the R.SS menace. 
C'ulturul activities have remained confined 
to the progressive art and literary forum 
whose appeal is limited to writers and 
iniclicctuals. As the issue of struggles at 
the local levels is discarded, the party is 
often seen on the other side of the fence 
when it comes to the people’s interest. The 
virtual defence of the liquor lobby spon¬ 
sored murder of an anti-liquor activist by 
one top leader of the party recently has 
once again pointed lo the growing nexus 
between the party and the vested interest 
even at the stale level. Instead of lacing 
such problems squarely, the CPRM) lead¬ 
ership seems to be obsessed with promot¬ 
ing the pol i tics of vengeance when it comes 
to clashes itetween cadres ol the party and 
its opponents. The history of Kanmuii 
might be a conlrihuling factor to the vio¬ 
lent mode of confrontation hut it is nut 
an excuse for promoting the culture ol 
killing of ordinary men and creating or¬ 
phans and widowh(K>d. This applies more 
in the case of the CPI(M) as the parly of 
the working class liquidating its own ela.ss 
brethren for misapprehending and em¬ 
bracing the .Sangh ideology could lx: a 
disservice to Marxi.sm. 7'hc patient :.i>d 
protracted effort at the level ol ideology 
cannot be substituted with anything cl.se. 
Whi Ic confrontation with the Sangh parivar 
may he necessary in extreme cases, the 
prc.scnt practice of pcipctuating the cult 
of muscle power is not only obnoxious b'lt 
also futile viewed from any pcrspcciive. 
Unless the people at large against whose 
interest the vSangh paiivtir ideology is 
poised are mobilised anti the image of the 
CPRM) as the embodiment of the genuine 
aspirations and sense of justice of the 
people is restored, it may not be long 
before the present scenario in Kannur 
dcgcnciatcs into a mafia type of politics 
with the common man at the receiving 
end 
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De-Notitled IWbes: sm ‘Criminarv 

Dilip D’S»uza 


Pinya Hart Kale was arrested, beaten up and died in police custody 
solely because he belonjted to a ‘criminal’, tliouffh now ‘de-notifled’, 
tribe, just as he would have been under colonial rule. But the fact 
that his death wa.y investigated and courts later awarded 
compensation to his family gives hope. 


IN 1932, a British army officer. Lieuten¬ 
ant Gcnenil George MacMunn, wrote a 
lHX>k called The Underworld of India. 
In this not-quitc-scholarly treatise, 
MacMunn tumbles at length about ail 
that he found dark and dreaded while on 
his tour of duty in India. In particular, he 
has a chapter titled 'Criminal fribes and 
(’lasses’. Of India’s criminal tribes, 
MacMunn wrote; “lT|hey arc absolutely 
the scum, the fiot.sam andjct.sum of Indian 
life, of no more regard than the beasts of 
the field.” 

Sprinkled through the rest of the chapter 
are several other references to .such tribes, 
all about as derogatory. The Chantichors 
(’bundle-stealers’) arc all “feckless and 
unstable”. Hamis have a “gift for humbug¬ 
ging the world”. Ramoshis were employed 
by the Biitish as watchmen, but such a 
watchman “is always an incorrigiltle pan¬ 
der, being prepared to produce l.idics of 
the llinisiest virtue at the shortest notice”. 
Vanjan women are “bright and comely 
[with! well-moulded breasts”, and are 
"adept no doubt in venery.” In tact, 
MacMunn makes it a point to comment 
on the women of nearly every tribe he 
mentions: all arc invariably ’comely' yet 
’hopelessly immoral’. (MacMunn also has 
an astonishing tendency to refer to women 
as “baggages”, but I'll let that pass.) 

Read nearly 70 years later, the 
Lt General’s language seems quaint at 
iK'st. It is hard to imagine a writer today 
dc.^cribing a whole people as “absolutely 
the scum ... of no more regard than the 
boasts of the field”. Yet that is what 
MacMunn docs; because that is indeed 
ho\v crimmal tribes were viewed in colo¬ 
nial India. 

In IK71, the British passed the Criminal 
Trilvs Act. It notified about 150 tribes 
around India as criminal, giving the police 
wide powers to arrest them and monitor 
their movements. The cl feet of this law 
was simple; Just being bom into one of 
those 150 tribes made you a criminal. This 
was not seen as panici’larly oild; there was 
even a notion that it was just the way 
things were meant to be in a caste-ridden 
India. Aj> T V Stephens, a British official 
of the time, said while introducing the bill 


that became the act: “... people from time 
immemorial have been pursuing the caste 
system defined job-positions: weaving, 
carpentry and such were hereditary jobs. 
So there must have been hereditary crimi¬ 
nals also who pursued their forefathers’ 
profession.” 

Why did the British feel a need for .such 
an act? Arguably, it was part of an entire 
imnlel of how law and order was to be 
prc.served in colonial India. To the British, 
India must have seemed a hair-raisingly 
anarchic and volatile place. Nineteenth 
century England's rather more settled 
society meant that the police there had 
begun focusing on protecting private 
property; in India, simply keeping public 
order was work enough and became the 
prime goal of the police. .Strife and con- 
ilict were everywhere in this vast country; 
there were tensions entirely different from 
anything the British had known at home. 
There was little hope of being able to 
contain it all. 

Consciously or not, a strategy evolved: 
concentrate the limited resources and 
efforts of the police on selected, visible, 
targets. This was the only way to give the 
a|rpcarancc of effectively guaranteeing 
puolic peace. In Imperial Power and 
Popular Politics: Class, Resistance and 
the State in India 1850-1950, the Cam¬ 
bridge University historian Rajnarayan 
Chandavarkar explains: ’’|The police had] 
necessarily to rely upon a general consen¬ 
sus about which groups in .society were 
especially prone to criminal activity and 
might constitute, therefore, the proper 
objects of policing. ...[Bjy enacting this 
principicof selection [of particular groups], 
the colonial stale was able to create crimi¬ 
nal tribes and castes.” 

Criminal tribes, then, were just a con¬ 
venient target, a .scapegoat. By acting 
against them, the .state could keep up at 
least a pretence of law enforcement, even 
if much other crime happened and was left 
unpunished. Chandavarkar writes; “While 
in reality crime went largely unreported 
and unrecorded, police reports and mem¬ 
oirs ...described in pain.stakingdetail crimes 
of savage brutality or extraordinary guile 
andcunni ng or tho.se which reflected exotic 
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customs ana ciaDoraie niuais. [i jnis was 
particularly the case with... the criminal 
tribes and castes, whose supposed crimi¬ 
nality was represented as an inheritance 
and a profession, inextricably connected 
to their lineage and genealogy." 

In tho.se lurid police recoids was born 
a certain view of certain tribes that made 
it ca.sy to call them criminal. It appears 
repeatedly in the 'Gazettes', the remark¬ 
ably detailed accounts by British officials 
of happenings in thedi.stricts. For instance, 
Volume XU of the 1880 Bombay Presi¬ 
dency Gazette has the.se remarks about 
Pardhis. groups of whom 1 have been 
spending time with in ruial Mahura.shtra: 
’’[T]hey arc still fond of hunting and 
poaching and have not got rid of their turn 
for thieving. ’...The Phase Pardhi [a sub- 
tribe] is nearly always ragged and dirty, 
walking with a sneaking gait.” "A sneak¬ 
ing gait”: ntrt very different from the 
altitude that penneates the writing of Lt 
General George MacMunn. 

Unfortunately, attitudes like that have 
long outlived the British admini.stration In 
India. This is true even though a newly 
independent India rcpt'uled the (.'riminal 
Tribes Act in 1952. Th.il being st), they 
were no longer to be called ‘criminar, but 
’denotified tribes’. Nevertheless, nearly 
half-a-century later, they are still routinely 
called criminal. 

1 found a typical example in The Tele¬ 
graph newspaper (Calcutta, July 31,1998). 
A report about a scries of robbcne.s by 
Pardhts in the state of Madhya Pradesh 
says Pardhis are “identified as having 
criminal antecedents," that they are “listed 
as |a| criminal ethnic group”. (This is a 
lie, because such listing lapsed when the 
CT Act was repealed in 1952.) Besides, 
the chief minister of the state isquoted com¬ 
plaining that his state's “projects to pro¬ 
vide these people with education did not 
haveany impact on theircriminal ir.stincts”. 

When the highest elected official in a 
state refers to the ’criminal instincts’ of 
lhe.se tribals, when newspapers writeca.sily 
of their’‘criminul antecedents”, there seems 
little hope that they will ever be seen as 
ordinary Indians. Sure enough, nearly 
everyone I have spoken to about Pardhis 
- policemen, industrialists, students, pro¬ 
fessors, villagers - has assumed that they 
have a propensity for crime. That assumed 
propensity is the starting point rordi.scus- 
sion. This is not to say that members of 
such tribes do not indulge in crime. They 
do. and their crimes range from stealing 
pomegranates from fields to burglaries in 
which people get murdered. A retired 
police constable 1 met in .Satara district 
showed me several li.sts of Pardhi ’tolis’ 
or gangs, each centred on one family that 
wander the di.strict committing crimes. He 
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what their beats were. The police station 
in Phaltan, a large town in the district, has 
pictures of several Pardhis wanted for area 
crimes, some of whose names were in the 
tolis the retired constable showed me. 

Without doubt, there arc Pardhis who 
commit crimes. 

But there are contexts to, reasons for, 
such crime. They deserve consideration. 
Take what Stephen Fuchs wrote in The 
Aboriginal Tribes of India (1973): “|A1 
number of [such tribes] arc passionately 
nomadic, and since foodgaihering and 
hunting in the jungle, in the traditional 
manner, is often impossible, they ha\e 
switched over to the rather dangerous... I i fc 
of 'foraging' in the fields, villages and 
towns. ...This has gained them u had 
reputation and in the British times some 
of them were branded [criminal] aiul held 
under close police supervision. Since 
independence this stigma has been taken 
from them, but the w'aich over them by 
the police has not much relaxed. ...They 
arc forced by the prevailing ads'crsc cir¬ 
cumstances to practi.se .subsi.stence thiev¬ 
ing ” 

If there arc Pardhis who commit crimes, 
at least pan of the blame lies here: that 
life 'in ihc traditional manner' is no longer 
an option. Part of the blame also lies with 
.societal attitudes that leave them with mi 
choice. Time and again. I have met Pardhis 
who tell me the local schools do not allow 
their children to attend clas.scs. If they do 
manage to stay in school and graduate, 
jobs are hard to get. After a meeting near 
Phaltan where .several speakers urged 
Pardhis to educate their children, and 
especially their girls, one woman stopped 
me outside and pointed to her grown 
daughter. “I struggled .so she could gradu¬ 
ate from school", she said. "But now 
nobody will give her a Job because she 
is a Pardhi. ,So what's the u.se of all this 
talk of education?" 

So Pardhis continue to be seen as crimi¬ 
nal. The police continue to round them up 
every time there is a crime - petty or major 
- in the area. This usually means just one 
thing: a thrashing in the police station. 
I'hat is what happened to a Pardhi called 
Pinya Hari Kale at the Baramati (Satara 
district, Maharashtra) |K<licc station, on 
June 8. 1998. 

Like iTiany Pardhis in Satara, 3.5-year- 
old Kale was a landless agricultural 
labourer. His 1,(X)0 rupees a month was 
the only income available to support his 
wife and five childien. Late on June 8, 
three constables picked up Kale in 
Baramati. Now since the arrest of Pardhis 
on suspicion is a purely normal thing. 
Kale's wife Chandrasena wasn't particu¬ 
larly perturbed when he did not return 
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High Court in a petition, she "expected 
him to be detained and released". 

That did not happen. When she went to 
the police station to ask after him the next 
day, two constables showed her his dead 
body. A ltx:al magistrate and a diu'lor at 
Baramati's Clolden Jubilee Hospital pro¬ 
duced an extraordinary post-mortem re¬ 
port that absolved the |H)lice altogether, 
corroborating their claim that Kale "fell 
dtnvn" while trying to mn from the con 
.stables and died soon after. A second px^st- 
mortem, ai Chandrasena's insistence, 
found “evidence of multiple contusions" 
- 14 all told. It concluded that Kale h.'id 
died “due to multiple blunt injuries with 
evidence of head injtiry". 

Because of the.se conflicting post¬ 
mortem reports, an official of the criminal 
investigation department, H N Mane, was 
asked to in vestigale Kale's death. I Ic found 
that at the police statitu', the three con 
stables and a sub inspector had beaten 
Kale "with sticks and belt”. Because of 
this. Kale died cady on June 9. The sub- 
inspector's rcpori about the incident stiys 
Kale died aceidenially. Mane terms this 
a "fiilsc anil concocted story”. Mane has 
filed eomplaints against all four men. They 
arc under suspension while a lurther in¬ 
vestigation takes place. 

Clearly, given Mroie's findings, the state 
itself has concluded that Kale was killed 
in police cu.stody. Yet for months, it did 
not pay his family any comptmsatiou, let 
alone show it intends to puni.sh the four 
policemen. Chandra.scna's petition asked 
for both these measures. 

It is important to undcrstiuid that what 
hapiwned to Kale is entirely typical of 
w'hat happens to denotified tritx:s. Six 
months before Kale died, Budhan Sabar, 
a member of West Bengal's Khcria Sabar 
tribe, was killed in almost identical cir¬ 
cumstances. He was stopped by the fwlice 
while taking his wife to the market on their 
bicycle, bundled into ti jeep and taken 
away. Days later, he was dead. 

Police harassment happens solely be¬ 
cause the.se tribes arc seen as criminal: Kk) 
often, such harassment results in death. 
That is the spectre India's ex-criminal 
tribes face every day. 

There arc, nevertheless, .some signs of 
hope. One such is the Denotified and 
Nomadic Tribes Rights Action Group 
(DNT-RAG), founded after a cottfcrcncc 
in Barixluin March 1998. Mahasweta Devi, 
the Bengali writer-activist, had been in¬ 
vited to give a lecture there. She spoke of 
her work with the Kheria Sabar ex-crimi¬ 
nal tribe in We.st Bengal. That led to the 
formation of DNT-RAG. Three people 
founded it: Laxman Gaikwad, an award¬ 
winning author and activist from 
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llchlya denotified tribe; G N Devy, once 
pn^fessor of English at Maharaja Sayajirao 
University in Bunxia, a well known writer 
himself and head of 'he Bhasha Research 
Centre to research tribal languages that 
runs a yearly lecture series; and Mahasweta 
Devi. DNT-RAG publishes Budhan 
(named for Budhan .Sabar) every two 
months. This journal carrie.s news and 
research reixtrls about DNTs. 

In this year, DNT-RAG has worked on 
getting ju.sticc for the families of Budhan 
Sabiir and Pinya Kale: and were able to 
get the killers of Bhikahhai Bajania (a 
member of Gujarat's Bajania tribi:) ar¬ 
rested. DNT-RAG has also held numerous 
meetings in small towns in Gujarat, Ben¬ 
gal and Maharashtra; besides setting up 
four community development centres for 
these tribes. It compiled and submitted to 
the National Human Rights Commission 
(NIIRC) a comprehensive leixiit on the 
status of DNTs. 

DNT-RAG informed the NHRC aboi!! 
Piny a Kale' s death. The N H RC" s response 
got fat less aticntioti than it de.setved. On 
Decemltcr 22, 1998, it ruled that “for the 
limited pur|X)sc of awarding interim re¬ 
lief, it is not necessary to wail forcharges 
against the four policemen to be proved 
in a criminal,court. A “strong priina facie 
case" is sufficient; and B N Mane's in¬ 
vestigation clearly makes just such a ease. 

The NHRC directed the state ol Maha¬ 
rashtra to pay Kale's family Rs 2.(XMKK) 
ill compensation. It also directed the state 
to consider action against the magistra'c 
and Ihc doctor who conducted the first 
post-mortem, for "doctoring the inquest 
report to suit the offenders”. The punitive 
iiction has not happened yet. Hut in Feb 
ruary, the government of Mtiharashtra 
responded to the NHRC's direction by 
issuing instructions to pay the Rs 2.00,(K)0 
compensation. On April 9, a (xilice in- 
.spcctor at the Baramati Police .Station 
haniled over the money to the. Kale family; 
Rs 25,(X)0 wtis in cash and the mst was 
invested in 3-year term deposits in the 
names ol Pinya Kale's wife and childien. 

In Budhan Sabar's ca.se. the Calcutta 
I ligh Court similarly ordered compensa¬ 
tion paid to his widow and tccommciidcd 
penal action again.st his police killers. The 
money was paid to her in Scplenilicr 1998; 
as for the penal action, an inquiry is on. 

Most Pardhi groups I met, as well as 
groups of other f.)N1 s. have heard of I )NT- 
R AG and of the pi-ojilc behind it. Pardhis, 
particularly, all knowol Pinya Kale's case 
and DNT-RAfi's role in it. They view the 
organisation with much hope, aware that 
it is the first real biKly set up to fight for 
their rights. In my discussions with them, 
there is a definite sense of wonder about 
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this; wonder tliiii mere are actually people 
who are willing to speak for them. DNT- 
RAG’s efforts have also got sonte Pardhis 
making common cause with other DNTs; 
if that is more than just initial euphoria, 
it is an encouraging sign, because ill-feeling 
between diffcicnt DNTs is widespread. 

I did run across some disillusionment; 
Pardhis who want change in their situation 
.s(K)n and think a year is already too lung 
to wait for it. For people who have known 
little but scorn, brutality and poverty, I 
suppose some amount of impatience is 
inevitable. 

The CU.SCS of Pinya Kale and Budhan 
Sabar may be the first signs of a small turn 
in the tide. In awarding compensation and 
recommending that police officers be 
punished, the state implicitly recognises 
the rights of such tribes, the injustice that 
they live under daily. It docs not yet amount 


TWELVE years after the passage of The 
Commission of Sali Prevention Act and 
a 100 years after Raja Ram Mohan Roy’s 
reformist movement to stop cruel murders 
of widows, in the last year of the 20th 
century, Charan Shah, the 55-ycar-old 
widow of Manshah. burnt herself on the 
pyre of her husband in Satpura hamlet of 
Mahoba, UP. This semi-arid, hard rock, 
forested Rundclkhand region is known for 
its feudal system, poverty and deprivation. 
The guns of the feudal lords and dacoits 
play an important symbolic and violent 
role here from time to time. 

Women arc the worst sufferers of these 
hard.ships. No wonder a lot of value is 
attached to barbaiic traditions like ‘sati’. 
It is important to understand that here 
’sati’ is not the only practice to bum a 
woman alive. It is common for deaths of 
young women to pass off as murders or 
suicides in this area. The value of a female 
life is very little and especially of one 
without a male guardian. 

Charan's husband had tuberculosis for 
the past 30 years and was looked after 
mostly by her. They owned six bighas of 
land in Satpura hamlet of Imeliha village. 
Satpura comprises of 20 to 25 households, 
most of them harijans. The land was given 
to the villagers by Ueewan Shatrughan 
Singh of Imillha during the Bhoodan 
Andolan. Deewan’s family .still has a very 
important role in the village. His son is 


to muen - in particular, we neeo to see 
if the {lolicemen are really punished - but 
it is a step forward from the attitudes these 
tribes have always had to face. To me, 
these cases offer .some hope that one day, 
India's ex-criminal tribes will no longer 
suffer the .stigma of being so labelled. That 
they will no longer be a convenient target 
via which the police can pretend they are 
fighting crime. 

Chandavarkar writes that even though 
they were the focus of much police action, 
“the criminal tribes were .scarcely, by the 
late 19th Century, a potent threat to .social 
order.” In the late 20th Century, these 
“flotsam and jetsam of Indian life" remain 
just as little of a threat. 

n'his article is |>art of the project Dilip D'Souxa 
IS pur.suingtn.study India'sdcnotincd and nomadic 
tribes on a National Foundation for India 
Fellowship for 19V8-W.) 


the final authority in many decisions. It 
is i ntcresling to know that Deewan Shutru- 
ghun Singh's wife also committed 'sati' 
in Mangrauth, Rath, district Hainirpur; 
and in first week of December every year 
there is a big mela at her ‘sati chabutaru'. 

The residents of Satpura arc all ‘Data 
Panthis’, says Prahlad, who has converted 
to this faith by marriage and now stays at 
his wife's house in Satpura. A Data Panthi 
has to gi veup meat and alcohol and worship 
his Guru called Data. All of them arc 
associated with the ashram of the highest 
priest in Kevlari at Hamirpurdi.strict. This 
faith places emphasis on the purity and 
duties of an ideal wife. A wife is called 
the sati of her husband from the day she 
gets married to him. 

Shishupal, Charan Shah's elder son who 
was present at the lime of the ‘stwi inci¬ 
dent’, says that his mother never men¬ 
tioned her determination to become a sati 
on her husband’s funeral pyre. Yet, he 
believes that it was bccau.se of her divine 
powers ,:iat nobody could stop her from 
killing herself. 

There is a big debate whether Charan 
Shah’s death was a case of ‘sati’ or sui¬ 
cide. This discus.sion is academic as there 
is a strong belief among the people that 
Charan Shah became a sali. All the reports 
of different fact-finding missions could 
not change the hearts and minds of those 
who came to prostrate and crack ciKonuts 
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police did not allow them to do this inside 
her little village. 

The facts of Charan Shah’s tragic death 
are not so simple. There are several un- 
an.swered questions. How was it possible 
that .she reached the pyre, which was at least 
a kilometre away from her house in the 
middle of the village, without anyone notic¬ 
ing her? According to her son, he along 
with others had gone to bathe in a nearby 
stream. They had returned to the funeral 
site in 10 to IS minutes when they heard 
screams coming from that direction. How 
could Charan Shah have burnt .so quickly 
in a pyre prepared for only one person'? 

Shishupal had initially said that his 
mother had jumped into the pyre and hud 
burnt to death by the time he arrived there. 
He said that he had fainted after he had 
heard the news and he did not sec any¬ 
thing. Others said that Charan Shah had 
stood in the middle of the pyre and was 
burnt first. In one of his replies, Shishupal 
had said that they hud already had the 
‘kafan’ for his mother with them. This is 
very strange and against normal practice. 
Several people from neighbouring villages 
said that they went to see Charan Shah 
perform 'sali'. But these people added that 
they would publicly stale whatever the 
police told them to say. 

Another crucial point is being rai.scd 
about Charan Shah’s death. Charan Shah 
was a dalit. How could she become a ‘sali' 
when there is no ‘sati’ tradition among 
dalits'? It would be significant to note that 
in 1997 there was an attempt by a dalit 
w'oman in Mohaiipurwa village to commit 
‘sati‘. She was forcibly stopped by the 
police of the Mataundh police station of 
Banda di.strici. next to Mahoba. However, 
as ‘sali chabutaras’ attract many offerings 
and are a highly profitable business, a fair 
amount of reluctance cun easily be noticed 
among the residents of Satpura to let their 
dalit status deny them the po.ssible earn¬ 
ings from Chiiran Shah’s death. 

Charan Shah’s death is not just an iso¬ 
lated incidence of ‘.sali’ is Bundclkhand. 
This area has a long tradition of ‘sati matas'. 
There arc three ‘sati sthals’ in Mahoba 
besides that of Charan Shah. There are 
three in neighbouring Banda and .several 
others in Hamirpur. In Mahoba, there is 
a Sati Mohalla in memory of Rajrani, 
widow of Khelona Ku.shwaha, who com¬ 
mitted sati in 1930. There isanothcrchabu- 
tara in the memory of Gyanc.shwar Pandy 
there. In Banda, there is a temple to the 
memory of Javitri Devi in Jaari village and 
twootherrecently constructed‘satichabu- 
tras’ in Kusuma and Pangara villages. 
With this tradition of offering prayers and 
paying homage at the ‘sati sthals', more 
Charan Shahs will probably burn to death. 


Revival and Spread of Sati 

lluina Khan 


The tradition of 'sati' - a woman burning herself at her husband’s 
pyre - continues, sustained by social approval and the economics of 
offerings made at the shrives. 
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Conflict in North-East 
A Historical Perspective 

Walter Fernandes 


The political conflict in the north-east essentially centres around the 
differences between traditional leadership and new emerging; modern 
I elite among the tribes regarding the nature of political freedom they 
desire. If the former want independence, the latter demand autonomy 
within the Indian stale. The Indian .state, on the other hand, by 
viewing this problem as one of law and order, has inadvertently 
strengthened the hands of the sece.ssionist traditional leaders. 


OUT of India’s 67.76 million iribals, 8.14 
million live in the seven norlh-e:Lstcrn 
states, popularly known as ‘seven sisters’. 
Except for a few plains tribes like the 
Bodos, they inhabit the hills while the 
plains arc dominated by non-tribals. Some 
tribes are small and others numerically 
strong. The Adis arc 26.9 jier cent and the 
Nishi 21.74 per cent of the Arunachal 
tribais while the Akas are only 0.6.3 per 
1 cent. The Mishings arc 11.24 per cent and 
the Boro-Kachari a third of the Assam 
tribais. The Garos are 50 per cent and the 
Kasi 47 per cent of the Meghalaya popii 
lation. The Mizos are 87.3 per cent of the 
tribais in their state. In three states, tribais 
arc more than 80 |icrccniof the population 
and in one, two-thirds. But their propor¬ 
tion is low in the populous states of Assam, 
Manipur and Tripura. The Bixlo-Kachari. 
numerically a third of the tribais in the 
north-east, arc only 3.7 per cent of As.sam’.s 
population. Besides, the proportion of 
tribais has changed in Tripura from more 
than 56 per cent in 1951 to around 30 per 
cent uxlay [Sen 1993:13J. That causes 
many conflicts. 

Another group in conllict is the more 
than 40 lakh adivasis whom the British 
brought to As.sam from Jharkhand in the 
19th century to work in the tea gardens. 
They arc not included in the schedule and 
most other tribes oppose their inclusion 
for fear that the inclusion of such a big 
group will lead to competition for the few 
jobs available and for the depleted natural 
resources. Many north-eastern states have 
made substantial progress in literacy in the 
1980s. In Arunachal Pradesh 71.08 per 
cent were literate in 1991 and in Mizoram 
94.22 per cent. Low urhiinisation is an¬ 
other feature of the north-eastern tribais 
in particular, Mizoram being an excep¬ 
tion. Four .states have tribais as their 
political leaders. But the urban centres, 
where economic decisions are taken, are 
dominated by non-tribals, mostly from 
outside the region (see Table). 

An offshoot of the population division 
is unequal power relations and conflict 
between the tribais and non-tribals as well 
as between various tribes. Their history 


shows that one cannot take an exclusive 
view of the conflict being religious or 
cultural or economic. The effort to control 
the resources is basic to it. But it finds an 
expression in terms of nationality, identity 
and ethnicity, the tribais are not able to 
cope with the depletion of their resources 
caused by the coniincrcialisation of forest 
and agricultural produce. They feel the 
need to come together to safeguani their 
livcIihrKxIortoiake udvantageof mcKlcrn- 
isation [Roy Burman 1985:xii-xiii|. 

The ethnic consciousness that grows 
from this encounter with the dominant 
cultures leads to identity expansion or 
several groups merging to expand their 
identity without giving up their individu¬ 
ality. In this prmTss they also develop a 
belief in a common origin as the Naga and 
Mizo have done [Acharya 1990:71-951. 
Apart from commercialisation of their 
resources, most struggles it) the north-east 
are in reaction to the homogenising trend 
of the dominant ‘one state, one nation’ 
thinking of the Indian state ;md the ten¬ 
dency "to take the degree of Aryanisalioti 
as the measure of Indianisaiion" [Datta 
1990:41 j. In attempting to turn it.scif into 
a nation, the Indian state docs not respect 
the cultural and ethnic identity of different 
groups or rccogni.se that the tribais have 
a culture and a religion of their own (Singh 
1990:2.34]. The tribais react to the effort 
to homogcni.se cultures and monopolise 
their livelihood [Datta:36-391. They alsti 
resent the domination of non-tribals, the 
Ahotn in Assam, the Mcitei in Manipur 
and the Bengalis in Tripura. The sub- 
nationalism against the ectitrc may lead to 
secessionist demands while rc.scntincnt 
againsi the locally dominant groups takes 
the form of autonomy. Much of the history 
of the region is conditioned by this inter¬ 
action. 

Consequently, the three steps of defend¬ 
ing their livelihood, protecting their iden¬ 
tity and propounding a sub-nationalism 
specific to a cultural and ethnic group 
merge into one. But their expression 
depends on the nature of the leadership. 
When the traditional leaders provide die 
motive force for identity expansion, they 


want to protect their resources as well as 
the traditional ways of using them. When 
an educated elite provides the leadership, 
they demand control over them and a share 
in the bcneHts of the mtHicni system | Roy 
Burman 1985;xiii-xiv|. Secessioni.st de¬ 
mands usually come from the former and 
the struggles for autonomy are led by the 
latter. 

The colonialist needed As.sum mainly 
for its tea and later, petroleum. To ensure 
control over them, the British dealt with 
each kingdom in a different manner. Gom- 
moti U) the hill areas was the buffer zone 
concept against Burma and China. To 
ensure indirect control over the region 
they iiuKlified and co-opted the control 
mechanisms. For example, the Ahoms hail 
the fMsa system, i e. com|)cnsuiion to the 
hill tribes in lieu of the dues they were 
entitled to in the territories they hud 
conqucreil. Hic British continued it 'out 
hill tribes, particularly ot Arunachal 
Prnilcsh and Nagaland, did not take kindly 
to them. They killed some of them when 
they went to collect tribute. The British 
raided and puni.shcd the villages that 
committed these acts. The Ahoms hud 
done the same earlier. The diffeicnce is 
that the British needed to popularise the 
finished products of the industrial revo¬ 
lution. To achieve it, they had to dc- 
industrialise'..outh Asia that had devel 
oped a iiiunufucturing base. In the north¬ 
east it took the form of destroying the 
tribal craft since it competed with the 
Manche.stcrtcxtilcs[Bose 1997:197-2011. 

To illustrate, in Nagaland, the first 
European who visited the kingdom of the 
Angami, the dominant Naga tribe, on 
January 18,1832, met with resistance But 
when the Ahoms ceded to the British the 
territory bordering on their kingdom, thus 
providing a launching ground to attack the 
Naga territory, the Angamis reached a 
compromi.se with them and agreed to pay 
an annual tribute. When the .sepoys and 
a British official went to collect it, the 
chiefs stated their inability to collect it 
from the jicoplc and killed them. The Naga 
chiefs who were defeated in the war that 
followed, were allowed to rule their own 
‘un-administcred’ territory in return for 
tribute fSaiiyu 1996:88-1061. 

The Bodo-Kacharis arc an exuiiiple ol 
British trade expansion resulting in ten 
sion with the neighbour*. Alter the (.on- 
quest of their land and of Arunachal 
Pradesh, the Udalgiin marl, till then their 
main barter [Kiirit, became an important 
trading centre. The Btxlos were not very 
familiar with monetary transactions. So 
mctchants from Te/pur. Barpelta and 
elsewhere took control of trade. The 
Barpetta traders come to control Bodo 
cultivation since much of the trade was 
in agricultural produce. It increased land 
alienation that had started after the per- 
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manent scmcmeni or i /yj, ana me iojh 
A ssam Land Act. Then came the move to 
settle Bengali peasants on ‘wasteland' 
which was their livelihood. Ninety per 
cent of the settlers were Muslims (Roy 
1995;24'311. These developments laid the 
foundation of Bodoenmity with the Ahoms 
on the one hand, and Muslims on the other. 
Similarly, before the arrival of the British, 
Manipur already had a Meitei dominated 
society. The colonialist depended on the 
traditionally dominant groups to control 
the masses. It has resulted in tribal-Meitei 
as well as Naga-Kuki enmity [Ray 
1990:267-701. 

Missionaries anu Ethnic Identity 

Much awakening resulted from this 
destabilisation and the process of coming 
together of tribes began with it. Many 
Naga tribes had come together against the 
British. Missionary intervention at this 
time facilitated theexpansionof theirethnic 
identity. Their conversion itself was an 
offshoot of their efforts to protect their 
identity. They had seen how the Mciteis 
and Ahoms had been sanskritised and were 
afraid of being subjected to the same 
homogenising process. It was this period 
when conversions to Christianity increased 
among them [Downs 1983:6-8). The 
missionaries probably did very little to 
protect their culture. But they provided the 
organisational structure the tribals requited 
to cope with the changes and to come 
together. 

Ihat conversions were a re.sponsc to the 
changes is confirmed also by the fact that 
where an alternative was available that 
combined social reform with protection of 
identity, conversions to Christianity were 
relatively few. Tlie Bodos, crushed be¬ 
tween the British planters, Ahora traders 
and Bengali peasants, moved to the north 
where they faced competition from Nepali 
migrants. The lowerbureaucracy in Assam 
was dominated by the Ahoms and the 
higher level by the Bengalis. So they had 
none to defend their interests. They saw 
themselves falling behind the Ahoms in 
education and being denied access to 
political and administrative power. The 
process of conversion because of their 
helplessness and the need to safeguard 
their resources had begun among the Brxlos 
in Kokrajar. That is when their leader 
Kallichamn Brahma was converted to a 
Hindu sect that combined religious and 
social reforms [Roy 1995:30-39]. 

To understand the missionary's role one 
has to debunk the myth of his close co¬ 
operation with the colonialist. Not keen 
in getting involved in the north-eastern 
region, the British colonialists allotted the 
areatothc American Baptists and Method¬ 
ists while the British Presbyterians, 
Anglicans and Methodists were allow'ed 


lino me inaiiiiaiiu . i iie uiiiereiice iii na¬ 
tionality and sects ensured frictionless re¬ 
lations between the two. Leadership was 
another point of tension between the col¬ 
onialist and the missionary. Thecolonialist 
depended on traditional chiefs while the 
missionary concentrated on education from 
which new leaders emerged. The chiefs 
opposed the missionary because of con¬ 
version of the morality he preached and 
the new leaders who were a threat to their 
power. Conversion began the process of 
bringing the warring tribes together, 'fhis 
was a threat to the colonialist who de¬ 
pended on division among them. So there 
was ongoing tension between the mission¬ 
ary and the British on the one hand, and 
the local chiefs and the missionary on the 
other. Though eventually the chiefs too 
converted, the difference in their approach 
persisted [Sen 1992:37-40). 

In attributing unrest to missionaries, it 
is forgotten that the Ul.FA leaders are 
almost exclusively Hindu, so arc most of 
the Bodo leaders. Elsewhere the differ¬ 
ence is between the traditional and mod¬ 
em leaders. By and large the traditional 
chiefs supported the British while the new 
leaders Joined the freedom fighters be¬ 
cause they viewed the state as a nuxlem 
institution. But the two were united in 
theireffort to protect their resources though 
their understanding of their use differed. 
But even while co-operating with the 
freedom fighter, the new leaders remained 
ambiguous becuu.se of homogenising ten¬ 
dency within nationalism. They felt that 
the freedom fighters did not understand 
their identity and kept them excluded from 
the benefits of the British administration. 
The decisive moment was the Japanese 
invasion. A Z Pin 2 o, a traditional chief, 
succeeded in bringing 27 tribes together 
under one umbrella. To some extent it 
increased the power of the chiefs [Sanyu 
1996:115-26). 

From the 1930s, the desire of the tribals 
to cope with the changes expressed itself 
in the form of new organisations. The 
Bodos emulated the Ahom institutions 
that had helped them to make advances 
in education. The Bodo Chhatra Sammilani 
and literary as.sociations were formed in 
the 1930s to promote education, welfare 


uiiu lu suuiuaiuisc men language. l4uiu 
alienation and indebtedness were dtc major 
problems. The notified areas act was 
amended in 1947 to prevent land alien¬ 
ation. But the situation did not improve 
because of malpractices. Besides, the 
Constitution did not provide to the plains 
tribes the .safeguards available to the hill 
tribes mainly because of the Assam Con¬ 
gress leader Gopinath Bordoloi’s conten¬ 
tion that they were being assimilated with 
the rest of the (wpulation. In reaction to 
these moves, and because of the role of 
the Barpetta merchanLs, the Bodo cultiva¬ 
tors came to view the Ahoms as the main 
enemy and take an anti-Assamese stand 
[Roy 1995:41-57). 

In 1918 the new leaders formed the 
Naga Club which soon assumed political 
dimensions and was re-nanied the Naga 
Hills Di.strict Council. The traditional 
chiefs changed it to the Naga National 
Council. The names arc indicative of their 
thinking. The educated elite wanted an 
autonomous district while the traditional 
chiefs demanded independence. This was 
the time for negotiations. But the failure 
of the national leaders to understand their 
aspirations .seems to have alienated the 
Nagasand many othernorth-castern tribes. 
The new elite would have been strength¬ 
ened if the national leaders hud discus.scd 
the basic is.sucs confronting them. In 1987 
Phizo wrote to prime minister Rajiv 
Gandhi, that he had met the Mahatma in 
1946 and that he was ready to negotiate 
the status of the Naga Hills district. But 
the tendency of otlicr leaders was towards 
homogenisation. So the chiefs declared 
independence on August 14.1947 [Sanvu 
1996:131-34). 

In the Lushai Hills (Mizoram), the cre¬ 
ation of Burma divided the Chin tribes. 
The partition divided them again. So those 
who remained in India had to find a new 
identity. That is a major reason why 
conversions to Christianity began around 
1907. Mizoram has a more or less homo¬ 
geneous population, 94.75 per cent being 
tribals, 87 percent of them Mizos. In 1946 
their new leaders formed the Mizo Union 
that wanted the Lushai Hills to become 
an autonomous district within Assam. The 
traditional leaders who formed the United 


Tabi.f.: Totai. Tribal PiM-ui.A'noN. Urban/Kcral in the North-Eastern States, 1991 


States 

Pupulation 

Total 

Percentage of 
Urban Rural 

Tribals 

Total 

Percentage of 
Urbaii Rural 

Tribals as 
Percentage 
of Total 

Arunachal Pradesh 

8,64,558 

12.80 

87.50 

5.50,351 

05.84 

94.16 

63.66 

Assam 

2,24,41,322 

11.09 

88.89 

28,74,441 

03.38 

96.62 

12.81 

Manipur 

18.37.149 

27.52 

72.48 

6,32.173 

08.42 

91.58 

34.41 

Meghalaya 

17,74,778 

18.60 

81.40 

15.P,927 

13.56 

86.44 

85.53 

Mizoram 

6,89,756 

46.10 

53.90 

6,53,565 

45.21 

54.79 

94.75 

Nagaland 

12.09,.546 

17.21 

82.79 

10.60,822 

12.04 

87.96 

87.70 

Tripura 

27,57.205 

15.30 

84.70 

8,53..345 

01.65 

98.35 

30.95 


Source: Registrar General and Census Coinmis.<ioner (1992:13.17). 
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Mizo Freedom Organisation (UMFO) 
demanded its merger with Burma. The 
former was affiliated to the Congre.ss and 
the latter merged with the Eastern India 
Tribal Union (EITU). In 1948 the Mizo 
Union launched a campaign against the 
chiefs and captured all three assembly 
seats in 1952. They lost one of them to 
EITU in 1957 and 1962. Thus, the people 
too seemed to be behind those who wanted 
autonomy while safeguarding their iden¬ 
tity. But the failure of the national leaders 
to understand them, strengthened the 
chiefs. During the major famine of 1959 
a chief. Laldcnga, who formed the Mizo 
National Famine Front, got a large follow¬ 
ing. Later, it became the Mizo National 
Front. The 1960 Assam Language Act 
protected tribal languages only in the 
districts where they were spoken. Other¬ 
wise, Assamese was to be the officia! state 
language. These and other issues resulted 
in the two Mizo union MLAs resigning 
their seats after their election in 1962. The 
MNF demanded independence in 1963 
and won both the seats [Sen 1992;37-43J. 

In Tripura the main causes of the unrest 
are post-independence, though their roots 
can be traced to an earlier pcricxl. In 1863 
the Jamatia tri he revolted against the coolie 
labour system imposed on them. The 
Rcangs started an anti-feudal movement 
in 1941-43 under the leadership of 
Ratanmani. During second world war, the 
king tried to recruit them in the army but 
they refused. They were arrested and 
brought to Agartala but fled to the 
Chittagong Hills. Till independence, most 
of the Muslim Bengali peasants migrated 
to Tripura. But in 1946 a large number of 
Hindus flocked there because of commu¬ 
nal riots in Mymensingh [Sen 1993:30). 
Most migrants since 1947 arc Hindus from 
Bangladesh. The population of Tripura 
grew b> 34.41 percent in 1971-81 and 
33.69 percent in 1981 -91. The tribals who 
were 70 percent of the population in 1901, 
came down to 56.37 per cent in 1951 and 
arc around 30 pei cent today. They have 
lost not merely their land but also access 
toeducationandotherinstitutions. In 1961, 
20.24 per cent of the non-iribals were 
literate against 10.01 tribals. In 1981 the 
figures were 42.12 per cent and 23.07 per 
cent, respectively [Sen 1993:14-18). 

In Manipur, the 29 tribes are divided 
into Naga and Chin with a few buffer 
groups wanting to join one or the other. 
They arc a minority and the developmental 
process is controlled by the Meitci, a 
sanskritised Mongoloid group. The main 
competition in recent decades between 
the tribals and the Meitei and between 
relatively strong tribes like the Naga and 
Kuki has been for land. Its monopolisation 
is a basie cause. For example, between 
the agricultural censuses of 1976-77 and 


1980-81, the number of small and mar¬ 
ginal fanners declined by 1.7 per cent and 
the area they operated, by 3.03 per cent. 
The medium and big farmers grew by 0.52 
per cent but land owned by them increased 
by 3.49 per cent. The tribals being pre¬ 
dominantly small and marginal farmers, 
were among the biggest losers. Another 
section of them was tenants. With per- 
.sonal cultivation becoming profitable, 
many landowners went out of the market. 
So by 1980 only 3.49 per cent of the land 
was leased against 14.9 jiercent in 1970 
[Singh 1993:.33-34). 

Thus, the causc.s of unrest dtffcred from 
tribe to tribe, but the process is similar. 
In .some form or the other, the conflicts 
arose as a reaction to a homogenising 
state. The educated elite wanted to be an 
integral part of India while retaining then 
identity and control over their livelihcMHl. 
But the homogenising tendency made cti- 
operation difficult. Another taetoi is in¬ 
ternal divisions. VVitli control over land, 
jobs, and the CLonomy in general, passing 
into the hands of the outsiders, competi¬ 
tion began for the little that was left over. 
So in some ca.scs the tribals have fought 
among themselves, for example the two 
factions of NSCN in Nagaland, the Nagas 
and the Kukis in Manipur and the Ahoins. 
Bixlos and the udivasis in Assam. 

U MM ACilNAI IVH SOI. II Til INS 

The government has put forth admin¬ 
istrative solutions to the .social and eco¬ 
nomic issues. At independence the feeling 
timong the national leaders was that since 
the British had separated the tribal areas 
of the north-east from the rest of the 
country, administration should be extended 
to them. In so doing, their specificity was 
all but ignored. The leaders viewed re¬ 
organisation as the main .solution. But the 
economy wa.s transferred to the hands of 
the outsiders [Choudhury 1990:136-42). 
One is also left with the impression that 
after the Sino-Indian conflict of 1962, the 
concept of a buffer zone re-cmerged. Its 
consequence is the law' and order approach. 
Much of the north-east is under the Special 
Armed Forces Act since 1958. 

Nagaland is a gtMid example. In the mid- 
1950s the inner line permit was modified 
to suit the needs of some economic forces. 
The leaders led by Phizo rose in revolt. 
They knew from their experience against 
the Japane.se that many tribes can come 
together against a common enemy. The 
centre viewed the problem as one of law 
and order, and sent in the armed forces. 
It also facilitated the formation of the 
Naga People’s Convention, an organisation 
formed by sections of a few tribes not 
much represented in the underground. The 
militants were not represented when the 
centre negotiated with this group and 


agreed to the formation of Nagaland in 
1963. The large amounts of funds pumped 
into the state after it have resulted in 
corruption and division among the Nagas 
and m abuses such us class fonnution in 
theirotherwisc egalitarian stK'icty. But the 
problem has not been solved [Sanyu 
1996:135-38). Negotiations arc continu¬ 
ing today with the main wing of NSCN 
but a smaller group is resisting. There 
seems to be a slow change of leadership 
but its extent is ditTicult to usse.ss. One 
can also ask whether in the absence of 
a solution, even the new leaders have 
accepted the framework of the chiefs. 

In Mi/oram too. as a consequence of the 
agitation, various Chin tribes rallied under 
a single umbrella. Those who remained in 
India after the formation of Hurinu, and 
litter Fast Piikisian, ciiine together to find 
a new Mi/o identity. However, because 
of the tendency of A.ssani ntil to lespeci 
their culture, language and identity, the 
mcKlcrn leaders turned against the state 
and kept demanding autonomy while the 
traditional leaders demanded inde|)en- 
dcncc. On March 1.19(>('>, I^iltlcnga formed 
the underground government. Amid the 
rebellion that ensued, the centre intrt'- 
diiced the village re-groupingscheme. The 
people were forced out of their ancestral 
villages, their houses destroyed and 
464 villages re grouped into lO*) centres 
between 1967 and 1970. The Mizo leaders 
approached the Guwuhati high court that 
issued a stay i>rdcr on the centres. So re¬ 
grouping was withdrawn in 1970. An 
amnesty offer was made which niiiny reliels 
accepted. In 1972 Mizoram was turned 
into a union territory but the struggle 
continued. On December 31, 1974, the 
MNI’ issued ’Uuii Mizoram’ notices to 
non-Mizos. An accord was signed during 
the Emergency but rebellion erupted again 
in the mid-1980s. I'inally, an accord wa.' 
signed on June .30, 1986. Mizoram lx:- 
came a .state in 1987. and MNF won the 
elections |Sen 1992:-14-501. The growth in 
literacy, urbanisation and other develop¬ 
ments indicate that a imxlcni lc<ulcr%liip 
has emerged after the acetird. I lomogcne- 
ity. with history of missionary involve- 
incnl. insurrection and the conser|uent 
political awareness, has made it possible 
for the Mizos to mtikc progress. 

All the.se years, the .struggle against 
Assatn was weaker than that against the 
centre. Despite an anti-Assamese feeling 
after the As.sam Languages Act, 'fiipuia 
and the Bcxlos joined the anti loicigncr 
movement in the 1970s and added their 
own demands, .such as to make their Ian- 
guage the medium ol instruction. The All 
Bodo .Students Union fABSU) formed in 
1967 slowly became a major political force. 
The movement for Udyanchal (Bodo and 
Mishing State) began in the 1970s under 
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ihe Plains Tribals Association of Assam. 
But division among its loaders brought in 
st)mc radical ideas. The differences were 
submerged in the anti-foreigner move¬ 
ment. 

However, clause 6 of the I98.S accord, 
spoke of protecting the cultural and social 
heritage of the Assamese but made no 
mention of the others. The clause 10, pre¬ 
senting encroachments on government and 
tribal land, caused apprehension. Since 
then the demand for Bodolundgrew under 
the Bodo People’s Action Committee. An 
agitation was launched on March 2,1987. 
An alliance loo seems to have grown with 
the NSCN. The Bodoland accord was 
signed in 1992 but the agitation continues 
partly liccuu.se its implementation has been 
iwlial and partly becauseof division among 
the BtKios. At present the differences are 
mainly centred regarding the borders of 
the Bodo Autonomous Council. This 
creates a eontlict both with the Ahoms and 
with the adivasis [Roy Is)95:.‘59-691. 

llic historical background shows on the 
one hand a conflict between the modern 
and traditional leaders, and on the other, 
between tribal autonomy and identity and 
the homogenising forces. In cn.sunng their 
control of the ‘unadministered’ territories, 
the British encouraged the traditional 


leaders and came in conflict with the 
missionaries who concentrated on educa¬ 
tion and developing a modem elite. Both 
types of leaders wanted to protect their 
identity but in substantially different ways. 
The former wanted independence and the 
latter, autonomy. Rut with their homo¬ 
genising ideology, the national leaders 
viewed the problem from an exclusively 
law and order and administrative perspec¬ 
tive. Their failure to recognise the real 
problems while searching for a solution 
have strengthened the traditional leaders. 
So the first step in Unding a solution to 
the unrest is to.understand their a.spira- 
tions and respect their cultural, economic 
and .social autonomy and identity. 
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PERSPECTIVES 


Trade Sanctions and Other Barriers 
to Free Trade 

C Satapathy 


Retaliatory and coercive trade sanctions can have undesirable effects 
not only on the target country but also on the eouniiy imposing the 
sanctions and at times such sanctions affect third countries. 
Multilateral trading arrangements in the future mu.si find an efficient 
alternative to sanctions if the cau.se of free trade is to be advanced. 


IN the la$t week of July this year, WTO 
authorised the US to impose trade sane- 
tions on EU exports in retaliation against 
the EU’s ban on hormone treated beef. A 
lew months earlier, WTO had approved 
similar US sanctions on EU exports in 
retaliation fordiscriminationagainst I .utin 
American banana exports controlled by 
US distributors. WTO is a body .set up to 
promote free trade. It, therefore, sounds 
strange to hear of WTO-approved trade 
sanctions. Since fa*c trade is supposed to 
be beneficial to all the trading ptirtners, 
not only discriminating trade barrict^ are 
harmful, but also retaliatory .sanciions. 
After all. one wrong cannot undo another. 
In fact, mtaliatory trade sanctions us well 
as coercive trade sanctions can have un¬ 
desirable effects not only on the taiget 
country, but also on the country that im- 
pt>ses sanctions, and at times such sanctions 
also affect third coutitries. Multilateral 
trading arrangements in the future must 
find an efficient alternattvc to .sanctions 
if the cause of free trade has to be furthered. 

In the case of beef, US .sanctions amount¬ 
ing to $ 11 6.x mi llioti are targeted at gtuKis 
from France, Germany, Italy and Dcmnark 
selectively as these were the EU countnes 
I hat influenced the ban on hormone-treated 
beef most. The sanctions are in the form 
of 100 per cent punitive tariff on delica¬ 
cies such as foie gras, truffles and 
R(X)uefort cheese as well as beef, pork, 
canned tomatoes and mustard. In the case 
of bananas, WTO approval for sanction 
was for a reduced amount of $ 191.4 
million as against the claimed amount of 
$ 520 million. This required the US to 
prune the list of targeted countries and 
items. The main targets were France and 
UK, seen to be most influential in con- 
I tinuing the EU banana regime followed 
by Italy, Germany and others. The pruned 
lest covers nine items of EU products on 
which 100 per cent punitive tariffs have 
been imposed. These are bath prepara¬ 


tions. hand bags, uucoated felt paper and 
paficrboard in rolls, folding carion.s and 
boxes, lithographs, beil linen, batteries, and 
elecirothermic coffee- and tea-makers.. 
These items arc uisrclatcd to bananas as 
also some of the other items which were 
on the original list such as cashmere Irom 
Scotland. Had cashineie not been sparotl 
in the revised list, 4^ Scottish companies 
would have been alfecied, $ .12 million 
worth of business would have been lost 
along with l.tXlO jobs. The very threat of 
sanction in the lir-.i place not only eon- 
fu.sed the exporters of targeted items, but 
also cau.scd them loss of export orders as 
there was diveiMon of business to other 
markets. 

Interestingly, in his detailed analysis 
titled 'Punitive Actions by US Felt World¬ 
wide’ James Cox' ilemotistrates how as 
a result of trade war fall-out, the global 
economy pulls innocent victims into the 
fray. According to him, the US tarills m 
the banana war are having unintended 
consequcnecs. The sanctiotis are intended 
to punish European countries and com¬ 
munities, but many hit firms in the US and 
other countries. For example. Whirlpool, 
a Michigan company pays a Swiss manu¬ 
facturer to make a four-cup coffee-maker 
in Portugal for Whirlpool's KitchenAid 
line. After the punitive tariff. Whirlpool 
has halted further shipments of the coffee- 
maker. Similarly F.xide, a battery manu¬ 
facturer from Reading, Pa owns a German 
plant that makes a battery used to buck up 
power for certain types of medical equip¬ 
ment. The punitive tariff of UK) per cent 
has stopped Exide from importing and 
marketing its batteries. As James Cox puts 
it, “the increasing integration of the world’s 
economies makes it almost impossible for 
the US to urge a tiade war without some¬ 
how shiHiting itself in the foot”. 

Cox has also shown how the sanctions 
hurt third countries. For example. U/beck 
cotton growers who supply to Italian 


Ivdshect munufucturers, us also Chinese 
w ax processors w ho sell toCierman candle- 
makers, have been equally hit. On the 
oiner itand. Ilruiin. a Gcrinun appliance 
manufacturer w ill escape the punitive levy 
as the coffee-makers it sells in the US ate 
made in Mexico. The glohali.sation pro¬ 
cess drives companies to buy raw mate¬ 
rials w'here they are cheapest and to make 
finished goods where the costs are lowest. 
As .such, it is hard to tell who wins and 
who loses ill a trade war. 

I.ONC, lIlSKIKV 

It may sur|nise one that during the .SO- 
odd years of the collective existence of 
GA’n' and its successor WTf), authoii- 
sation to impose .sanctions on a memlier 
country was granted for the first time in 
the banana trade dispute early this year. 
However, sanciions as such have had a 
long hi.storv. Initially when U.S president 
Woorliow Wilson formally endorsed ecii- 
noniie sanctions as a dchberulc foreign 
policy tool in the wake of the first world 
war, he leceivcd a lot of applause. Many 
thought economic sanctions arc a lietter 
alternative to vise of Ibicc and warfare. 
Ovei the years, .sanctions have come in tor 
a lot ol criticism as many |K'rceivc that 
sanctions have been greatly misused. The 
Herald-Sun' wrote in an editorial, ''One 
of Congress' favourite leel good ruses 
involves unilateral economic .sanctions 
against foreign regimes that run :ifoul ol 
US sensibilities. Our trade cmhargoagaiii.sl 
C.'uba is the most notorious example, but 
hardly the only one. The U.S hiis unilaienil 
trade sanctions in force against 74 other 
nations or about 52 percent of the w'orld's 
population.” It went on to say that most 
US unilateral .sanctions weie im|X).sedovei 
comparatively imnoi issues, olteii to ap- 
|)ea.se a .Seiiiitoror Rcpresciitaiive’.s vocal 
constituency buck home. It also poiiiicd 
out that unilateral sanctions rarely v.'orkcd 
unless the target country was a wetik 
economy depiMident on US aid, lor ex 
itiiple. In any case, economic saiK lions, 
it they work, "almost always hurt the pooi 
in target countiics. Political Icadeis don't 
go to sleep hungry or sick, their jieople 
do” (ibid). 

It is significant that many other analysis 
share the view that politicians lavoui the 
alternative ol sanctions. .Stanley A Weiss-' 
writes. “Vet many U.S politicians love 
sanciions; how' else to take 'tough' action 
against a loreign country without risking 
American blood or treasure'^ The U.S has 
become so enamoured with them that it 
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five years”. Mark Suzman^ says some¬ 
thing similar, ■•‘There were several factors 
behind the rush of sanctions over the past 
decade. They formed part of an idealistic 
strain in US foreign policy that was en¬ 
couraged by the power of the US in global 
markets. Tliey were also a fiopular and 
relatively painless way for politicians to 
appeal to domestic constituencies and 
pres.sure groups.” An opinion published 
in the Day ion Daily News^ says it more 
succinctly, "Every time the US gels mad 
at somebody, somebody proposes trade 
.sanctions. It's an easy, emotionally satis¬ 
fying option. It's a way of doing some¬ 
thing serious without putting American 
troops in harm's way.” It goes on to say 
that the sanctions feel good, but they don't 
often work. On the other hand, the sanc¬ 
tions can have bad economic effects on 
businesses in the US without bringing 
about the desired change in the other 
country. 

'USA Engage', a coalition business 
group, has been very vociferously oppos¬ 
ing sanctions. According to this group, not 
only arc sanctions failing in their objec¬ 
tives but arc also causing loss of exports 
to the tune of $ 15 to .$ 20 billion a year. 
The ln.stitute for International Economics 
has carried out u detailed analysis of all 
economic sanctions imposed between the 
first world war and 1990. Tlie Institute's 
study^' shows that of the 115 cases of 
economic sanctions analysed, only .^4 per 
cent were partially successful. The suc¬ 
cess rate was particularly low (24 per cent) 
111 the pericxi 1973 to 1990. The U.S was 
by far the most frequent user of sanctions 
(■77 of the 115 cases). Economic sanctions 
were defined by the institute to mean 
“deliberate government inspired with 
draw-il or threat of withdrawal of custom¬ 
ary trade or llnancial relations”. 

A distinction needs to be made between 
different kinds of sanctions. .Sanctions can 
he multiiatcrai. as possibly Woodrow 
Wilson intended them to be. or they can 
be unilateral, as many of the present day 
sanctions arc. Again, a distinction needs 
to be made between financial and trade 
sanction.s. Unilateral sanctions have been 
found to be rather ineffective with a high 
lateoffailurc. Particularly legislation such 
us the Hclms-Burton Law relating to Cuba 
and the Iran-Libya Sanction.s Act imposes 
boycotts on third countries that trude with 
targeted countries causing diplomatic 
problems with major trading partners. Laws 
such as the 1994 law under which US was 
forced to impo.se sanctions on India and 
Pakistan in 1998 also limit the freedom 
of^e US administration in matters relat- 
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Lugar, who has introduced the Sanctions 
Policy Reform Act. has this to .say, “The 
net effect of sclf-impo.scd unilateral sanc¬ 
tions is that they may deny US markets 
abroad, reduce our trade balance, lead to 
the loss of jobs, complicate our foreign 
policy and antagoni.se our friends and 
allies.” Senator Lugar's proposals would 
require a formal cost-benefit analysis 
before imposing any sanctions. 

How Effective? 

There is also increasing realisation that 
trade .vinctions in a global economy arc 
not very effective. Analysts believe that 
financial sanctions can be more effective 
than trade sanctions. Blocking flow of 
capital including cheaper funds from IMF 
and World Bank, freezing financial assets 
abroad, stopping financial aid, etc, are 
found to be more effective in persuading 
the pol itical masters of the target countries 
to bring about (xilicy changes. On the 
other hand, trade sanctions can be quite 
ineffective if imposed on widely available 
goods or on goods which can be produced 
domestically in the target country. Stanley 
A Weiss givc.s some interesting examples 
where trade sanctions have produced rather 
undesirable effects. Akram. an indicted 
war criminal and leader of a Serbian 
paramilitary outfit blamed for atrocities in 
Bosnia and Kosovo, is a wealthy man. 
Trade sanctions on Yugoslavia amounted 
to a protective tariff and the likes of Akram 
benefited running a highly profitable black 
market in gasoline. Sanctions on Iraq have 
prompted sale of oil at a discount to a 
network of petroleum smugglers that deals 
in more than 2,(X),()00 barrels a day. The 
arms embargo against apartheid in South 
Africa created a large arms industry making 
it not only .self-sufficient in most weapons 
but also a major exporter of .sophisticated 
weapons. 

The study by the Institute for Inter 
national Economics finds that sanctions 
are generally more effective if the goal is 
relatively modest; the target is smaller as 
well as economically weak and politically 
unstable; the target country is an erstwhile 
friend and a significant trading partner of 
the country imposing sanctions; sanctions 
arc impc.sed quickly and decisively; and 
finally the sanctions-imposing country 
avoids high costs to itself. The study notes 
that domestic political goals increasingly 
appear to be the motivating force behind 
many recent sanctions. It also notes that 
some sanctions fail because they were 
never intended to succeed in the first place. 
When sanctions have been u.sed primarily 
for domestic political or other rtictoricai 


primary policy goal and such sanctions 
were as good as not imposed. 

The study by the Institute for Inter¬ 
national Economics offers nine lessons to 
policy-makers and statesmen in the matter 
of imposing sanctions. One of these says, 
“The more it costs a sender country to 
impose sanctions, the less likely it is that 
the sanctions will .succeed”. It further says, 
‘The basic conclusion is clear, a country 
should shy away from depolying sanctions 
when the economic costs to itself are high. 
Countries thatshoot lhem.selves in the foot 
may not mortally wound their intended 
targets.” The le.s.son that the study of past 
sanctions offers is that the sanctions that 
are least cosily to the sanction.s-imposing 
country are often those that make use of 
financial leverage - manipulating aid 
flows, denying official credits, or freezing 
assets - rather than trade controls. The 
study provides a sound basis to conclude 
that trade sanctions are neither effective 
nor desirable. It is a pity that WTO should 
authorise trade sanctions in the name of 
enforcing rules of free trade ignoring the 
lessons from the past. 

WTO rules also permit imposition of 
several unilateral trade measures such as 
anti-dumping duly, countervailing duty, 
.safeguard measures, etc. The impact of 
these measures on free trade in general 
needs to be studied in greater detail. It is 
futile to think that measures such as anti¬ 
dumping duty would merely affect the 
target country, but will have no impact 
cither on the country resorting to these 
mca.surcs or on the trade flow. There are 
widespread complaints that such measures 
arc often being misused by the developed 
aiuntries to protect their inefficient indus¬ 
tries. Normally such measures could have 
been justified on the ground of unfair trade 
and predatory pricing. But studies have 
shown absence of predatory pricing in 
most cases. As in the case of trade sanc¬ 
tions, recourse to anti-dumping action is 
often taken to serve domestic political 
goals such as appeasing vocal workers of 
an inefficient industry in a politician's 
constituency. Sometime back, at the be¬ 
hest of the USTR, the US International 
Tradc Commission^ undertook to estimate 
the combined economic affects of unfair 
trade practices as transmitted through 
unfair imports and of the remedies im¬ 
posed under US anti-dumping and 
countervailing duty laws. The analysis by 
the economists with the commission con¬ 
sisted of estimating the economic effects 
at an economywide level as well as at the 
industry level using industry-specific case 
studies. The analysis estimated the 
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economy wide effects of removal of anti¬ 
dumping and countervailing duty orders 
that included lower prices and resulting 
gains to consumers and industries down¬ 
stream as also the adverse consequences 
to the industrial sectors subject to such 
orders. After discounting the losses, the 
estimated net welfare gain worked out to 
$ 1.59 billion. The estimate took into 
account only 163 anti-dumping and 76 
countervailing duty orders, a total of 239. 
It did not include 170 orders which were 
revoked, nine suspended, 37 terminated 
investigations and 41 orders in which 
.subject imports stopped completely after 
imposition of duty as well as cases filed 
and withdrawn pursuant to voluntary 
restraint arrangement, etc. As such, the 
estimate given by the analysis is very much 
on the lower side as the effects of these 
excluded cases were not taken into ac¬ 
count. However, the analysis underscoies 
the point that removal of the existing anti¬ 
dumping and countervailing orders would 
result in a net welfare gain to the economy 
even after taking into account the loss 
suffered by the affected domestic indus¬ 
try. The analysis also demonstrates that 
such action to protect domestic industry 
comes at a huge cost to the country that 
erects such trade barriers quite apart from 
the cost to the targeted country. 

CaSU of Sl)ll.StD(l;S 

Subsidy to protect domestic industries 
is equivalent to imposing a tariff on import 
of similar products and is, therefore, a 
barrier to international trade. Grant of 
subsidy to domestic products comes at a 
cost, far in excess of the actual amounts 
of subsidies granted. A study by the lead¬ 
ing French economist Patrick Messerlin,'* 
claimed to be the first of its kind, takes 
into account all kinds of protection includ¬ 
ing subsidies, anti-dumping measures, non¬ 
tariff barriers as well as tariffs. The study 
has estimated the cost of protection in EU 
to be a staggering amount of 6 to 7 per 
cent of the GDP, the level of protection 
amounting to 13 to 14 per cent of the 
output of the goods produced in the EU. 
The cost of using trade barriers to maintain 
employment is about $ 2,28,8(K) per job 
saved, which is 10 times the average wage 
for the concerned sectors, ft is also sig¬ 
nificant that 60 per cent of the cost of 
protection goes to the producers as rent 
as a result of direct trade barriers and the 
.amount even exceeds the tariff revenues 
raised by the EU governments. The con¬ 
clusion is that “Ma.ssive private rents are 
derived from protection by a happy few. 
and the resulting large costs are imposed 
on many Europeans". 


Messcrlin’s .study covers 22 highly 
protected agricultural, industrial and ser¬ 
vices sectors in the EU and the estimated 
cost of protection is put at 100 billion 
euros for 1990 with an indication that the 
levels have not changed since. It is also 
interesting that the level of protection i.s 
even higher for manufacturing sectors and 
particularly protection to textiles and cloth¬ 
ing industries alone equals the cost for 
agriculture which is known to be other¬ 
wise highly protected and subsidised. 
Protection to agriculture and textiles has 
been a sore point for the developing 
countries. Market access in the.se sectors, 
where the poorer countries ate believed 
to have a comparative advantage, is being 
effectively denied bj various protectionist 
measures adopted by the developed coun¬ 
tries. The study by Messerlin should now 
open the eyes of the citi'/en.s of the de¬ 
veloped world - even they arc at a dis¬ 
advantage on account of these protection¬ 
ist measures and lliey arc the ones who 
are footing the bill. 

Nki jj for a Frush Lxxjk 

It is in the context of these studies that 
the world trading system needs to take a 
fresh look at the trade sanctions, us well 
as other protectionist measures such as 
subsidies, anti-dumping duty, counter¬ 
vailing duty, safeguard measures, etc. The 
WTO as a body responsible for promoting 
free trade also needs to rethink its ap¬ 
proach to authorising retaliatory trade 
sanctions. If such retaliatory sanctions 
and other trade restricting barriers impo' c 
a cost both on the target country as well 
as on the country that initiates such 
measures, an effective alternative must 
be found to enforce free trade rules with¬ 
out having to take recourse to such 
trade restricting measures. Sometime 
back, Michael A Samuels,'* a former US 
deputy trade repivsentativc. wrote that 
retaliatory trade sanctions are like exact¬ 
ing an equivalent pound of flesh. He felt 
that if banana and beef cases merely ended 
with WTO authorised sanctions only, 
without change in the EU import regime, 
it would be a case of WTO dispensing 
retribution and not ju.stice. The point he 
makes i.s tliat WTO must ensure binding 
and prompt compliance with international 
trade rules. 

In the hormone treated beef case, the EC 
has been offering compensation to the US 
including increased market access to farm 
imports in place of the sanctions. Initial 
reluctance of the US in this regard may 
ultimately give way as per the latest indi¬ 
cations. If so, this may show the way for 
future trade disputes. Payment of compen¬ 


sation and grant of further market acces.s 
should any day further the cause of free 
trade better than closing trade by way of 
retaliatory trade sanctionsorinitiatingother 
protectionist measures that impose a cost 
on both. Future trade talks must address 
these issues and find alternative .solutions 
that can be institutionalised. In the mean¬ 
time Ecuador, a bsmana producer, and a 
party to the banana dispute against EU, 
has approached the WTO to impose sanc¬ 
tions of u new kind. It accuses the EC of 
blatant non-compliance with WTO rulings 
but feels that imposing sanctions of the 
US kind in penalising goods imported 
from EU will inflict severe damage on its 
own economy which is alicady suffering 
the worst crisis in 70 years. Ecuador, there¬ 
fore, proposed to suspend its WTO obli¬ 
gations on intellectual property rights 
which will include withdrawing pro¬ 
tection of EU copyrights, geographical 
indication.'', to wines, spirits and indus¬ 
trial designs, etc. It is an interc.sting ap¬ 
proach by a developing country to bring 
in sanctions against an economic .super¬ 
power in a novel way as trade sanctions 
of the usual kind would have little impact 
on EU but would deprive licuador of 
essential imports. Ecuador's case further 
justifies the need to rethink the validity 
of retaliatory trade sanctions a> well as 
other retaliatory measures such us anti¬ 
dumping. countcivniling and safeguard 
actions which actually restrict rather than 
promote free trade. 

(The vicM s cxpre.sM.'(l in ihisanii. le ai c ilu.' persinial 
views ol ihc author. I 
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REVIEWS _ 

Women in Families and Societies 

Shobhita Jain 

Women and Kinship, Comparative Perspectives on Gender in South and 
South-East Asia by Lcela Dube; Vistaar Publications, New Delhi, 1997. 


THIS is a con.sciously dc.signcd book of 
generalisations and compuri.sons, with full 
realisation of the risks involved in such 
an exercise. For this reason alone, this 
book is ahold attempt tocxplain the prtx;ess 
of social change occurring in the .south 
Asian and .suuth-ca.si Asian stKicties. For 
delineating the nature and character of 
changes the author has selected the broad 
domainofkinshiplu the extent it impinges 
on gender relations. 

Gender differences and/or discrimina¬ 
tion in relation to some aspects of kinship 
patterns in India and in .some of the south¬ 
east Asian countries have been discussed 
at length by quite a number of scholars 
during the last three decades. It will suf¬ 
fice to name only a few like Gloria GtKxlwin 
Raheja {Listrn to the Heron's Words: 
Keim(iginin); Gender and Kinship in North 
India, Oxford University Press, Delhi, 
19%), Renee Ilirschon (edited book 
Women and Property: Women as Prop¬ 
erty, Crortm Helm, 1984), Ursula Sharma 
(VVomc/i, Work and Property in 
IVc.vr/«<//■«,Tavistock Publications, 1980), 
Nocicen Hcy/.cr {Working Women in 
South-East Asia: Development. Sulnirdi- 
nation and Ematwipation, Open Univer¬ 
sity Press, 1986). Heather .Strange {Rural 
Malav Women in Tradition and Transi¬ 
tion, Praeger, 1981), Pauline Kolenda 
(Regional Differences in Family Structure 
iji India. Rawat, 1987) and Shobhita Jain 
(‘Property as Negotiation: Some Aspects 
of Kinship in North \nA\u' .Indian Journal 
of Gender Studies, 1996). 

Women and Kiiaihip takes up gender 
relations in the context of kinship patterns 
prevalent in socially and geographically 
contiguous regions of south Asia and south¬ 
east Asia. We have always been told that 
no anthropologist can afford to sidetrack 
the study of kinship while the author of 
this book is .saying that no anthropologist/ 
sociologist can afford to ignore the con¬ 
nections between the study of kinship and 
women. Her book provitles the reader a 
much wider canvas to map the various 
styles of relating to issues in the areas of 
both gender and kinship. Nearly a dozen 
topics have been selected to develop the 
theme with a common thread of compari¬ 
son running throughout the book. In an 
age of the craft of book writing (the best 


example being Arundhati Roy's God of 
Small Things) it is not surprising to find 
that the author has used the gender-whip 
to flog the horse of kinship studies. In the 
process she has managed to challenge the 
ideology of treating kinship system as 
containing ‘the mo.st changc-resi.stant 
aspects of scKial organi.sation' (pi). Further 
she has veered aw.ay from the simple fiag-. 
waving stance of gender studies and the 
mercchninicling of gender-based di.scrimi- 
nation in society(ies). 

The main contribution of Women and 
Kinship is that it has depicted very sys¬ 
tematically the implications of gender 
differences in selected .spheres (group 
membership, inheritance, resource distri¬ 
bution, sexuality management, purdah, 
biological processes, space allocation, 
residence, marriage, nutrition, education). 
Not added to the list arc the issues related 
to political economy, law and sexual 
harassment. However, our focus here is 
on what has been done and how it has been 
done. Rising above the craft of book 
writing, weean highlight methodologiLul 
lessons, if any, that can be derived from 
Women and Kinship. 

Subsuming in the concept of kinship 
both material and ideological a.spects of 
women’s lives, the author has throughout 
the Iniok pointed to the ideational linkages 
between kinship, religion, production 
system and polity. Kinship as a .set of 
moral principles is seen in this book as 
providing organising basis for recruitment 
of individuals to social groups and their 
location in them. Similarly, as shown in 
the book, stages of formation of the family 
and the household, patterns of residence 
after marriage, distribution of resources, 
rights .and duties of members arc also 
governed by the kinship organising prin¬ 
ciples. The book has in this sense brought 
about an awareness of the reach of kinship 
principles into human life, with its focus 
on women’s lives. 

For demoivstrating the strength of her 
argument the author has adopted a com- 
p.arativc perspective. She believes that 
comparison of patterns and their combi¬ 
nations and pemtutations indicate force¬ 
fully the futility of notions of the natural¬ 
ness of gender differences. Further, it chal¬ 
lenges the tacit belief in the immutability 


of a kinship system. Seen in a comparative 
context, kinship .systems begin to lose their 
rigidities, and allow members' bargaining 
power in both dyadic and group rclation- 
.ships. A look at bvgaining power and nego¬ 
tiability available to women in kinship 
sphere opens the way to examining the 
same in other spheres of .social life. Metho¬ 
dologically speaking. Women and Kin¬ 
ship has taken women studies a step further. 

Let us look at the comparative context 
available in the book. Labelling societies 
patrilineal in one region and bilateral and 
matrilineal i n the other can be a .sure recipe 
for promoting comparisons, which may 
become suspect. It would appear that to 
escape this fate, the author has carefully 
dealt with selected organisational parti¬ 
cularities and their links to other aspects 
of .sticial life. Instead of describing me¬ 
chanically perceived superficial differ¬ 
ences, she has explored the interplay of the 
material and the ideological, and brought 
out the options women have to bargain 
and negotiate in interpersonal lelations. 
Notions like choice and control have been 
discussed to highlight certain contrasts. 

To form the comparative outlook, the 
author has scrutinised a fair ma.ss of rele¬ 
vant literature as is evident from the long 
list of publications supplied in the biblio¬ 
graphy (pp 160-210). She has also carried 
out fieldwork in several geographic re¬ 
gions. In addition, she has visited the 
regions under discussion to personally 
observe, communicate with .siKcialists as 
well as with common people. All this has 
gone to provide the structure and subject 
matter of the book. Brief notes on the main 
featuresuf kinship and family organisation 
in the .societies taken up for comparison 
show that though one region has been 
described as patrilineal and the other as 
bilateral and matrilineal, there are suf¬ 
ficient variations within the regions to be 
noted. Comparisons between and within 
the regions provide a large spectrum, 
necessitating aspcct-by-aspect di.scussion 
of flexibility/rigidity in terms of choices 
available to women. 

As gender-based differences arc so 
thoroughly enmeshed with principles of 
kinship .systems, the book has centrally 
focused on the.se principles alone. To some 
extent it has been done to the exclusion 
of social transformations taking place under 
the processes of modernisation and now 
also globalisation. Readersof die book may, 
on the other hand, find themselves looking 
for the answers to such questions as ‘is 
stability in marriage more valuable than 
the rights and lives of women?’ or ‘can 
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there be no shared responsibility to decide 
family matters?’ or ‘has there got to be 
an exclusive head of the family to run it 
smoothly?’ Perhaps to take the purpose of 
the book to its logical conclusion, the 
author needs to write a companion volume 
to the book under review. Only then can 
one say that the book has attempted to 
explain the process of social transfonna- 
lion in south Asian and south-east Asian 
societies. It would require both theoreti¬ 
cal and methodological innovation in the 
context perhaps of post-ct»lonial ap¬ 
proaches to accomplish such a task. 

With an aura of cultivated theoretical 
awareness the author has kept the use of 


I..ITriRATl]RH on the south-easi Asian 
i-risi.s has followed a natural progression. 
After what happened and why. we come 
to lessons for preventing or nuxlcrating 
future crises. This book is a readable and 
useful contribution ti> the third category. 
There arc detailed discussions of coacretc 
new institutions for lighting and prevent¬ 
ing fires. There is a usel'ul survey of key 
theoretical contributions bearing on the 
issue, but the author clearly believes there 
is no substitute for a detailcil kiu'wlcdge 
of facts and institutions. It is a slim book, 
but has it all; conci.se surveys of cri.ses, 
theories, and major recommendations tor 
the future that have poured in from all over 
the globe. Even so, the core of the bcKik 
is the pei.'uusivc presentation of the so¬ 
lutions he supports, and the reasons why. 
There is also a sy.stematic debunking of 
the others. F.ichcnca’cn has been writing 
in this area for a long time and has a deep 
understanding that makes it a worthwhile 
read. 

There are many possible approaches to 
the problem. When academics are inno¬ 
vative they tend to be unrealistic, policy 
institutions arc often self-serving. Aca¬ 
demics have a greater chance of being free 
of special fnterests; and if the reforms they 
propose can be feasible as well it would 
be ideal. The criteria the author choo.scs 
to adopt arc feasibility of suggested 
changes, the prevention of future crises, 
and their quick containment if they do 
iKcur. The reforms he favours arc; accep¬ 
tance and implementation of international 
standards of good practice with the help 
of private sector bodies with expertise in 


kinship jargon to the minimum and hence 
the bewk is more enjoyable for lay readers. 
The reader is helped by continuous ref¬ 
erences to such principles of social 
organisation as caste in India, Nepal and 
Sri I..anka on the one hand, and to envi¬ 
ronment and ecology sind their impact on 
production on the other. Similarly, refer¬ 
ences tocnionial cx|icriences arc also made 
alongside encounters with capitalism. 
Comparisons among the vario;is regions 
have been eonducietl at the level of social 
.structure as abstracted from collective 
behaviour and to this e.Mcnt gender has 
been firmly located in the kinship map¬ 
ping of south and south-east Asi:i. 


these areas, and supptjrt from the IMF'; a 
reuinic of (loaling excliaiigc rates; itixes 
on short-term capital inflows; and re- 
wriliiig loan coniiacis to include bank¬ 
ruptcy clauses. 

1-01 crisis managcineni, he turns to 
modest and feasible steps that would make 
for faster iiiid easier internntionul debt 
restmeturing. Adiliiig majority voting amt 
sharing clau.ses to loan contiucis would 
prevent a few' isolated ercrlitors from 
holding up settlciaents that enhanee the 
wclfaic of the niajoiiiy. Collective repie- 
scnialion clauses dial appoint a trustee to 
represent and co-oidintilc sovereign debt 
holders and crcaiion ol standing eommil- 
Ices of creditors would encourage fastei 
negotiations. The IMF could lend into 
arrears to indebted eouniries as long as 
they were involved in such good faith 
negotiations, in a variant of the debtor in 
pos.scssion finance, thus keeping the 
economy running, even in a crisis. 

Coming lo relorms proposed, some 
organisations involv ed in the adoption and 
dissemination of eoinnion standards are 
the International .Accounting .Standards 
Committee (www.iasc.org.uk), the Inlet- 
national Organisation of Securities 
Commis.sion (www.iosco.org), and the 
Dank of International Scltlcmenis 
( www.bis.org). T!ie ()HCD has devcloiied 
norms on corporate governance. The IMF 
(http;//dsbb.imf.(irg), in an utienipt V) 
enhance transparency and unifonnitv has 
instituted the General Data Dissemination 
System. GDDS. and Special Data Dis¬ 
semination Standard (SDDS). Ttic internet 
can greatly facilitate the development of 


eommoii standards. It is necessary, how¬ 
ever, to ensure that developing country 
perspectives arc re.speclcd in the firming 
up of such standards. India being one of 
the more inicrnel-fneiully developing 
countries must play a role in this. 

In the author's opinion, the IMF will 
continue to be necessary, but will require 
serious reform. Its major role should now 
he that of an honest broker in bringing 
debtois and cmdiiors together. And in the 
use of moral suasion, backed by its loans, 
to ensure the adoption of common stan¬ 
dards Deciiusc there is a first-niovci dis¬ 
advantage in, for example, redesigning 
debt coiUracis the IMF has a major role 
in CO ordiuatiiig the siinullaucous adtip 
lion of such measures. Since ihcic is Kui 
mueh for the IMF' to do by ii.self. it should 
co-opt private organisations ns it has in 
(he setting of standards. 

Faeiiengreen. like many others, is also 
worried alvmi adverse selection and moral 
ha/nrd. Therefom he does not support the 
Cliiiloii proposal fora special contingeney 
lund. and other proposal., liable lo lead to 
tliese problems. If eouniries and then 
ereiliiors were iilways sure ol lx;ing bailed 
nut. it would encourage them lo take mote 
risks, carelessly. The problem is that in¬ 
sofar as herdi behaviour occurs among 
speeululots. eouniries are punished tor no 
fault of their own. Tlieivfoic bailing-in 
creditors in uerisis, and lending into anrurs 
to enuritries. are luir solutions A lax on 
short-term capital inflows can also dis- 
eouriige the type of capital that is subjccl 
to herd behaviour, as the Chilean case ha.s 
demonstrated. 

In (.'bile all noii-equity (oreigii capital 
had !(' make a one-year, non-interest 
heat ingrleposii. The implieit tax therefore 
ileelmes with the duration of the invest- 
inenl. There is cinpirieal evidence that this 
measure succeeded in Iciigthcning the 
nialurily structum of foreign debt, after it 
was made sulficieiitly comprehensive to 
plug major I'Kipholcs. The ability of priv .tie 
agents lo design loopholes and the costly 
and inviisive monitoring someliines re¬ 
quired lo close them, are the weakness of 
‘ •tell taxes. Therefore they need to be used 
along with improvements in bank’s risk 
management praelices and in regulaiio;i, 
and can be discontinued when the latter 
are strong enough. Chile lifted the capital 
taxes in 19yS, partly lot these reasons. 

Fathengrccn does not think highly of 
many suggestions for creating new global 
irisiiiulions and moves to irnproxc the 
prediction oi crises, since he doubts their 
feasibility. Complex non-linear interac¬ 
tions cannot lie reliably predicted. And 
worst of all. precisely because of herd 
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bchavioul and signalling effects, predic¬ 
tion of a crisis could provoke it. 

Next. I give a simplilied summary of the 
author’s position on the macro-cconomic 
recommendations of the IMF. He rc- 
cogni.scs that the south-east Asian coun¬ 
tries were following con.scrvalive macro- 
ecomtmic policies, and the au.stcrity 
measures routinely imposed by the IMF 
only made matters worse. Moreover, the 
interest rate defence was damaging be¬ 
cause of high gearing and weak banks. But 
on the whole he believes that relatively 
higher interest rates are required in the.se 
countries. Although higher returns to 
investment projects in developing coun¬ 
tries justify higher interest rates than in 
developed ones, it is not possible to pay 
such interest rates in a regime of fixed 
exchange rates. But this is what south-east 
Asian governments were doing prior to the 
crisis. Because the governments were guar¬ 
anteeing fixed exchange rates, and large 
capital inflows made these credible, 
western financial institutions had an in¬ 
centive to ovcrlend to these countries. But 
floating exchange rates are not the answer 
either, because when exchange rates were 
floated there was too steep a decline. The 
answer, according to the author, lies in 
managed exchange rates with sufficient 
two-way movement to force all parties to 
hedge exposures, so that losses from 
sudden shocks do not become cumulative. 
This will also free monetary authorities to 
adjust domestic interest rates as required. 

The advocacy of the dirty float is cor¬ 
rect. But there are two fundamental fal¬ 
lacies in the author's analysis. First, ac¬ 
cording to him, the overtjorrowing by 
domestic institutions was due to weak 
regulations and crony capitalism, but 
ovcricnding by foreign banks was due to 
higher interest rates, i c. price incentives. 
If the light regulations under which for¬ 
eign banks operate did not prevent them 
from ovcricnding. why will lighter regu¬ 
lations prevent developing country banks 
from overborrowing, if interest rate dif¬ 
ferentials induce them to do so? It follows 
that the greater responsibility for the crisis 
lay with the higher domestic compared to 
foreign interest rates, when exchange rates 
were fixed, than with lax regulations. It 
is resolving the former, and understanding 
the correct macro policies to follow, that 
will do mure to prevent a future crisis. 

Second, there is a fundamental change 
in global capital mobility. Robert Mundell, 
this year's Nobel laureate, was the first to 
carefully analyse the consequences of 
perfect capital mobility. He pointed out 
that monetary policy is not independent 
if exchange rates are fixed in such con¬ 
ditions. With floating exchange rales, it 


is, but fiscal policy loses its effect. If there 
is a demand stimulus, interest rates rise 
above world intere.st rates and induce a 
capital inflow that appreciates the exchange 
rate until export demand is cut equiva¬ 
lently. But the problem is that this mecha¬ 
nism cannot be allowed to work in a 
developing country. Since high potential 
growth draws net inflows, a floating 
exchange rate would appreciate and there¬ 
fore harm exports, when stimulating them 
is a major objective for such countries. 
Although developing countries may be 
small in world export markets, they do 
compete intensively with each other. The 
capital account, influenced by potential 
future growth now dominates the current 
account. Therefore trying to ensure equi¬ 
librium through current account adjust¬ 
ments is at best inadequate and at worst 
damaging. The exchange rate has to be 
managed. Since the float cannot be total, 
monetary policy also cannot be fully in¬ 
dependent. 

The best policy fordevelopitig countries 
is to lower their domestic interest rates as 
close to international interest rates as pos¬ 
sible. This will stimulate theirreal economy 
and since capital is willing to flow inter¬ 
nationally there would be no shortage of 
capital. Capital would be attracted by 
higher profit rather than interest rates. As 
long as revenue deficits are contained, 
such a policy will not be inflationuiy. 

It is important to distingui.sh between 
m.icro policies followed before and dur¬ 


ing the crisis. The usefulness of raising 
interest rates in the course of a crisis is 
an analytical question separate from that 
of following systematic tight monetary 
policies so that domestic intere.st rates 
exceed international rates prior to a crisis. 
The latter were partly responsible for the 
south-east Asian crisis. Macro policies in 
a new global regime of capital mobility 
have to be different. The profession needs 
to rethink what are good macro-economic 
fundamentals, and although in accounting 
and regulation uniform standards should 
be accepted, in macro-economics there 
may be a case for acknowledging that 
goixl fundamentals are context sensitive. 
The IMF has to take the lead in acknowl¬ 
edging this. If financial capital becomes 
convinced that there is some variation in 
good macixi-cconomic policies, it will not 
panic at a slight deviation from a rigid 
norm. 

As the south-east Asian economies limp 
back to normal there is a danger that the 
impetus to reforms of international insti¬ 
tutions will slow down. G-IO proposals, 
similar to some mtxrtcd in the book, were 
around after Mexico, but were never 
implemented. Therefore it is imponant to 
keep the debate alive. The book is a li'cid 
contribution to this effort. The author 
may be correct it saying that wc will never 
be able to predict a crisis, but with each 
one, our u nderslandi ng of the cau.ses should 
deepen, and institutions built so that the 
probability of future cri.scs is lowered. 
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SPECL4L ARTICLES 


IHbes as Indigenous People of India 

Virginius Xaxa 

Defining ‘tribe’ has conceptual as well as empirical problems for the academician. Hut tlii.\ term of 
administrative convenience has now been adopted by the tribals themselve.s to mean the dispos.tes.sed. deprived 
people of a region. There is no claim to being the original inhabitants of that region, hut a prior claim 
to the natural resources is a.sserted vis-a-vis the outsiders and the dominant caste. The tribal identity now 
gives the marginalised peoples self-esteem and pride. 


THE idea of ‘indigenous people’ is an 
issue of considerable contention in India 
today. This was hardly so till a few years 
ago. In fact, social workers, administra¬ 
tors, politicians and even scholars widely 
used the term to refer to a certain category 
of people. They hardly felt any unca.se in 
the use of native equivalent of this term, 
viz, ‘adivasi’. Ghurye had of course some 
reservation to the use of such terms; the 
expression he used was ‘so-called aborigi¬ 
nes’. Again it is they who Uiok the term 
along with all the prejudices and ctmjcc- 
tures to the masses. That is how the iden¬ 
tity of adivasis has entered into the con¬ 
sciousness of the tribal people. The iden¬ 
tity that w'as forced upon them from iiuLsidc 
precisely to mark out differences from the 
dominant community has now been 
internalised by the people themselves. Not 
only has it become an important mark of 
social differentiation and identity asser¬ 
tion but also an important tool ol articu¬ 
lation for empowerment. 

The term tribe 

The Anthropological Survey of India 
under the ‘People of India Project’ identi¬ 
fies 461 tribal communities in India. They 
are enumerated at 67,.‘583,800 persons con¬ 
stituting 8.08 per cent of the total popu¬ 
lation as per the 1991 census. The share 
of the scheduled tribe population to the 
total population in 1971 and 1981 was 6.94 
and 7.85 per cent respectively. The ques¬ 
tion of tribes in India is closely linked with 
administrative and political considerations. 
Hence there has b^n increasing demand 
by groups and communities for their in¬ 
clusion it) the list of scheduled tribes of 
the Indian Constitution. That paitly explains 
the steady increase in the proportion of the 
scheduled tribe population in India espe¬ 
cially in the period between 1971 and 1981. 

There has been more concern with the 
identification of tribes than with their 
definition. This does not mean that lists 
have been drawn without any conception 
of tribe whatsoever. There did exist some 
conception. This was obvious from the 


use of criteria that were adopted. These 
ranged from such features as geographical 
isolation, simple technology and condi¬ 
tion of living, general backwardness to the 
practice of animism, tribal language, 
physical featnms, etc. The problem how¬ 
ever lay in the fact that they were neither 
clearly formulated nor systematically 
applied. One set of criteria was used in 
one context and quite another in another 
context. The result is that the list includes 
groups and communities strikingly differ¬ 
ent from each other in respect of not only 
size of the |x>pulation hut also the level 
of technology and other characteristics. 
Indian anthropologists have been acutely 
aware of a certain lack of fit between what 
their discipline defines as tribe and what 
they are obliged to describe as ti ibes. Yet 
they have continued with the existing 
labels. 

The early ethnographers were not very 
clear about the distinction between caste 
and tribe in India The 18th century writ¬ 
ings, for example, sh(»wcd synonymous 
use of the term tribe with caste. Later it 
was even used in a cognate manner as one 
could sec in the use of phrase ‘caste and 
tribes of India' by Rislcy and many others 
in their writings. Efforts to make a dis¬ 
tinction between the two began to be made 
after initiative w'as taken to collect de¬ 
tailed infomialion about the people for the 
census. The census officials were how¬ 
ever far from clear with regard to the 
criterion of distinction. It is with the 1901 
census that one finds a mention of criteria 
how.soevcr inadequate that may be. It 
defined tribes as those who practised 
animism. In the subsequent censuses 
animism was replaced by the tribal reli¬ 
gion. Although the criterion so introduced 
was highly unsatisfactory, it continued to 
be u.sed widely and extensively. 

It is only in the post-independence pcricxi 
that more systematic effort was made 
towards distinguishing tribe from caste. 
Though the di.stinction between the two 
was made in both colonial and post- 
colonial ethnography, the relation between 


the two was differently conceived in the 
two ethnographies. In the colonial elhtto 
graphy, the concern shown by the British 
administrators-scholars was to mark off 
tribe from c.iste. Hetice tribes were shown 
to ln‘ living in complete {.solution from the 
rest of the populatioit and therefore with¬ 
out any iittcraction «)r intenclaiion with 
them. In contrast the main concern in the 
native ethnography has l>cen to show close 
iiitciaciioit of the tribes with the larger 
society or the ci'dlisatum Both Ghurye 
(1963) and Bose (,197.S). for example, 
sircssetl the nature of interaction between 
tribes and the larger Hindu society and the 
ways in which tribes have, been drawn into 
the Hindu society. They stressed similari¬ 
ties bet ween the two societies. .Sinha (19.58) 
even goes t«» the extent of viewing triK's 
as a dimension of little tradition th:it cannot 
be adequately understood unless it is seen 
in relation to the great tradition. 

In view of such conception, tribes have 
come to be primarily studied in relation 
to features and characteristics of the larger 
society. The fcKUs is on how tribe's are 
getting absorbed into the larger society, 
the so-called inainslreain. by becoming 
ca.stc, peasant, class and .so on. With such 
conceptualisation, the identity of the tribal 
group or community is indeed put at risk. 
This is becau.se of the way tribes have been 
conceptualised in anthropological litcra 
ture and the reference with which tribal 
society in India is studied. 

'I'ribes arc primarily seen its a stage and 
type of society. They represent a society 
that lacks positive traits ol the modern 
society and thus consiituies a simple, il¬ 
literate and backward society. With change 
in these features on account of education, 
modern occupation, new technology, etc, 
tribal .society is no longer considered to 
lie tribal. Iftransforniaiioii is in the direction 
of caste .society then it is described as 
having becoinc caste society II the ref¬ 
erence is peas.mt then it is posited as the 
peasant sociely and if the gcneiul direction 
of tiunsformation is social diflercntiation, 
then it is descnbeil as dillercntiated ttr 
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stratified, and thus ceases to be tribal 
society. In the process it is forgotten that 
tribe besides being a stage and type of 
society is also a society alike and similar 
to any other kind of society, say the Oriya 
or the Henguli. But it is precisely this that 
comes to be denied on account of the 
changed situation. Of course it is true that 
the tribes are not of the same stage and type 
as Bengali or Oriya scKicties. There is then 
something clumsy about the use of the term 
tribe in describing the Indian social reality. 

Coiu ept of indigenous 

Such conceptual und empirical prob¬ 
lems inherent in the use of the term tribe 
or tribal .society could to some extent be 
overcome by the use of the term indi¬ 
genous but not without giving rise to other 
problems. The term indigenous or its 
equivalent has been used in anthropology 
to describe gniups called tribes for quite 
some time. Its use now has however gone 
beyond the discipline of anthropology. 
The international agencies arc increas¬ 
ingly and extensively making use of this 
tenn and concept in theirdcliherations and 
discussions. With this the term has come 
to occupy wide currency in general as well 
as in the other .social sciences literature. 
Iti the delilx:ratiuns of the international 
agencies, the term was used for the first 
time in 1957 |Ruy-Bunnan undated|. It 
gained wide currency after 199.H with the 
declaration of the year 1993 as the inter¬ 
national year of the indigenous people. 

In 1957 the general conference of the 
ILO adopted u convention concerning 
protection and integration of indigenous 
und other tribal and semi-tribal population 
in independent countries. The convention 
framed general international stundurds for 
facilitating government actions towards 
protecting and promoting progressive 
integration of the.se people into the respec¬ 
tive nutiunul communities (Convention 
No 107). By 1985 the ILO felt the need 
to revi.se the convention on account of 
changes in attitudes and appniaches to¬ 
wards these people worldwide. The ILO 
had earlier propsised integration us the 
desired objective but this was no longer 
being seen as appropriate. This was so 
because the international organisations und 
increa-sing number of governments were 
moving toward greater recognition of the 
rights of indigenous and tribal people to 
retain their specific identities und to par¬ 
ticipate fully in the planning aiul execu¬ 
tion of the activities affecting their way 
of life. Accordingly the ILO adopted a 
revised convention (No 169) in 1989 after 
the expert committee appointed by the 
ILO gave its tecommendation and the same 


was passed in consultation with other 
international bodies. 

The context of the discourse on the 
indigenous, initiated by the ILO and later 
accepted by the UNO thus basically hinged 
on the twin concepts of 'need right’ and 
‘power right’ of a certain social category 
of people all over the world. This category 
of people were progressively being 
marginalised and dispossessed from their 
sources of livelihood and were vulnerable 
to cultural shock and decimation of their 
collective identity. 

The ILO convention referred to above 
and the Working Group on Indigenous 
Population set up by the Human Rights 
Comnii.ssion of the UNO speaks of the 
indigenous population as follows. They 
are those tribal and semi-tribal population 
that arc regarded as having their descent 
from the populations which inhabited the 
country or the geographical region to which 
the counti 7 belongs, at the time of the 
conquest or colonisation by Europe. They 
are in addition also those who irrespective 
of tlieir legal .status live moic in conformity 
w'ith their social, economic and cultural 
institutions than with the institution of the 
nation to which they belong (Roy-Bitnnan 
undated; Pathy 1992h|. The .semi-tribal 
population arc defined as those who arc in 
the process of losing their identity hut nut 
yet integrated in the national community. 

Thus there arc three aspects which are 
central to the conceptualisation of the 
indigenous people. First, the indigenous 
are those people who lived in the country 
to which they belong before colonisation 
or conquest by people from outside (he 
country or the geographical region. Sec¬ 
ondly, they have become marginalised as 
an aftermath of conquest and colonisation 
by the people from outside the region. 
Thirdly, such people govern their life more 
in terms of their own stKial, economic and 
the cultural institution than the laws ap¬ 
plicable to the society or the country at 
large. What is important here is that the 
notion of indigenous people, despite .shar¬ 
ing attributes in common with the people 
described us the tribal und semi-trihal 
population, is seen as differcnl from the 
latter ill the sense that the indigenous arc 
invariably marked out as a distinct inter¬ 
national entity. That is, the indigenous arc 
invariably sce:^ as victims of conquest and 
colonisation from outside the region; hence 
the outsiders arc easily identifiable. 

Tribes as indigenous 

The term indigenous people though of 
recent coinage at the international level, 
has been in use in India for a long time. 
In fiict, the social workers, inissionuries 


and political activists have been using the 
term ‘adivasi’, the Indian-ianguage term 
for the indigenous people, freely to refer 
to the tribal people since the turn of the 
present century. The term, in conjunction 
with other related terms .such a.s aborigi¬ 
nes, autochthonous, etc, has also been 
extensively used by scholars and admin¬ 
istrators in their writings and reports. The 
term was used mainly as a marie of iden¬ 
tification and diffetentiation, that is. to 
mark out a group of people different in 
physical features, language, religion, cus¬ 
tom, siKial organisation, etc. Even Ghurye 
(1963:12) who otherwise talks of tribes 
as backward Hindus and has reservation 
about the use of the term 'adivasi', refers 
to them as the aboriginc.s. He writes, "when 
the history ot internal movements of 
peoples is not known, it is utterly un¬ 
scientific to regard some tribe or the other 
as (he original owner of the soil. It is 
possible to contend that even if the tribes 
are not aborigines of the exact urea they 
now occupy, (hey arc the autochthonous 
of India und to that extent they may he 
called the aborigines.” 

Thus hardly any unease was felt by 
scholars in the use of the term to refer to 
these groups of people. No clTort what¬ 
soever wits made to dispel the myth as¬ 
sociated with the terai (hen. The term 
however did not remain confined to onl> 
the scholars, administrators, politicians 
and social workers; it percolated down 
also to the people. Indeed, it is social 
workers, political activists, administrators 
who took (he term and along with it all 
the prejudices and conjectures to the masses 
1 Sengupta 1988; 1003 ]. 'Ilie term thus cann' 
to be widely used to refer to the tribal 
people. It was hardly questioned, let alone 
dchuicd. So long as it had not a.ssumcd 
a political dimension, it had remained an 
accepted term of description and designa¬ 
tion of certain category of people. 

It is only with the inlcrnationalisution 
of the rights and privileges associated with 
it that the use of the term indigenous has 
come to be critically examined or evcii 
challenged in the Indian context. 'I'hc .sense 
in which the term was used earlier and the 
sense i n which it has come to be used today 
arc definitely not identical though they 
overlap in .some sen.se. Today, aspects of 
marginalisation arc built into the defini¬ 
tion of indigenous people. Only those 
l^ople that have been subjected to domi¬ 
nation and subjugation have come to 
constitute the component of the indig¬ 
enous people. Yet the use of the term 
adivasi (indigenous) to de.signate certain 
category of people and not the other 
category clearly reveals that these aspects 
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were not altogether lost sight of. It may 
be noted that even earlier the term was 
used to delineate people who were back¬ 
ward and cut off from the mainstream 
civilisation. The basic mark of differen¬ 
tiation was between those who were part 
of the civilisation and those who were not. 
Hence the useof the term adivasi tode.scrihc 
tribal people seems to have some validity 
even in the .sense of marginalisation. 
Historical antiquity may have been a more 
distant criteria, but the most immediate 
and proximate seemed to be the fact that 
they were not part of the civilisation, in 
a certain .scn.se then there was the aspect 
of marginalisation that was taken note of 
while designating a group as adivasi. 

This seems all the more obvious when 
we take the other aspects of the Indian 
.society. The coming of the Aryan-- has 
been invariably taken as the decisive 
historical factor to detennine the original 
people of India. Yet not all the original 
people have been culled the indigenous 
people. The groups speaking languages 
belonging to the Dravidian linguistic sux;k 
no doubt have been considered the inhab¬ 
itants of India before the coming of (he 
Aryans. Yet they have never been de¬ 
scribed as the indigenous people, mainly 
because they do not con.stituie the 
marginalised groups. The governnicnt of 
India had in fact placed no objection to 
the use of the term when it was deliberated 
upon in the ILO convention in 1^57 and 
was tied to covenant 107. This was so 
because the term then had not raised such 
issues as empowerment and rights; rather 
it had articulated the need of integrating 
tlie indigenous and tribal people into the 
larger social and political system. By 
contrast the focus had shifted from inlc- 
gration to one of rights and empowerment 
by 1989. And no sooner had the issue 
shifted than the argument ensued that a 
category such as this docs not hold in the 
Indian context. 

Argumcnis against 

Much of the discussion questioning the 
indigenous people's status in India has 
centred on the complex historical pro¬ 
cesses of the movement of the population 
and their .settlement in the subcontinent. 
It is said'that unlike in the Americas, 
Australia, New Zealand with a recent 
history of conquest, immigration and 
colonisation in India idcntillcation of 
indigenous people is not easy. Rathcrthcre 
have been in India waves of movement 
of populations with different language, 
race, culture, religion dating back centu¬ 
ries and millennia. Hven groups or com¬ 
munities described as tribes have not been 


outside of this pruc'css. Given this, how far 
back should one go in history to detennine 
people who are natives and who are 
immigrants. Indeed any demarcation is 
going to be arbitrary and hence extremely 
contentious. And indeed .so has been the 
case as we can .see from the discussion 
below. It is also inaintained that the com¬ 
munities described as tribes have been 
living in close proximity with the iion- 
iribal people for over centuric leading to 
much acculturation and even assimilation 
into the larger Hindu society. The Indian 
experience, it is stated, is different from 
that of the new world where it was marked 
by conquest. sub|ugulion and even deci¬ 
mation. It is lienee argued tliat it is not only 
the point of depuriure that is problematic 
but also the liKiian cx|rericnce. 

It is with the people described as tribes 
tliat the term indigenous jrcople iias gen¬ 
erally come to be as.sociatcd in India. It 
is assumed that they have been the original 
settlers of what geographically consiitules 
India today or at least people who inhuh- 
ilcd the region hefore the coming ol the 
more dominant sections of the Indian 
society, vi/., the .Aryans. They are said to 
belong to social groups other than the 
Aryans and speak a variety of dialects 
belonging picsuinahly to two mam lin¬ 
guistic families, viz, the Dravidian and the 
Austric. The plausibility of groups speak¬ 
ing ’I ibeio-liuriuaii languages is not alto¬ 
gether nilcd out from the purview of the 
status of the original iiihabitants in India. 
These groups have generally been tle- 
.scrilsod as atlivasis or the original iJeo.ole 
by siKial workers, mi.ssionarics, political 
activist's scliolui s and administrators since 
the beginning ot the present century. Buy 
{1973-.124-2.‘5) writes, “The communities 
of people of toilay whom the anthropolo¬ 
gists call tribals. happen to he the indi¬ 
genous. aulochthonousfadivasis, adimjati) 
people of the land, in the .sen.se that they 
had long been settled in different parts of 
llie country belorc the Aryan-speaking 
peoples penetrated India to settle down 
first, in the Kabul and Indus valleys and 
then within a inilicnnium and half, to 
spread out in sltiw- stages, over large areas 
of the country and push their way of life 
and civilisation over practically the entire 
area of the country along the plains and 
tlic river valleys." 

The question that is of central impor¬ 
tance here is (IJ whether groups desig¬ 
nated as tribes have been natives of India 
and non-tribes immigrants; and (2) if (hey 
have not been natives whether their settle¬ 
ment is prior to that of the arrival of the 
major social group, the Aryans. Most of 
the scholars are of the view that tribes 


could hardly make legitimate claim (hat 
they arc the only natives of India. They 
cite observations made by scholars, how- 
.soevcrconfliciing they may be, in supptvri 
ot their position. Hutton for example is 
ot the view that only the Negritos may be 
considered as the original inhabitants of 
India though they do nut have any marked 
presence now. He considers groups Iw- 
longing to the Austric, Dravidian catego¬ 
ries. etc. as much outsiders us the Aryans. 
Guha is also cited for making similar 
observation in the context of Austric 
speaking people |Shah I9K2|. But more 
authoritative sources on which such claim 
is questioned are the traditions of the tribes 
thcm.selves its they siieak. DuIk (1977:2) 
writes, “it is dtificult to speak of ‘tiriginal' 
inhabitants, iortrihal traditions themselves 
make repeated mention ol inigralioti of 
their anccstois. Tlicre is citnsiderahlc 
evidence to .suggest that several groups 
were pushed out of the ari'as where they 
were first settled and had to seek shelter 
cl.scwhcre. And there are several groups, 
iKiw absorbed in Hindu society, which can 
make an equally lennhie claim to being 
original or, at any rate very ohi inhabit 
ants". Beteille (1998) makes similar 
observation on the point under retcreiice. 

There arc two suhsiiiniivc points that 
have lieen made here. One is whether one 
cun speak of trilves us the original |)eoplc 
especially in view of their migratory 
movement. This is indeed an iniportuni 
argument and cannot be brushed aside. 
The other makes reference to the claims 
that may lx: niiide by groups that have Ik'cii 
absorbed into the Hindu society. The latter 
suffers from a certain Haw. l-irslly. it is 
hypothetical. The second is (hat the gniups 
lose the right to make such claim by virtue 
of their choice to gel absorbed into the 
dominant, vi/, the Hindu society. 

if the issue of liilics as natives is que.s- 
tionahlc, is it .so also with the second 
question? That is, arc all tribal groups the 
inhabitants that settled the territory before 
the coming of the Aryans, the assiiriicd 
cut-off point for demarcating (he indi¬ 
genous jK'oplc in India? Whereas this is 
more or less the ea.se, it cannot he said with 
certainty lot all the groups (lesciihcd as 
tribes in India. It is.said that there aie irilios 
in India especially in the north cast whose 
settlement in the tcrnionc.s they inhabit 
today is an even latci pliciionieiii)ii than 
the settlement ol many non-irihes in othci 
parts ol’ India. 'I’he Nagas for example arc 
staled to have conic to India around the 
middle of the lust milleiuiiuni Hf lirst to 
Tibet and later to the territory where they 
live now. a period later than tlic coming 
of Ihi Atyans. The Mizos uic said to have 
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settled in the territory where they live only 
in the 16th century. The Kuki settlement 
is considered even later than that of the 
Mizos. In contrast to this, the non-triba! 
groups like the Bengalis. Gujaratis. Oriyas, 
etc, have a much longer history of settle¬ 
ment than these tribes. Given this, it 
becomes indeed problematic to say that 
all tribal people in India are earlier settlers 
than the Aryans and therefore tribes are 
indigenous and non-tribes non-indigenous. 

There is a need to make distinction 
between .settlement in the context of 
country (India being the reference point 
here) as a whole and settlement within its 
parts or regions. In the discourse on in¬ 
digenous people, the two aspects are either 
ignored or mixed or even interchanged. 
An argument valid at one level, fur ex¬ 
ample at the ItKal level, is often used to 
substantiate the argument at another level, 
such as the country as a whole. The Santhals 
may have settled in the territory where 
they live now, the Santhal Parganu or its 
adjacent areas, in the beginning of the 19th 
century. They may have even .settled there 
later than the Bengalis. But that in no way 
negates the fact that their settlement in 
India is prior to that of the groups com¬ 
monly referred to as the Aryans such as 
the Bengalis or Gujaratis. But to claim 
indigenous status on this ground is not so 
simple as one can sec from the discussion 
that lollows. Conversely, the settlement of 
the Mi/.os in the country called India may 
have been a later development than those 
of the Gujaratis or Bengalis, but the fact 
remains that they arc the original .settlers 
of the place where they live now. 

It needs to be mentioned here that the 
tribal groups in India arc not solely com¬ 
prised of the Dravidian and Austro- 
Asiatic speaking groups. A very large 
number of the tribal groups in fact belong 
to the Tibeto-Burman speaking groups, 
many of whom can hardly be considered 
indigenous if the arrival of the Aryans is 
taken as the cut-off mark to decide who 
is indigenous and who is nut indigenous. 
To restrict the lenns indigenous to refer 
to only those gioups of people who had 
entry prior to those of Indo-Aryan group 
would be to exclude many tribal groups 
of the Tibeto-Bunnan family from the 
status of indigenous people. There are also 
tribal groups like the hhils that speak 
languages of the Indo-Aryan family. This 
poses the problem of their identification 
as indigenous people. Yet it is generally 
held that the groups so referred have been 
drawn into the languages they speak 
through the process of interaction and 
acculturation with the Indo-Aryan speak¬ 
ing groups. In terms of their culture and 


physical features, they are however still 
considered different from the Indo-Aryan 
population [Hermanns 1957:23]. 

What this means is that people identi¬ 
fied and described as tribals arc not to be 
necessarily treated as indigenous and that 
there are tribal groups which could be 
treated as indigenous and others which 
could not. In contra.st many groups and 
communities especially those belonging 
to the Dravidian language speaking group 
such as the Tamilians, Tclgus, Malyalis, 
could stake a claim of being indigenous 
people by virtue of the fact they have been 
inhabitants of India prior to the coming 
of the Aryans. They are however not 
recognised as tribals and share few attri¬ 
butes in common with the tribals who stand 
dispossessed, exploited and marginalised. 
Rather they constitute a part of the domi¬ 
nant national community. In terms of other 
criteria that go to make up indigenous 
people, vi/., marginali.scd status, loss of 
control over resources, etc, they can hardly 
be considered for the indigenous people 
status. The congruence between the term 
and the concept on which the tribal ac¬ 
tivists defend the application of the term 
does not stand valid in all situations. 

There is still another ground on which 
the indigenous claim is contested in the 
Indian context. It is generally held that the 
Indian society is made up of a nuinter of 
ca.sics and groups and that many of these 
have been formed out of the process of 
fusion of various groups and communities 
including tribes. This is all the more true 
in case of the regional linguistic commu¬ 
nities such as Bengalis, Gujaratis, Oriyas 
etc. In view of this, it may become nec- 
c.s.sary that a .segment of the same com¬ 
munity he identified as indigenous and 
another as non-indigenous. 

Arguments for 

'Ilie extension of the term i.s however 
strongly defended by activists .ind other 
scholars both tribal and non-tribals. This 
is done not so much on the basi s of original 
.settlement as on .some other consideration. 
They, of course, trace the history of tribals 
in India much before the coming of the 
people who have been described as Ary¬ 
ans. They ask why tribals, who.se ancestors 
lived hen for some thousands of years 
prior to the .^ryan invasion, a fact that can 
hardly be disputed, should not be consid¬ 
ered indigenous people so that certain 
positive international instruments arc made 
applicable to these marginalised and de¬ 
prived social groups. But the ca.se is made 
more forcefully on another ground. Pathy 
(1992:8), for example, writes that tribals 
in a way have been victims of conquest 


and colonisation and hence share all the 
attributes of the colonised people such ns 
ethnic identity, loss of control over cus¬ 
tomary territorial resources, cultural anni¬ 
hilation and powerlessness. He makes the 
case despite his recognition that insisting 
on original settlement in a territory is 
problematic and unreasonable. 

But then even the issue of colonisation 
and colonised status remains far from 
rcsol ved. First of all we do not have detailed 
and well researched historical material on 
the nature of relations or encounter be¬ 
tween groups that are de.signated as the 
indigenous people and the other social 
groups for the periods preceding the 
coming of the British. Hence it is difficult 
to say anything with certainty about the 
nature of relations between the two types 
of social group.s. In general the relation 
between tribes and nun-tribes has been 
described as one of mutual cucxi.stcnce 
rather than one of subjugation and domi¬ 
nation at least until the advent of British 
rule. In fact, this is the other important 
ground on which the term indigenous 
people is contested in the Indian context. 
It is said that most of the studies of the 
history of Indian civilisation show that the 
growth and expansion of Hindu society 
was a prolonged and complex process of 
assimilation. And the nature of interaction 
between the two has been broadly de¬ 
scribed as one of peaceful cncxi.stcncc 
rather than one of conquest and subjuga¬ 
tion [Bose 1941; Bctcillc 1998:1891. 

Such a nature of interaction between 
tribals and non-tribals has also been en¬ 
dorsed by a scholar who otherwise talks 
of an aggres.sive absorption into the Hindu 
.society with the onset of the colonial rule 
[Desai 1977:241. Pathy (I992a:51) him¬ 
self elsewhere talks of a symbiotic rela¬ 
tionship between the tribals and the non- 
tribals rather that one of colonisation and 
conquest. He writes, “majority of the .so- 
called tribals of India held developed class 
structure over a long period of time and 
therefore had interactions with the other 
communities. Up to the time of colonial¬ 
ism, it was largely not a relationship of 
domination and subjugation.” Not only is 
determining original settlement in the 
territory problematic, but also the ques¬ 
tion of colonisation and subjugation as one 
can .see from Pathy's oKservation. This 
means that the question of indigenous 
people could only be raised from the period 
of the arrival of the British and the sub¬ 
sequent process of colonisation and sub¬ 
jugation in India. If these proce.sses are 
taken as the point of departure for demar¬ 
cation of indigenous people, then the i.s$ue 
of original settlement that is so central to 
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the notion of indigenous people becomes 
redundant in defining indigenous people. 

In fact the whole exercise of identifi¬ 
cation of groups and communities as tribes 
during the colonial period was to a great 
extent contingent upon the differences 
tribes displayed in relation to the larger 
society. Thus tribes were by and large 
considered as tho.se outside civilisation. 
This means that they not only remained 
outside the politico-administrative struc¬ 
ture of the larger society or the kingdom, 
but also outside the general social 
organisation and worldview of the larger 
.society. In short they continued to be 
di.stinct becau.se they escaped colonisation 
and subjugation. Where people were 
subjugated they became part of the larger 
social organisation and failed to maintain 
their distinctiveness. Whether the;, lived 
in hills, plateau or forest and lived by 
hunting, food-gathering or practised slash 
and bum cultiv tion followed from being 
outside civili.sation. Betcille (1986:316) 
has forcefully brought this out. He writes 
that where tribe and civilisation coexist, 
as m India and the Islamic world, being 
a tribe has been more a matter of remain¬ 
ing outside of stale and civilisation, 
whether by choice or necessity, than ol 
attaining a definite .stage in the evolution¬ 
ary advance from the simple to the com¬ 
plex. The Indian practice of regarding as 
tribes a large assortment of communities, 
differing widely in .size, mode of liveli¬ 
hood and social organisation cannot there¬ 
fore be dismis.sed as anomalous. They arc 
all trilxis because they all stood more or 
less outside of Hindu civilisation and not 
because they were all at exactly the same 
stage of evolution. In short they are des¬ 
cribed as tribes and therefore even as 
indigenous people because they escaped 
colonisation and subjugation processes. 

The use of the tenn indigenous people 
to refer to the tribal people is defended 
on yet another ground, ft is argued that 
unlike antagonists who tend to take note 
of only historical realism, wc have also 
to take note of critical realism. They .state 
that irrespective of the place and time of 
origin or their occupation or their present 
habitat in India, there arc certain commu¬ 
nities, which until recently maintained 
pnicticafly autogenous sources of legiti- 
misation of cultural and social proces.scs 
and were accentuated by the ideology of 
a self-regulated economy and had only 
marginal articulation with the external 
political structures. Their indigenous iden¬ 
tity cannot be brushed away by juxta¬ 
position of non-meaningful occurrences 
in space and time in systemic terms f Roy- 
Burman 1992:24). 


Such claim is difficult to establish to¬ 
day. Not only have the tribal communities 
been brought under uniform administra¬ 
tive and legal structures under the British 
but they have also been drawn into the 
politico-ccunoinie process of the larger 
society e.spccially in the post-imlcpemlcnce 
period of economic development. There 
are very few tribes which have escaped 
such processes. The actual empirical re¬ 
ality is then loo complex. It is not at all 
surprising then that elsewhere Roy-Bur- 
man (1983:1172-74) writes, "even many 
of tliosc with the simplest technology were 
integrated with the widersocicty’’. In short 
the u.sc of the term indigenous to dcscrihc 
tribal people in India is fraught with dif¬ 
ficulties. It doc.N not rcdecl an empirical 
reality hut is more of a political construc¬ 
tion. 

Though the ijucstion of indigenous 
people has been generally discussed in the 
context of the country as a whole, the 
discussion in ilie Indian context has also 
been drawn in relation to the regions or 
territories within ihc country. It has gen¬ 
erally been observed that (here have tx*en 
so many migi,iiions in and out of the 
region in the pa.si centuries that no par¬ 
ticular 'jail' can have genuine grounds for 
making a cl.iiin to Ire the original inhab¬ 
itants [Betcille 1998:189; Hardimati 
1987:1 .‘I-16j. in di.scussion of indigenous 
people in India it is important that wc do 
not mix the problems obtaining at two 
levels. Often the problem at the level ol 
the coiintiy is used to make case against 
tribes being nuligenou.s at the regicnal/ 
local level and vice versa. Posing the 
quc.stiun of tribes as the indigenous people 
in relation to territories within the country 
rather than the country as a whole indeed 
gives rise to problems of somewhat dif¬ 
ferent nature. 

Movement of populations belonging to 
different race, ethnicity and lingui.stic 
groups including tlio.se described as tribals 
from one place to another is something 
that has been in procc.ss within India ovci 
the centuries. Thus the groups which may 
be indigcnou.s with respect to the country 
as a whole may not lie indigcnou.s in respect 
of their settlement in a given leiTitory. It 
may also hapfien, that the same group is 
indigenous and not indigenous at the same 
lime. The Oraoixs. Munda.s and many other 
tribes living in Jharkhand, for example, 
may have legitimate claim to be called the 
indigenous people in respect of their 
settlement in the country called India prior 
to that of the Aryans or even in rc.spcct 
of their settlement in Jharkhand, but it is 
not certain if they can claim to be indi¬ 
genous in Assam or Bengal where they 


have moved in the course of last one 
century or so. Indeed their claim of being 
mdigciums is strongly contested in these 
places. Now'heie is this marc true than in 
Assam whore the migrant tribals’ claim to 
be llie indigenous people is being disputed 
iiy Mich tribal communities as the iHidos, 
niishings and others who have a much 
longer hi.siory' of settlement in the region 
than the tribals from Bihar.(Jrissa, Madhya 
Pradesh, etc. If however one takes India 
a:s a whole, then these migrant groujis have 
a much longei record of settlement than 
the irilK's in the north-easicin region. The 
tribals from this region have also moved 
in large numbers to Andaman l.slaiul and 
have .settled there as eullivuiors aflei ic- 
elaimiiig land Irom the loirsl and in tlie 
proees.s dispossessing the native .larvas 
from their territories. 

Adiva.si rnnst i(>UMU'x\ 

In the context of India as a whole., 
identification of indigenous |ieo|>les is 
indeed prohiemaiic. 1'he problem emn- 
nates from the fact that the population 
movements and exiicrienees in India have 
becndiflereni from thoseofllie new world. 
It is true that the movement of population 
even in the new worKl has been, like in 
India, of dilf'Tent race, language, region, 
religion, cnilinc, etc. In the new world 
however these groups diil not come to 
establish or have siK'cial relations with a 
given territory or region in the course of 
their movement. In India the movement 
of the population was .somewhat dificrciit. 
Here ditfcrcnl communilie.s came to de- 
velopdislinct and definite us.s(X'iation w ith 
certain territories in thccourse ofihe history 
of their movement. 

Whethcrihose especially associatctl with 
a given lerriioiy are indigenous to the 
territory or area they live in is a question 
that will always be eoniested. What how¬ 
ever has come to be accepted that they 
have developed special relations with the 
territory in qugslion. These ten ilorii •. the 
eominuiiitic.s in quc.slion have con.sidcied 
as their own as against iho.se ol other 
communities. They coiisideied themselves 
to have prior and prcfeieniial if not ex 
elusive riphisoverthc territory where they 
lived cither on account of il:fir prior 
hisioi ical .stillcmcnl or minierit.il and otiici 
dominance. Foliowing Ihr, they aspired to 
promote and proleti the inteicsis and 
welfare of Iheii eoinniiniiiy and confer on 
Ihc members o! ilieir eomnuinity s|x-cial 
rights and firivilegcs. It wsis aspitalions 
such as tins .nniaig the members of the 
comniuriiiy that led to the desire to have 
u state of then own. And after having 
realised this, they lend to promote the 
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interests of their members by means of 
state patronage of various kinds. 

The people living in their respective 
territories have thus conte to sec the states 
to which they liclong as the culmination 
of the yearning of the members of a 
particular territory to have a homeland of 
their own. The Bengalis for example have 
a very strong sense of attachment to Bengal 
as Tamilians to Tamil Nadu. There is in this 
an indication of the recognition, implicit 
though it may be. that certain people have 
prior right over others in the territory that 
they occupy. I'his is almost like saying that 
they arc the original inhabitants of the 
territory that they inhabit. It is therefore 
not a coincidence that the dominant com¬ 
munities hardly feel the need to articulate 
issues in terms of rights of indigenous 
people. They have slates of their own and 
therefore territories too. It surfaces only 
when they feel threatened from the move¬ 
ment of the population from outside the 
community. The threat is felt either on 
account of fear in the rise of number of 
members from outside the community or 
loss of control of power, economic and 
political. Nowhere is this identity with 
land or territory more crudely manifested 
than in the son-of ihc-soil theory that has 


been raised from time to time by the 
dominant regional communities in India. 

In short, people of India representing 
different languages, physical features, 
cultures, mode of social organisations, 
etc, identify and relate themselves in a 
special way with a given territory or region 
in the country. Attempts have been made 
to provide theoretical understanding to 
such developments in India. In doing so 
scholars have invariably made use of such 
concepts such as nation and nationality. 
In the context of India, the two concepts 
refer essentially to the internal political 
arrangement of the Indian union compris¬ 
ing a number of linguistic-territorial state 
units and components with a variety of 
regional pressures. At the .same lime there 
has always been some kind of chcck-lisi 
of the objective criteria whereby a nation 
or nationality could he dermed [Vanaik 
And in both of thc.se cosKS'piions, 
the element of territoriality .issumcs a 
central place. 

The paradox is that whereas such privi¬ 
leges and rights are freely lecogni.sccl in 
respect of the dominant communities in 
India, tlic same is ilciiicd to the tribal 
communities. In the process they arc 
progressively gcitingdi.sposscs.scd of their 


control over land, forest, water, minerals 
and other resources in their own territory 
and are increasingly subjected to inhuman 
misery, injustice and exploitation. If Uieir 
status as indigenous people of India is 
problematic, and the problem indeed is: 
both empirical and conceptual, the least 
the dominant regional communities could 
do is to recognise the priorities of rights 
and privileges of these people in the ter¬ 
ritories and regions they inhabit. It is the 
non-recognition of these rights and privi¬ 
leges by thedominant sections of the Indian 
society that has led to increasing articu¬ 
lation of the idea of indigenous people by 
the tribal people. 

It is in the absence of such powers and 
rights that a new form of identity, viz, 
identity of adivasis or indigenous people 
is cry.stallising among the tribes of differ¬ 
ent parts of India. The term that was 
initiated mainly a point of reference or 
description has become an important 
marker of identity articulation and asser¬ 
tion today. The designation or description 
of tribes as indigenous people had not 
emerged from self-identification or de¬ 
scription by the tribal people themselves. 
It was not a part of positive identification 
and evaluation by tlic tribes. Rather the 
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uuuiders had imposed it on the tribes. The 
identity that was forced from outside has 
now been internalised among the tribes. 
Today, it is an important mark of identity 
and consciousness of the people, an iden¬ 
tity that evokes a sense of self-esteem and 
pride rather than a .sense of lowly and 
inferior stx:icty that often goes with terms 
like tribe or tribal. 'ITie people now use 
it to identify and define themselves. It is 
in relation to the identity of adivasi that 
tribes are increasingly differentiating them¬ 
selves from the non-trihal population at 
least at the grass roots level. The decla¬ 
ration of the year 1993 as the international 
year of the indigenous people has only 
sharpened this identity for identity, since 
then carries certain rights and privileges 
with it. 

Further, the identity being cxpt.isscd 
now by the term adivasi i.^ indeed an 
expanded identity cutting across Iriltes 
tearing diflVi . ft names, speaking differ¬ 
ent language., or dialcets. It also goes 
beyond groups and communities or parts 
thereof that arc listed in the Constitution. 
It is to be noted that there is an itnponant 
gap in the .sense in which the term tribe 
is used and understood by the tribals and 
in the .sense in whieh it is undersuiod by 
others, especially the administrators, law¬ 
yers and academicians. F'or the latter. 
cniTimuniiics are trities only if they arc so 
listcil in the Constitution. Tribes on the 
other hand do not view trite.s in the .sense 
of poliiico-administrativccaicgoiy. Rather 
they view them in the sense of belonging 
to the same community irrespective of 
whether a group or segment of it is listed 
oi not listed in the Constitution. And by 
virtue of this bond nfcmotioii they arc also 
adivasis or the indigenous people though 
the Constitution docs not recognise them 
as the tribes. 

Ill many parts, the category has even 
taken political oveloncs. In Chotanagpur, 
for example, as early as 19,39 it assumed 
the form of a demand for a separate state 
of their own for the adivasis. Hven the 
oiganisation formed to spearhead this 
movement, viz. Adivasi Mahasahha, drew 
its inspiration from being described us the 
original people. Such a pchlical overtone 
is not confined to Chotanagpur alone. It 
is catching up in other pans of India ns 
well but more prominently in the tribal 
regions of central and western India such 
as Madhya Pradesh, Gujarat. Raiusthan. 
It has already given rise to a number of 
organisations at local and regional levels 
that have been aniculating the issues of 
the tribes in terms of the status of the 
indigenous people. There arc organisations 
which are actively aniculating the issue 


of the indigenous people at the national 
and the intcniaiional levels. 

The adivasi eon.sciousness and the ar¬ 
ticulation of indigenous people status is 
not so much about wlicther they are the 
original inhabitants of India as about the 
fact that they have no ixiwer whatsoever 
over anything (land. rore.st, rivcr.re.sourccs) 
that lies in the territory they inhabit. This 
is despite being the original inhabitants of 
India in relation to the others. The con¬ 
sciousness and ilie articulation arc basi¬ 
cally an expression of the yearning to have 
or to establish a special relation with the 
territory in whieh they live. It is the same 
kind of ycai nine dial the various domiiuml 
cnnuiuinities of India artieuiuted in the 
period before iiKlcjiciideiicr or after iiide- 
pendenee. That tins is so becomes obvious 
if one maps ihe trites or regions where 
such .sentiiiieiu’s strongly articulated. It 
is a fact that the issue ol this identity is 
more strongly aiiiculatcd in central, west- 
eni and southein India than in north-east 
India. This is Ivcausc in the north-cast 
people exercise some power over ihcir 
territory. The seeiiario is just the opposite 
in other parts t.f tribal India. Whal this 
indicates is that the assenioii ol such iden¬ 
tity is siroiigei wheicthcrc isgi eater degree 
of marginiilisaintn and [xiwerlessness 
There arc however differcmes in the 
way this new identity is being eon- 
cepiuali.scd at dillercnt levels. 'The si'cial 
workers, adininisiratois, scholars and 
scK'ial seieiilisis have generally used the 
term in the sense of only the origiiuil 
inhahitunts. 'The ailiviLsi ideologues too 
primarily u;>c this tenn in the 'iciisc of the 
original settlement, as this was the .sense 
in which the outsiders dcscribcil the tribal 
people. The aspect of Ihe marginalised 
status that evolved in course of historical 
development has been added into it now'. 
There are others, especially Ihe radical 
scholars, who conceive it o>ily in relation 
to particular historical development, viz, 
that of the subjugulion during the t9tli 
century of a wide variety of communities 
which bciore the colonial period hud 
remained free, or at least relatively free 
from Ihe eonirol of oui.sidc states. This 
process, it is argued, was accompanied by 
an influx ot traders, moneylenders and 
landlords who establi.shcd themselves 
under the protection of the colonial au¬ 
thorities and look advantage ol' the new 
ludicial system to deprive the adivasis ol 
large tract ol their land. Adivasi is hence 
defined as groups, which have shared a 
common talc in the past century and from 
this, has evolved a cnllcciive identity of 
being adivasis. It is not meant to imply 
that adivasis arc the original inhabitants 


(Hardiman 1987:15-16). The use of the 
tcmi 'adivasi' in the sense in which it is 
used by radical .scholars harilly takes note 
of the sense in which (X'opic. either out¬ 
siders or the tribal themselves, use it. Not 
all w ho shared a common fate in the past 
century, in tact, identify Ihcm.solves as Ihe 
adivasis. The caste Hindu population 
how soever deprived it may te invariably 
avoided teing called adivasi for it was tied 
to the loss of siiilu.s. 

|l am giatvitil ut A Hcicillc t'»r his Loimiu'nis on 
ilict'arliei m-isioii of this fiapci. its I'aiilts however 
reiiiaiii nitno | 

Ki'fcrciiees 

bcleille. A ilUSli) ‘llu- t’oncepi ol Tribe with 
Spceiiil Kcleioiiee In tiuliu , Kiiii>pciin 
Joiirihil ol S(H'tolo}i\ (.’7). 

'Mylhofln«ligen('ii>.l’eiiple'.'r/ii''/'/mc.r 
of lihthi. J.iiiiiaiy s 

- (IWS)- ‘TlielikMOl IniligeiiousIVople'.r'nm'/if 
Anlhropolofiy, WlJl 

Uoxe, N K (I'MI): 'The iliiulu Mi’IIkhI oCl'iibal 
AlwoiiHion', Stillin’ mill Ciilliiii- |7). 
(IU1.S) Thr Stiiii’liiii’ (>/ llu- Hiiiilii Siiiii’ly 
l)es.ii. A M fl>)77i- •Tril'fs in TiaiisilioiT in 
l< Tliap.ir («lt. I'iiIh’ Ctuli’ iiiiil Ki’lii;ioii. 
M.k'iiiiII.iii. 

I )ul V, S (■ (IU77) Tnhiil Ui-i iliii{i’ iifhitliii. 11 A.S, 
Shimki. 

<ihuiye.S(' 1 1 ‘JliSr.Tlu’Si hfiliih’il I I’opiilai 
I'lakasli.in.'iiomlMy. 

tlaiilinun, I) iIUSV): The Cimiiii/i of the 

Ailno'^i Awrriion iii \Vi'\li’rii liuliii, ftxfoid 
lliiivcrsily I’rpss, Delhi. 

Hermanns. M lly'7): lliiuhiism iiiul 'Irihiil 
(.‘iilliire. K I l-eniamles, Itoml'Kiy. 

I’alhy, J (IWTa). •'t he Idea ol ,i Trilie and 
■ he Indian Scene' in 11 Chau'lhini (cd|. 
Inbnt 1 uiii.\liniiiiilioii in liiili,i, col .1, New 
Delhi 

(I9*)2h) 'WIkii is Irilx'? Wlial is Iniligenou''’ 
Tiirnlhe I'.ihlcslowardihe.Met.nphoi ol.Soeial 
Juslice’, Siimiii, 1. 

Ray. N (1971) NiuUmiitism in Imlin. A.VHJ. 
Alig.irh. 

Roy Huiinan. II K ll9S:<). ' I'lanstoiinalioii ol 
Tribes and Amilopous Noeial I ormaliiiii'. 
Kcoiinmii and Tiiliiiriil Wri’klv. 

- fl‘W2): ‘'the tndigeiioiis I’coples and Their 

OneM for Jnsliec' in B (.'liainllimi (eil) i.p eil 

- (ml) ■ "Indu-'enoiis" and "rribal" I’coples .iml 

Ihe Intelii.itional Apeiieies', Diall lin 
Diseussuiii, Kajiv Oaiidlii i oiind.ilioii 
.Sengupta. N (I'iSSi; 'Rcappr.iisim' ■trih.il 
Movement', /■.riiinmiic and l‘oliliiid Wffkh. 
May 14 

Sh.ih, O (19KI). ‘rribal bciiec I’lohleiris .mil 
I’eisiweUses' in 1) (Ti.iiiiihiiii I'rdi Triluil 
Trmninimiiliitii in liiih 7, Iiilcr India 
Publications, Delhi 

Sinh.i, S (19SK|- ‘Tiih.ii ( iilmo". ol Peiiiiisiilar 
India us a tliinensirni of l.iUle Iraditton in 
iticSliidyol liidi.i'i' nilisaliiiir At'ielininiary 
Staleniciit', Jninnni iif Ami’iniin rolklnir. 
vul 71, July .Seplcinhi'r. 

Vnn.iik, M'l.ss) '!•. 'there a N.iiioiuil Queslimi 
in liidi.i', linnomii and I'o'iiiryd Wi'i'klv, 
f.clobiT 2‘i 


Ecunoinic and Prliiical Weekly December 18, 1999 


3595 



Changing Gender Roles in Irr^tion Management 

Sadguru’s Lift Irrigation Co-operatives 

S Ahmed 

Based on fieldwork around three lift-irrigation schemes in Sadguni's project area and their parallel 
institutional management structure, the lift-irrigation co-operative, this paper examines the role of women 
on the executive committees of the co-operatives. It tries to assess the extent to which Sadguru’s efforts 
in policy advocacy (enabling women’s representation on executive committees) and gender sensitisation 
(training on gender relations in development for all staff and community workers) have enhanced women’s 
participation in decision-making on the management of community irrigation systems. In addition, the paper 
examines how agrarian transformation has changed, albeit in limited ways, gender roles and responsibilities 
in a tribal .society, namely, the bhils of Panchmahals district, Gujarat. 


AI/rHr)UGH development practitioners 
aa* increasingly realising that coniinunity 
irrigation planning and management 
approaches need to take into account 
gender concerns, women water.users’ 
needs and interests are often not clearly 
undcrsKxtd. Since in most parts ol south 
Asia women do not own land, their 
participation in water user associations is 
minimal xs membershipiscontingentupon 
land ownership. I lowevcr, women areoiten 
managing the land in the absence of their 
menfolk who have migrated. Jind arc 
making agriculturally related decisions, 
for example, when to irrigate. But women 
are rarely officially recognised as ‘farmers’ 
and have little access to technical training 
of institutional support. 

The first part of this paiwr prttvides a 
conceptual ttverview of the impact of 
irrigation on gender roles in agriculture 
and outlines crittcal issues concerning 
women's participation in community 
irrigation management. 1'hc .second part 
of the pa[>er looks at the ex(rcriencc of the 
N M .Sadguru Water and Development 
Foundation, a non-governmental organis¬ 
ation (N(iO) in Ciujarat. in addiessiitg 
gender roles and responsibilities in the 
design and management of lift-irrigation 
co-o|rcrativcs in two villages. 

1 

Gender Roles and Irrigation 

‘Normal' professionalism in irrigation, 
that is the thinking and practice of irrigation 
development by ‘e.xperis’ Uechnocrats) 
has largely focused on men as farmers, 
heads of hou.scholds, ownei s of land and 
major decision-makers regarding irrigation 
needs 'I'he rural household has traditionally 
been (terceived as a unit of congruent 
interests, w here rcsouaes anu benefits are 
shared equitably with little conflict 
between members. Women in this model 
of altruism are seen to benefit indirectly 


as co-farmers through their husbands' 
rights and access tti water. However, there 
is a grtiwing body of empirical evidence 
on intra-household relations of co- 
opemtion and conflict which looks at the 
role of bargaining between individuals 
wi th di fferent degrees of power 1 Sen 1990: 
Kabcer 1991]. 

There arc perhaps three critical reasons 
for the gender blindness of irrigation 
policies and approaches. The first concerns 
the naturcofirrigation .systems themselves. 
Since the I95()s several countries, 
including India, have made considcniblc 
inve.stmcnts to control the available How 
of water through the creation of irrigation 
infrastructure (especially large dams) to 
primarily meet growing demands for food 
as well as .secondary demands such as 
energy. Equity in the context of the.se 
irrigation .systems refers to the spatial dis- 
tributioti of water across the system, i e, 
ensuring that all irrigators, particularly 
end-users, receive the same amount of 
water in relation to their landholdings. 

This conceptualisation docs not account 
for social and economic differences 
between users - irrigation managers simply 
supply water as efficiently as they can, 
irrespective of the wealth status of users 
or their gender differentiated needs. For 
example, stime farmers may be growing 
more water-intensive cash crops (.sugar- 
cunc, paddy) and have access to other 
inputs (fcrtili-scrs, credit) to increa.se their 
crop yields. Or women may require water 
for subsiitence crops - typically a few 
vegetables grown near the homestead - 
while men may be more concerned that 
all the water goes to the fields (cash crops). 

The second reason concerns the 
iinalytical separation between irrigation 
and agricultural systems which is reflected 
in the creation of separate mint.stries and 
departments dealing with agriculture and 
irrigation development as well as different 


knowledge and extension systems. 
Planning and financial allocations for 
agriculture, irrigation and rural develop¬ 
ment are all handled by .separate ministries 
at the centre and state level with little co¬ 
ordination or information sharing between 
them. Not only arc most of these bureau¬ 
cracies male dominated, the concept of 
farmers’ participation, let alone women’s 
participation, is alien to them despite the 
rhetoric of populist policies. However, 
there are .some positive changes, for jx- 
ample, the participatory irrigation manage¬ 
ment initiative in Gujarat, though even 
between advocates of PIM there are mixed 
opinions xs to whether women need to be 
involved in irrigation management. 

Such a narrow focus implicitly 
undcre.stimates the roles and contributions 
of women which in must developing 
societies arc more visible (partly because 
they have been better documented > in 
agriculture. Yet irrigation contributes to 
the development of agriculture and has a 
significant impact on the gender division 
of labour in agriculture. According to Small 
and S vendsen (1990), the irrigation .system 
isancsted sub-system oflargcrinicrlocking 
.systems which include the agricultural 
system, the rural production system and 
the political-economy system [in 
Zwarteveen 1994], 

The third reason lies in the false, but 
predominant, division between water for 
domestic use (drinking, bathing, cooking, 
washing) and water for productive u.se 
(irrigation, indu.strial), with the former 
being seen, almostexclusively ,xs women’s 
responsibility and the latter as men's. This 
division is reflected in the literature on 
water resources management with a large 
body of material addressing the role of 
women in the design and management of 
water supply and sanitation infrastructure, 
their participation in public health and 
hygiene education and the impact on the 
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quality of their lives and those of their 
families (see ‘Women, Water, Sanitation', 
Annual Abstract Journals, prepared by 
IRC International Water and Sanitation 
Centre, the Hague). Conespimdingly, the 
literature on irrigation management and 
on farmers' participation in water u.ser 
associations has, with a few exceptions, 
been essentially gender blind. 

Works such as Ostrom (1992) rarely 
consider gender and equity issues in 
building.sustainableparticipatory irrigation 
institutions. Maloney and Raju's (1994) 
work on irrigation practice and policy in 
India has a token reference to w'omen 
towards the end of the book saying that 
their involvement in water management 
associations is crucial, but doesn't explain 
why. However, there is an emerging body 
of literature, mostly from women in the 
field of rural development and natural 
re.sourcc management which explicitly 
looks at gender and e(]uity concerns in the 
impact of irrigation and the management 
of community institutions. 

The division between dotnestic and 
prtKiuctive water use is a fal.se one since 
’domestic’ water may also be uscil for a 
variety of income generating activities 
(both for cash and kind) commonly 
undertaken by women near their homes; 
the keeping of small livestock, bicwing 
beer for sale (in .several p:irts of southern 
Africa), moulding bricks growing 
vegetables on homeste'id plots and so on 
[Cleaver and Elson 1995:7]. Admittedly, 
the economic Ijcncfits of ‘domestic’ water 
use arc less easily quantified. Moreover, 
water for productive use (irrigation) is 
simultaneously u.scd for a number of 
domestic purposes such as watering cattle 
or washing clothes and utensils. Thus, 
“the most important source of gender 
differences with respect to water lies not 
so much in the gender .s|)ccincily of water 
uses, but in gendcrdilTercnccs w'ith respect 
to access to and control of water” 
[Zwarteveen 1997: 1335]. 

Impact of irrigation on /fender roles 

To understand the differential impact of 
irrigation on men and women we need to 
look at the agricultural production system, 
which includes an analysis of the gender 
division of labour in agriculture (who does 
what work, for how long and on which 
crops) as well as an analysis of men's and 
women's access to and control overresovir- 
■ces (land, labour, capital) and benefits 
(how much of the output should be con¬ 
sumed, stored, exchanged or sold, who 
decides this and who controls income). In 
addition, we need to look at men's and 
women's involvement in the construction 


and maintenance of irrigation .systems and 
their participation in water user organis¬ 
ations, especially in decision-making. 

Where w'omen arc co-farmers with men 
they may sh.irc similar irrigation related 
needs - an adequate supply of water for 
growing one or more crops a year. How¬ 
ever, there may be differences of opinion 
regarding the timing and timeliness of 
water deliveries. Women often have to 
balance other household tasks along with 
irrigation, and usually find it difficult to 
irrigate at night because of social norms 
and security concerns. This is particularly 
critical in the case of feinalc-hcadeil 
households who either have to hire 
agricultural labour or depend on intra- 
houehold relations (coiniiionly, sons) and 
social networks for help during the {icak 
irrigation periods. Moreover, female 
fanners who grow the same crops as men, 
and who are tluis in principle entitled to 
receive an equal amount of water, often 
find it difllciilt to claim and receive the 
amount of water they arc entitled to, es- 
peciall v when water is scarce IZwartevccn 
1995:8). 

In general, iirigation leads to more 
agricultural work for women and men 
(deiKiiding on their tasks), but women 
have to contri bute t hei r labour to both cash 
crops as well as subsistence crops since 
they are largely lesponsible for household 
subsistence needs. Women tend to have 
less control over the income from cash 
crops and ifmost oftlie land under irrigation 
goes towards cash crops, then they have 
to meet subsistence needs through die 
market which in turn can affect con¬ 
sumption patterns, particularly ^or women 
and girls. 

A gender tisscssmcnt study of a dutch 
funded lift-irrigation scheme in Andhra 
Pradesh [Groveriiian and Walsum 1994] 
found that there was more food iii.sccurity 
for beneficiary households because of the 
shift to paddy from the traditional coarse 
grains that had been the staple diet for 
years and which increasingly had to be 
purchased. In marginal and landless 
households, although women were earning 
more from working for others who had 
irrigation, they were doing this at the cost 
of the health of their small children and 
the schooling of their daughters who were 
having to shoulder more domestic 
responsibilities 

A similar impact on the inlra-houschoid 
distribution of income and nutrition was 
noted in the case of the Mahaweli Ganga 
irrigation .scheme in Sri Lanka initiated in 
the 196().s]Schrijvcrs I986].Traditionally, 
rainfed millet, which women were 
responsible for cultivating, fonned the 


staple diet. However, land in the settlement 
area had been allocated to paddy, a cash 
crop, with men controlling all the income. 
Women no longer had access to land for 
ramfed cultivation and had to depend on 
the paddy crop for feeding their families. 
Over the years, the area acquired the 
distinction of having the highc.st rate of 
chronic undemutrition in Sri Lanka. 

In many instances indirect and quite 
often positive effects of irrigation on 
wotnen have been repoilcd. Irrigation cun 
meet women’s practical gender needs. 
Practical gender needs are related to the 
everyday, immediate conditions of women 
and men, forcxamplc, theirneed for potable 
water, shelter, foixl and income. Projects 
designed to meet such needs are usually 
short-term and involve the intriKiuctionof 
inputs - handpumps. smokeless stoves, 
credit programmes - w Inch can ameliorate 
their standard of living. Strategic gender 
interests are related to women's ixisition 
in siK'iety vis-a-vis men and arc determined 
by stnictun's of power. 

Irrigation water which is used for other 
domestic purposes considerably reduces 
the time women spend in collecting water. 
Canal irrigation can contribute to the 
growth of fodder, which is particularly 
hcncricial for* women who have cows or 
buffaloes and can earn some individually 
controlled income from the sale of milk 
(or milk products). In addition, in'igation 
interventions can have an impact on distn'ss 
migration since they provide households 
with opportunities to grow two to three 
crops a year rather than just depend on 
one rainfed crop as has been documented 
in the case study which follows. 

WoMtiN'S PaR'IK IfAlION l.N IRRIGATION 
MaNA<iIiMI.N'T 

The non-involveiiicnt of women, or 
prioritising of their needs and intcre.sts, in 
irrigation management has become a scll- 
fuirtlling prophecy: “Because irrigation is 
commonly conceived as a male acti.ity, 
and because women arc not seen as diicci 
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stakeholder!! in irrigation systems, they 
have become excluded from efforts to 
organise waterusers. Since women's speci¬ 
fic concerns thus remain outside formsdised 
decision-making processes, they are often 
not recognised as ‘real' concerns and 
remain marginal" [Zwarteveen 1995:9]. 

Membership in user groups or asso¬ 
ciations created to operate and manage 
irrigation systems is often confined to one 
member fn>m each beneficiary household, 
either the official landholder, or the head 
of the household. Both criteria apply more 
to men than to women, except in the case 
of widows or single women with no adult 
male living in the household. 

Even when women do participate in 
user organisations they face several 
problems related to their lack of confidence 
and experience in dealing with irrigation 
matters in public since most information 
and training has traditionally been targeted 
at men. Women find it difficult to bring 
their needs and opinions forward in an 
overwhelmingly male-dominated environ¬ 
ment, where they feel they may not be 
listened to or where their voices are over¬ 
shadowed by their male counterparts, or 
where they simply may not be allowed to 
speak in front of men (especially male 
elders) for .socio-cultural reasons. 

Often the costs of participation have to 
be weighed against the time available to 
women in their already overburdened 
work .schedules. Women may feel it is not 
worth the effort to attend meetings, 
especially if it includes travelling, or if 
there is a common perception that most 
important decisions are made by men 
in informal gatherings (i e. outside the 
official meetings). 

This is not to negate the benefits of 
women's participation. A study from the 
Philippines maintains that where both 
women and men arc members of user 
associations it allows flexibility - either 
can attend meetings. In addition, women 
were found to control the cash-flow within 
households and unless they participated 
in policy formulation, determination of 
irrigation fees and collection schedules, 
associations often faced problems in 
collecting fees [Illo 1988]. 

A study of a farmer-managed irrigation 
system in Nepal (the 'Chhattis Mauja’ 
scheme) noted that the absence of women 
from water user organi.sation.s had a 
negative effect on management 
pcrfonnancc because they were basically 
free-riders. Dc facto female household 
heads were using more water than their 
official entitlement, while at the same time 
contributing less labourto the maintenance 
of the irrigation system. However, since 


they were non-members it was difficult for 
the organisation to impose their rules on 
them which, in turn, was affecting the 
long-term sustainability of the system 
(Zwarteveen and Neupane 1996]. 

In sum, there is little doubt that women’s 
participation in community irrigation 
management institutions is critical to both 
effective functioning of the organisation 
as wel I as the sustai nability of the irrigation 
system. However, there is plenty of scope 
to enhance the quality of women’s 
panicipation which may require conscious 
efforts at a number of different levels. 
These include adopting different strategies 
with men and women users, for example, 
organising women in .separate groups or 
facilitating their participation in technical 
trainings by making them more accessible 
and providing child-care if necessiary. At 
another level, there is a need for legitimate 
space for women’s representation on user 
as.<!Ociations despite the fact that they arc 
not legal landholders or heads of 
households. 

The N M Sadguru Water and Develop¬ 
ment Foundation (Sadguru fur .short) in 
Panchmahals district, Gujarat, is one 
NGO which has been experimenting 
with both approaches in its efforts to 
enhance women’s participation in 
irrigation management. The r-jst of this 
paper briefly describes the organisational 
context of Sadguru from a gender 
perspective and then moves on to analyse 
the impact of lift-irrigation co-operatives 
on gender roles and responsibilities in 


two villages where the NGO has been 
working since the early 1990s. 

n 

Sadguru Organisation 

Sadguru was initiated in the mid-1970s 
in the tribai.rainfed district of Panchmahals 
in eastern Gujarat through a trust supported 
by the Mafatlal group of companies [for 
a more detailed description of the history 
of the organisation see Singh and Gupta 
1997]. Today the organisation has ex¬ 
panded its outreach to the neighbouring 
districts of southern Rajasthan and western 
Madhya Pradesh. In all these districts, 
Sadguru works towards improving water 
and land management practices in tribal 
communities so as to ensure a more sus¬ 
tainable natural resource base and a better 
quality of life for the local population 
through the reduction of high levels of 
distress migration predominant in this 
area. The main objectives of Sadguru 
are as follows [Singh and Gupta 1997:4j; 

(1) To improve the living conditions pf 
rural and tribal people and to eradicate 
their poverty mainly by implementing 
environment-friendly land and water 
resources development programmes. 

(2) To improve the environment through 
various programmes which in turn improve 
the natural resources of the area. 

(3) To reduce the migration of people 
fn>m rural to urban areas. 

(4) To improve the health of tribal rural 
people and to strive for their overall 
development. 


Tablii 2: PRoni.E.s or Siir-Villagi- Units 


:*articulars 

Bambela 2 

Channsur 2 

Ranyar (Kunbi) 

Folul population 

8.50 

1500 

2300 
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248 
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1200 

Females 

2J9 
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88 

90 
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3 
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80 (including 

Bhaguts 

15 

30 

bhagals and 

Jagal 

73 

60 
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Patels 

- 

- 

50 

Kolis 

- 

- 

20 

Prajapats 

Land and water rc.souiccs 


- 

15 

Total cultivable land (acres) 

.350 

350 

252 

Land under irrigation 

96 

70 

88 

Average sire of hiidholding (acres) 

2.5 

3 

3 

Water resources 

Tank, handpump 

Handpump and 

Tank, handpump 


and a community 

a community 

and a community 


well 

well 

well 

V’illagc groups 

3 mahila mandals 

2 mahila mandals 

1 mahila mandal. 


1 dudh mandal 

1 dudh mandal 

No of respondents 

20 

20 

10 

Male 

10 

10 

5 

Female 

to 

10 

5 


(1) Women's seit-heip groups in these villages are known as ‘mahila mandals*. (2) 'Oudh mandal' 
is the local name for the village level milk co-operative society which, in Gujarat's mi Ik co-operative 

ctntntiin* Ih^ nriniMrw millr 


3598 


Economic and Political Weekly December 18, 1999 



Sadguru’s project area has been 
classified as drought-prone, tribal and 
agriculturally and economically backward. 
Until the early 1900s. the area was rich 
in forest resources, on which the bhils (the 
tribal people of this area) were largely 
dependent for their livelihood. However, 
top-down, pFofit-inotivatcd colonial and 
post-colonial forest management policies 
and practices have led to the depiction of 
the area’s forest resources [Pathak and 
Ahmed i996].irhcconsequent degradation 
of the natural resource ba.se on which 
people’s livelihood depends, coupled with 
increasing land fragmentation, has caused 
them to migrate on a .seasonal basis to 
neighbouring cities or more productive 
agricultural areas in Gujarat [Shylendra 
and Thomas 1996|. 

Using water as its main entry point, 
Sadguru has introduced a range of 
essentially small-scale technologies to 
harness the water resources of the region 
(for example, lift-irrigation and check 
dams) .so that commun ities can make more 
productive use of agricultural land by 
growing two to three crops a year, including 
cash crops, instead of the traditional one 
rainfed, subsistence crop. This, in turn, 
provides employment and income for the 
beneficiary population and has an impact 
on lowering di.strcss migration, especially 
amongst women. Some beneficiary 
families continue to migrate if they have 
an immediate need for ca.sh, but only if 
they have surplus labour. 

In addition to technical inputs. Sadguru 
has facilitated the creation of a large 
number of people's in.stitution both to 
manage community infrastructure (for 
example, lift-irrigation co-o|x;rativcs)and 
to provide .services to the local population 
(e g. cred ■ i societies, women' s groups and 
youth groups). Women have been 
encouraged to participate in thc.se insti¬ 
tutions, particularly in a decision-making 
capacity and concurrent training and 
extension activities on technical issues, 
social awareness and gender relations have 
gone a considerable way in empowering 
people to manage and control their own 
livelihoods. 

It is now no longer tenable to see 
development interventions “as existing in 
‘the field', divorced from the guiding 
principles which have formed the organis¬ 
ation’s purpose and structure, and deter¬ 
mined the choice of staff. Working on 
gender issues obliges organisations to set 
their own houses in older, and change 
a.spects of the organisational culture which 
discriminate against women staff, and 
women beneficiaries" [Sweetman 1997:21. 

At the organisational level, Sadguru is 


committed to gender .sensiti.sation of its 
staff, extension workers and community 
volunteers. Although the impact of gender 
sensitisation training on the above has not 
been documented (and was not the purpose 
of this study), 33 per cent of Sadguru’s 
staff members arc female and 50 per cent 
of its department heads as well as one of 
its co-directors arc women [ Vishwanathaii 
and Giri 1997:121. Apart from maternity 
benefits and priority housing, female staff 
have acce.ss tool l ice vehicles for fieldwork 
which docs contribute towards their 
personal security as they can return late 
from the field if necessary. 

In terms of its various programmes Sad¬ 
guru has been consciously trying to involve 
women and men ai all .stages from inception 
(site selection, design and construction) to 
operation and nianagcmcnt of community 
assets. Of the total of 342 honorary village 
workers, 143 (4(1 per cent arc female). All 
of the 14 agricultural extension workers 
arc women, the nursery raisers arc all 
female and a few women have even become 
masons (bio-gus construction) and site 
supervisiors. As part of its policy initiative 
to give women decision-making power. 
•Sadguru now insists that at least .50 jier 
cent of the seals on the executive commit¬ 


tees of village forest level institutions arc 
held by women. More recently, along with 
other NGOs in Gujarat, Sadguru was 
instrumental in advocating changes to the 
Gujarat state co-operative laws which 
recognises only landholders (male heads 
of households) as memhersof lift- irrigation 
co-o|ieratives (LlCs). In 1996 the law was 
amended to make it mandatory for there 
to lie throe women members (one-lhiid 
representation) on the executive com¬ 
mittees of the l.lCs. 

The next section revicw.s gender rel; i ions 
among the bhil community, the main 
inhabitants of the project area, looking 
specifically at w'omen’s economic and 
socio-political roles as these arc the ones 
which have been affected by development 
interventions such iis lift-iirigation. 

Ill 

Gender Roles amoiiK Bhils 

Iironomir aspects 

Not only is the literature on gender 
relations among die bhil community of 
western India rather limited, but more work 
has been done on the bhils of Raja.sthan 
compared to Gujarat or Madhya Pradesh 
I Baden 19931. Ilowevcr, a lew general 


Tabu 3 Dr.iAii.'i o.n t.in iHkUiAnoN Co-omhiaiivi-in Siiii-V11.1 aiiI Unii.s 


l’•■|■liculars 

Raiiihela 2 

('lianasui 2 
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l*A)2 

l‘m 

Rcncficiaiy liouseholds 

KK 

*f0 
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19*12 

l‘>92 

l<W2 

1JC sharelmldcis 

99 

247 

105 

hxecutivc mcmlicrs 

12 

12 

12 

Women on cxct'ulivc commillce 

2 

2 


Water price (Rs) 

2(Vhmir 

2(K)/.itie 

2(Kl/acie 

Balance as on Dcccnihcr 1997 (Rs) 

30.0<K) 

.Sn.IKH) 

l,(X).IX)n 
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21.(XK) 

20.(KK) 
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Morning 

Beating water 

1 hour 

1 leliicd by men rn most cases 

Milk/fctching milk 

■5 tnirritles 

-do- 

Pn-paring tea 

.10 itiinules 

-llo* 

Bouse cleaning 

30 trtrnirtcs 

-do- 

fetching water 

1 hour 

-lit)- 

CiMiking 

1 hour 

-do- 

feeding caltic: gu.irjing/gra/.ing Ihe herd 

2 hours 

Mostly by women: olheiwise by 

feeding children and other family members 

1 hour 

elder woinen/men in eliildien 

Evening 

Milking/rc(<.hing milk 

IS nimules 


Preparing lea 

15 rrtirtulcs 


Bouse cleun; ig 

30 mrttulcs 

(Jllierwise tiy (.liildicii 

Cooking 

1 hour 

llcliB'il by men 

Feeding children/ollicr members 

I hour 


Redding preparation 

15 miriules 


Total 

10.5 hours 



Note: Tlicre is no household work specified as such lor inen 'Iliis is exclusively seen as women’s wiiik, 
but in villages where there have been dcvclopmriii iiitcrvciiiiuns men ore increasingly Iwlpiiig 
women (see the annexure for additional illustration of this point). 
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observations hold for all three states by 
and large. 

Originally shifting cultivators living in 
forest areas, the bhils are the third largest 
tribal group in India. Over a period of 
several centuries, their subjugation by. 
and interaction with, invading forces 
(especially the rajputs, marathas and the 
British) diluted their political, economic 
and stKio-cultural identity. The British in 
particular were responsible for large-scale 
population movements among the bhils, 
literally pushing them inwards settled 
agriculture through the mechanism of bhil 
agencies and concurrently, destroying their 
forest environments (using the bhils as 
wage labourers) to meet the timber needs 
of the colonial state. 

Social reform movements aimed at 
tribals in the 19th and 20th centuries, 
particularly the Bhagat movement, led to 
large-scale conversion amongst the bhils 
and the adoption of orthodox, rigid Hindu 
customs and practices. Bhagat bhils gene¬ 
rally consider themselves superiortoJagaLs 
(another .sub-caste in the area) as they do 
not smoke, drink alcohol or eat meat. 

Bhil villages arc divided into ‘faliyas’ 
or hamlets which usually correspond to 
lineage territory, with four or five hamlets 
forming a village. Houses are generally 
built in clusters of two to three, close to 
agricultural Helds, with married son(s) 
living near the father .so that they can share 
labour and agricultural tools .such us the 
plough. 

Most bhils are involved in agriculture 
cither as owner-cultivators or labourers, 
though occupational diversification is 
increasing (Shyicndra and Thomas 1996], 
Subsistence farming is practised under 
rainfed conditions with low crop yields 
highly dependent on the seasonal 
availability and timeliness of the annual 
rainfall. !x)w output agriculture is also 
related to the poor quality of the soils and 
low technical inputs lllircmath and Patel 
1996], Earlier landholdings were quite 
large, but with high population growth 
and the division of land umong.st .sons, 
landholdings have become smaller in si/c 
and fragmented. Nearly all bhils own some 
land though this can range from one to H ve 
acres (and in rare cases, more). However, 
all land titles arc in the name of men, even 
though women do a greater share of the 
agricullunil work in addition to shouldering 
almo.st all the household work on their 
own. In several cases women arc the de 
facto manageis of the land, particularly in 
villages where there is no irrigation 
infra.struclure and male migration is still 
high (female migration rates have always 
been lower than male). 
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Most of the literature on the gender 
division of labour among the bhils is based 
on Rajaitthan and .suggests that women 
carry a heavier work burden than men 
{Mann 1978: .Srivastavaand Mathur 1988]. 
Economic decision-making, although 
difficult to.study methodologically, appears 
to be relatively democratic, that is, the 
head of the household consults with other 
family members before making a decision 
(this tends to include women if the family 
is living in an independent unit). 

Women do move around the village for 
small purchn.sc.s or getting flour ground 
and occasionally go to the weekly markets 
(‘haats’) with their husbands. The practice 
of ‘purdah’ (covering the head with the 
sari or ‘dupatta’) still continues in many 
areas, especially in front of elder males 
and male stningcrs. 

Inheritance patterns among the bhils are 
patrilineal, with land and other property 
being divided among the .sons (usually a 
son is allocated land at the time of marriage 
when he may set up his own independent 
household unit, but formal land ownership 
rests with the father until his death). Where 
there are no sons, property goes to the 
daughterfs) and maternal property is |)as.scd 
on to married daughters (Baden 1993:6). 

Marriage is based on bride price and is 
exogamous (outside the clan). The level 
of bride price appears to have risen .sharply 
over the years, causing problems of 
indebtcdnc.ss fur poorer bhils - though 
some Bhagat families have stopped this 
practice. Bhils generally tend to marry at 
an older age and pre-inarital relations and 
polygamy are not uncommon. 

Socio-Political Aspects 

Chil villages arc usually composed of 
several clans with the ‘Jati panchuyat' (clan 
or tribe council) deciding upon and 
enforcing community norms. Women do 
not participate in the membership (or the 
meetings) of these traditional organisations 
even when women's ca.ses arc being 
di.scussed (for example, on marriage, or 
in the past, witchcraft). The prime 
leadership among the bhils is the 
‘headman’ (titles vary with the region - 
‘patel’. ‘inukhi’, ‘tadvi’). This is a 
hereditary ofHce usually passed on from 
the father 'o the eldest son of the principal 
clan, although other male relatives may be 
cho.sen if the eldest sun is not considered 
suitable. However, the.se traditional forms 
of leadership and decision-making are 
nut as influential as before paitly bccau.se 
of the revitalisation of decentralised 
institutions of governance such as the 
panchayati raj system and the introduc¬ 
tion of education as well as the impact of 


other sources of information (media, 
migration). 

Con.siitutional amendments in the early 
1990s made provisions for one-third of 
the elected scats in the panchayat to be 
reserved for women, but the impact of this 
on women’s leadership potential (ability 
of women to exercise power) is rather 
mixed. In cases where NGOs have been 
working with local communities, training 
women as leaders and creating space to 
reflect with men about their attitudes to 
women’s participation in the public 
domain, there arc positive examples of 
women emerging as community leaders. 

IV 

Study Area 

This preliminary study is bused on three 
lift-irrigation schemes, built with the help 
of Sadguru on request from the villagers 
of Bumbcla and Ranyar (kanbi). These 
two revenue villages have been ’sub¬ 
divided’ by Sadguru for admini.strative 
rea.sons, around the lift-irrigation schemes 
(LIS) constructed by them. Hence, 
Bambcia has two schemes called 
Bamhcla I and Bambclu 2; and Ranyar 
(kanbi) has four schemes similarly called, 
Chana.sar 1. Chanasar 2, Chana.sar 3 and 
Ranyar (kanbi). We have looked at the 
schemes in Bambela 2, Chanasar 2 and 
Ranyar (kanbi) which for all practical 
purpo.scs, and certainly in the iterceptions 
of the villagers now living there are 
‘independent’ villages. Table 1 provides 
apnifilc of the two main villages, Bamhcla 
and Ranyar (kanbi) while Table 2 profiles 
the sub-village units (henceforth referred 
to as villages) selected for the study. Table 
3 provides details on the lift-irrigation 
scheme and 1.1C formed in each sub-unit 
(village). 

Essentially. Bambela 2 and Chanasar 2 
have a predominantly bhil population while 
in Ranyar (kanbi) although there are 
numerically more bhil families, the patels 
are the dominant group and play a 
prominent rule in village level institutions. 
The initial phase of the study was based 
on in-depth interviews with women and 
men as well as focus group di.scussiuns 
on the impact of agricultural change on 
gender relations. This has thrown up a 
number of issues which require further 
investigation and therefore this paper 
represents work in progress. 

Mo.st of the household work (repro¬ 
ductive labour) in the study area is 
undertaken by women as Table 4 clearly 
shows. Reproductive labour or work 
involves the care and maintenance of the 
household and its members including 
bearing and caring for children, food 
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preparation, water and fuel collection and 
attending to health problems. Although 
this work is time-consuming and labour- 
intensive, it is usually undervalued or 
unpaid and almost always seen as the 
domain of women and girls. Productive 
work on the other hand, involves the 
production of goods and services for 
consumption and trade, i e, it generates 
some income, though women's productive 
work is less visible and less valued than 
men’s. 

An adult woman's day starts at about 
4 or 5 am and ends between 9 and 10 pm. 
Although she is mainly responsible for all 
the tasks outlined in the table, she is helped 
in routine course by her children, 
particularly her daughters, and sometimes 
by her husband. For example, men may 
make tea in the morning and often i.)ok 
afer the children when their wives are busy 
cooking. They also chop the larger pieces 
of fuelwmxl .ind occasionally go to collect 
water. If woinen arc attending meetings 
or training programmes, men (or in-laws) 
cook meals, look after the children and 
attend to other household tasks. 

Agriculture is the main source ni 
livelihood in the study area and Table 
details the gender distribution of agri¬ 
cultural tasks and responsibilities. The 
number of hours that men and wcimen 
spend in agriculture varic;; according to 
the size of their landholdings, the crop 
grown and whether or not they are tiblc 
to hire labour. Generally, in the patcl 
households women play a far smaller role 
in agriculture than in the hhil households 
where families depend more on their own 
labour resources. In addition, higher male 
migration amongst the bhil community 
has meant that women have a significiint 
role in agiiculture and are involved in 
agricultural decision-making. 

Water in the study area is available from 
a number of different sources including 
handpumps, tanks and wells, both com¬ 
munity and private, and the river through 
the lift-irrigation schemes and diesel 
pumpsets subsidised by Sadguru for those 
households having land near the river. 
Both men .and women respondents were 
asked to list the most important water use 
for them in their order of priority and their 
respon.ses are shown in Table (i. There are 
distinct gender differences in the priority 
given to different water uses, as the table 
illustrates, which seem to be related to 
access to the various water .sources by men 
and women (including time spent in 
collecting water and availabil ity of water). 

From the table it can be seen that for 
W'omcn the most important use of water 
is for cooking purpo,%es since they are 


chiefly responsible for this task and water 
collection can involve one or two trips a 
day (depending on the size of the 
household), each trip lasting between one 
and two hours depending on the distance 
of the household from the water source. 
While for men, the most important use of 
water is for agriculture (irrigation) since 
they have a more dominant role here, and 
it is the most significant .source of income 
for the household (with most men feeling 
that they are the principal economic 
providers for their families). 

Organisation of Irrigation 

Several studies on Sadguiu's approach 
to the constructiun of lift-irrigation 
schemes and the fomiation of lift-irrigation 
societies have bnelly refeircd to the scope 
of people’s participation and in a more 
limited manner, women’s pariieipation at 
all stages I Barik 1991; Whitby 1994; .Sinha 
and Sinha I996|. We have not been able 
to determine the extent of women's 
participation in site .selection and 
construction of the lift-irrigation schemes 


in the three sites studied, but irukst of the 
women interviewed were involved in the 
construction phase since this is an 
imponant source of additional, albeit 
tcmptjrary income. Sadguru does insist on 
equal pay for equal tasks done by women 
and men. 

Water is lifted frtrm the River Macchan 
for all three sites to the main distribution 
chamber situated at a high location in the 


Tuill’7-('ROI-.S fiROttN linORI AMIAI-nU nil’ 
Cki mios oi Ikkioation Fa''!! irii s in 
.Sti'uy Aki \ 


Season 

llcfoic l,IS 

After 1.IS 

Kaiiiy 

M.ii/r. wheal, rice 

Mai/e, rice, invar. 


vciy low scgcl.ihles 

uiiHl.jowar, til .iiul 
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command area from where water flows to 
secondary and tertiary distribution ‘kundis’ 
(outlets) through gravity flow. Each LlC 
has a chairperson (all male in the villages 
studied) and four to five paid staff, 
including a secretary, operator, distributor 
and watchman (these again are all male 
figures) drawn from the community. The 
secretary is in charge of overall scheme 
supervision, financial management and 
record keeping (minutes of meetings, 
payments due, electricity bills) while the 
operator is responsible for the motor and 
pump operations in the main di.stribution 
chamber, llie distributor's) is responsible 
for opening the valves at the outlets and 
supervising the distribution fo water 
according to the pre-determined (by the 
committee in consultation with users) 
schedule. The watchman aids in these tasks 
and ensures that no one is taking water 
out of turn. All these positions require 
training and follow-up support from 
.Sadguru staff. The intensity of work, 
technical and financial skills required and 
physical distances that need to be covered 
mean that women often do not have the 
time for these tasks and they are not yet 
considered .socially appropriate for them. 

The water distribution system in these 
three villages is based on a rotational 
inethixl whicii is decided at the beginning 
of each cropping season. All members 
wanting irrigation tue required to pay an 
advance ranging from Rs 100 to 300 
depending on the size of their landholdings 
(1-3 acres). The sequencing pattern is 
decided in the order according to which 
members pay their advance, thus those 
who pay first, get water first. However, 
the system is tlcxihle and can be adjusted 
according to members’ needs. Currently, 
water prices are Rs 2(X) ficr acre per 
cropping .season though Bainbcla 2 
has begun charging on a time basis (Rs 20 
per hour) as it leads to less wastage of 
water. 

All the three LICs h.ive devised rules 
and |)cnalticsregarding waterdistribution, 
tampering with the outlet valves, 
maintenance of water channels and so on. 
Generally, the rules have been formed in 
response to specific incidents which 
occurred once the scheme was com¬ 
missioned (for example, if someone had 
opened the outlet out of turn or breached 
his neighberur's channel, or if the distri¬ 
butor was found drunk on duty, etc). The 
most common problems faced by all the 
three LICs is the irregular pt>wcr supply 
from the Gujarat State Electricity Rtiard. 
As a result most water is supplied at night 
and it is difficult to maintain u prcci.se 
schedule. 


Irrigation practice and impact 

Irrigation is commonly done by both 
men and women together, and often by 
women alone when men have gone on 
short-term migration. Since most of the 
irrigation is done at night, because of the 
unreliable power supply (at the time of the 
study the villagers were getting about 10 
hours of irrigation during the day), women 
stay in the fields and guard them. Mean¬ 
while, men go along thcchanncis (trenches) 
to see that they are not blocked (for ex¬ 
ample, with small stones) digging or 
cleaning them if nece.s.sary, and ensuring 
that the water is (lowing according to 
schedule. Female-headed households 
(widows) receive water in the day-time as 
night watering is difficult for women on 
their own or without recourse to male 
labour. 

With the advent of irrigation most 
hou.>cholds arc able to grow three crop ■ 
a year, as Tabic 7 shows, which noi only 
has implications for their diet but also for 
their livelihood strategies. Distress 
migration has reduced from almost 60-70 
percent of the households to just a handful 
of households who have surplus labour 
and an immediate need for additional 
income (at the time of marriage or for 
additional agricultural inputs or to pay fur 
iirigation). 

There is little difference between men 
and women on the subject of crop 
prcfcienccs, both subsistence (pre-LIS) 
and cash crops (post-LI S) as Tabic 8 .shows. 
For both men and women, the highest 
ranked subsistence crop is maize fol lowed 
by wheat. Rice seems to be of slightly 
more importance to men than women 
(ranked three in preferential order) while 
more women ranked vegetables as their 
third crop pi efercncc choice. In the categoty 
of post-irrigation crops with commercial 
value, wheat is the primary choice for all 
men and most women (80 per cent). A 
small percentage of women (20 [icr cent) 
also ranked pigeon-pea as their first 
preference for a cash crop. Both groundnut 
and gram received equal preference rating 
from men and women respondents. 

In addition to irrigation, water from the 
kundis is used fi'r watering cattle and 
washing u -tnsils in two of the village.s 
only. Bamtxsia 2 and Chanusar 2, and the 
women interviewed here consider this to 
be an added advantage. 

In terms of their nutrition intake all 
families claimed that their diets had 
improved considerably (both quantity and 
quality) and that they were now eating a 
range of vegetables including brinjal, 
okhra, pumpkin, and beans and had money 


to buy vegetables they did not grew, for 
example, onions and potatoes. Women 
reported that they were eating 1 -2 ‘rotlas’ 
(leavened bread) at each mealtime instead 
of just half or one earlier. In additiem, they 
felt that morbidity rates had come down 
- people were not necessarily dying of 
disea.ses like typhoid and malaria. There 
was definitely a perceived increa.se in health 
awareness and hygiene. While these are 
important indicators of socio-economic 
change according to people’s perceptions, 
they are difficult to quantify, not Iea.st 
because of the lack of baseline data. 
Moreover, we did not find much change 
in eating habits - men were sti II eating first 
and u.suaily more than women. Some 
women maintained that they would eat 
more frequently (perhaps three meals 
compared to men having only two meals) 
us they would eat at mid-day with the 
children when they returned from school. 

Although irrigation has increased 
women's agricultural workload, there are 
a lew iinportant things to note here. The 
first is that this is work they would rather 
be doing than migniling - all the women 
emphatically stated this - as this is work 
on their own land, over the output of 
which they have some control. Secondly, 
they do have more help from men than 
earlier since men are migrating only 
occasionally. However, the degree to which 
children, particularly girls, could be 
withdrawn from schools to help women 
cope with the additional agricultural 
workload (by sharing the domestic tasks) 
needs tobc furthcrexplored. (The literature 
on structural adjustment indicates that 
where there have been exten.sive cuts in 
public social expenditure, particularly on 
healthcare and education, it is women and 
girls who have been primarily affected.) 

V 

Gender Roles in Irrigation 
Management 

All the three lift-irrigation co- operatives 
studied have two women, out of a total 
of 12 members on their executive 
committees as per Sadguru's rules. What 
follows is based on our discussions, both 
individually and in groups (pairs) with 
five of the women committee members, 
on their perception of their loles and 
responsibilities and how, in turn these are 
perceived by their families and the 
community. In this context, discussions 
were also held with men, including 
members of the three LlC committees and 
other women in the villages. Let us briefly 
introduce the pnitagonists. 

Valibchn ('behn* is vocative for sister 
in Gujarat and is used to address both 
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family and non-family members), a 
member of the ChanasariuCcomminee, 
is in her mid-30s with three children. She 
lives with her in-laws a.s her husband is 
working with the railways in Ahmedabad, 
and shares in the agricultural work with 
her father-in-law. Ka.snibehn, in her 40s 
and a grandmother, is a member of the 
Bambela 2 LIC committee as well as an 
‘anganwadi* (day care centre) worker and 
more recently, was elected vice-chair- 
person of the newly formed LIC Federation 
for Jhalod. Lalitabehn, in her late 30s is 
ahso a member of the same committee. 
And finally we have the two committee 
members on the Ranyar (kanbi) LIC 
committee, Protimabehn and Sarlabehn, 
both in their late 30s and from paid 
families. Except for Lalitabehn who was 
nominated to the Bambela 2 committee 
only two months ago, the other executive 
members have been on the committee since 
they were fonned in the early/mid- 1900s. 
All have been educated till at least the 
eighth standard and have attended 
Sadguru’s training on LIC rules and the 
role of women in irrigation. 

These women were nominated by 
rcpre.scntati vesof their Taliyas and selected 
almost unanimously, partly because of their 
level of education compared to other 
women in the village, and partly due to 
their known interest and participation in 
village affairs. However, Sarlabehn and 
Protimabehn felt that in Ranyar (kanbi) no 
one else was interested to take on this 
responsibility because of their domestic 
workload - “mo.st of the other women saw 
this as extra work which they felt they 
could not manage”, explained Pro- 
tiraabchn. And do they find it difficult to 
attend committee meetings? “No, here the 
meetings uie held at 8 p m, so we have 
finished our daily housework by then and 
the chairman’s house close by”, pointed 
out Protimabehn. For the other two 
committees, meetings are generally held 
in the daytime (early afternoons) so the 
women have finished some of their 
housework before attending. It is impor¬ 
tant to note that these women have some 
support systems, in-laws or husbands, 
to look after ihechildren and ^terhapscook 
a meal in their absence (though the degree 


of support they receive does vary from 
ca.se to case). 

Perception of women’s roles 

“Of course, we have a role to play on 
the committees”, replied Valibchn con¬ 
fidently. “Other women, particularly 
widows and those who arc on their own 
when their husbands have migrated, they 
can approach us more easily if they have 
any irrigation-related problems.” She 
rcHected for a while and then went on. 
“What if the household is very poor and 
the man, because of his low status is not 
able to speak at (he society meetings about 
his need for water and his inability to pay 
in advance, then in such cases his wife 
would find it easier to approach a woman 
on the committee and explain their critical 
need.” 

“Sometimes women may need water 
when it is not their turn and so they come 
to us for help", added Kasnibehn. .She 
continued, “Although there is a schedule 
for water deli very the committee is flexible 
about it, according to people’s needs - for 
example, .someune's crop may be ready 
for water (its brow n or burning) and it may 
not be their turn, so we adjust if we feel 
it is appaipriate and the other farmers 
don’t mind”. 

Parsingbhai Cbhai’ is vocative for 
bri'thcr in Clujarat and is u.scd to address 
both family and non-family members), the 
hardworking and committed chairman of 
the recently formed Jhalod Lift Irrigation 
Federation (LIF) also agreed with the 
women: “Not only are widows able to 
approach women members more easily, 
but sometimes women arc on their own 
when the irrigation sea.son starts and if 
they are bothered by other farmers - for 
example, those diverting water to their 
fields out of turn - then women feel more 
comfortable to go directly to the women 
committee members with their problems. 
If women arc on their own, then we tend 
to give them water during the daytime 
bccau.se night time watering would lie 
difficult for them.” 

L,aliiabehn explained that the reverse is 
also true: women committee members have 
access to women farmers, which their male 
counterparts do not necessarily have. 

Tahls 8; Crop Pro-ijii ncrs k'r Mrh ani> WoMts 


Hence, they can explain the co-operative 
rules to them since women have been 
known to breach these rules, largely 
becati.sc they were unaware of their exi.s- 
tence. Or they can share information with 
the women from the trainings they have 
attended and find out what kind of pmblems 
they have encountered in the delivery and 
management of irrigation water. 

Sevsinghbhai and Deera Jokn Salod 
(committee members of Bambela 2 LIC) 
both fell that re.scrvation for women on 
the committee was im^iortant and that the 
two women members were participating 
to the iKst of their ability - regularly 
attending meetings and taking part in 
di.scus.sions. “Kasnibehn is educated and 
has learnt many things from Sadgurii - she 
dues u lot of development work for the 
village, so we respect her”, said Dccrabhai. 

“Initially we used to think what was the 
need for women members on the committee 
- what gotxl could they do?” explained 
Kuliubhai. another committee member. 
“Rut we soon reali.scd that women could 
be aiiproachcd by 'thcr women farmers, 
particularly widows and because their 
participation was being encouraged 
by Sadguru we did not have many 
apprehensions." 

In Ranyar (kdiibi) (he story is somewhat 
different - Sarlaliehn, who was initially 
interviewed in her own house in the 
pre.sencc of her husband, hardly attends 
the cuminitice meetings. Accoiding to the 
villagers, niuMiy men who had gathered 
around, it is her husband who attends the 
meetings in her place. I le pniudly asserted 
this, “I put forward her name as acc«>rding 
to the rules, the committee needed one 
more woman member. But I mostly attend 
the meetings in her place.” When asked 
ifhc shared the prrx'eedings of the meetings 
with Sarlabehn. he promptly replied, “What 
i> there to share with her -• she won’t 
understand anything and besides wh:it will 
she do with the information!” While the 
other men laughingly agreed with him, 
Sarlalichn quietly retreated to the kitchen. 
(We spoke to her later in Protimabchn’s 
house where she was a lot more 
foiihcoraing.) 

Even Mahcndnibhai. the chainnun of 
the LIC committee in Ranyar (kanbi) fell 


It’ll tern) 
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that the women really did not have any 
role, other than attend the meetings (if at 
all) because the secretary and he himself 
were there tosol veany problems. “Women 
are too preoccupied with their household 
work to have the time to participate 
actively." 

Conflicts and nender roles in 
resolution 

It lakes a while to build a community 
institution such us an LIC, explained the 
women, and so in the early years there 
were several small conflicts because people 
were generally not aware of the rules. Now 
we ask people to try and resolve the conllict 
Ixstwcen themselves oral least at the Taliya 
level, before they approach the committee. 
We have also devised a system of penalties 
• fee.s for different rule violations - .so far 
we have not imposed any Tines, though 
we have threatened a few farmers with 
fines. 

Perhaps the most common conflict 
occurs when farmers take water out of 
turn, simply by redirecting the ehannel to 
their fields. “Iliis was happening quite 
frequently”, said Valihehn, “so we decided 
to close the outlet for an hour or so and 
no one would get any water till they 
rc.solvcdthc issue. If necessary the secretary 
or one of the committee members helps 
the famiers sort out their differences. I 
myself have never been directly involved 
in resolving any of tlie.se conflicts and in 
my opinion most of the wives don't 
interfere when their husbands arc engaged 
in a dispute. 'I'hc men realise that they arc 
losing valuable irrigation time and so when 
the outlet is reopened they refrain from 
breaching the channel." 

“Ill our village. Kanyur (kanbi) most of 
the kundis (six out of 11) have bt'cn covered 
with a wire mesh and locked. The 
committee decided to do this since people 
used to tamper with the outlet valves and 
increase the pressure of water flow to their 
fields so as to reduce the irrigation time. 
However, this used to affeet the water 
flow for downstream users", said 
Protimatichn. People do not use irrigation 
water Tor any other purposes here since 
there arc two tanks close by and .six 
haiidpumps which can he easily iiccessed 
by all. 

Kasnibchn described an incident that 
had occurred a couple of years back in 
Bambcia 2: “Once a fanner ssas taking 
water to his field and the channel broke 
causing water to flood his neighbour’s 
fields. This resulted in the loss of 60 kg 
of wheat lor the neighbour. When the 
tssue came up to the comtnittec we 
di.scusscd it, but i< was not possible for 


us to provide compensation to the farmer. 
However, we passed a resolution making 
it the responsibility of the farmer who is 
taking water to safeguard the channels and 
ensure the smooth pa,ssage of water to bis 
field only." 

Another incident in Bambela 2 illastraies 
women's increasing role in conflict 
resolution in the village; last year someone 
had .stolen plates from the pump-house 
and the women members of the self-help 
groups (known locally as, ‘maliila 
mandals’, or women’s organisations) were 
asked to find a w'ay of ‘catching’ the 
culprit. The women decided that no 
irrigation water should be distributed till 
the plates were returned and sure enough, 
shortly thcreafIcr the plates were returned. 

While we were talking to Kasnibhen 
and Lalitabehn a rather agitated farmer 
turned up with a complaint - it .seems it 
was his turn for water, but another farmer 
was getting water. How could that he, he 
demanded. Lalitabehn explained: "You 
were not there when your turn was meant 
to start so we decided to give him water 
us the |N)wcr supply was working (and 
everything is contingent on electricity as 
you very well know). But don't worry, we 
assure you that as sram as his turn is over 
wc will start with you." And Kasnibchn 
also supported her, both confidently 
handling this little incident. 

Now that Bambcia 2 has shifted to a 
time-bused pricing system for irrigation 
(.sec next section)committee members feel 
that water wastage has reduced con¬ 
siderably - farmers guard the water flowing 
to their fields and make optimum use of 
water during the stipulated time. 

Arc women heard in meetings '/ 

As mentioned earlier, membership in 
the Lie's is contingent on land ownership 
and except for a few women members 
(about 3-.‘i in each scheme area, mostly 
widows) all the members arc male heads 
of households. However, Kasnibchn 
explained that women were nut excluded 
from LIC tneetings simply because they 
were not officially members. In both 
Banibela 2 and Chanasar 2. about 25 to 
SO (rer cent of those who attend meetings 
arc women, .sometimes because their 
menfolk h .vc migrated and otherwise, 
localise they are interested and want to 
know what is going on. Women are 
considcrcdunofficial or informal members 
because they do have a major role to play 
in agriculture, a fact which is acknowledged 
by tx)th men and women. In Ranyar (kanbi), 
vince women’s rule in agriculture is only 
secondary, they do not attend LIC meetings 
and arc not expected to either. 


Part of the reason for women’.s reportedly 
high attendance at these meetings can be 
attri buted to the parallel efforts by Sadguru 
in facilitating women’s self-help groups 
in their project areas. In addition to regular 
savings activities, these groups have been 
discus.sing and organi.sing around anumber 
of issues which concern women in the 
study area, for example, alcoholism, poly¬ 
gamy and violence against women. Many 
women have also begun taking loans for 
the purchase of fertilisers, pesticides and 
other inputs to enhance their agricultural 
production. The mahila mandal meetings 
also provide a forum for the women to hear 
from the female representatives on the 
LIC committees about irrigation related 
issues. 

However, attendance at meetings is only 
«)nc indicator of women's informal 
participation in irrigation management - 
although it docs not tell us anything about 
the quality of their participation, it is an 
important beginning because women are 
at least getting access to some information. 
from attending these meetings. 11 is difficult 
to judge the extent to which women do 
speak or even if their voices are heard in 
these meetings without actually observing 
them (which has not been possible during 
this fieldwork). But Kasnibehn de.scribed 
how itt a recent meeting she got up and 
told the members present that the LIC 
should change their water pricing sy.stem 
from a per acreage basis to per hour. 

“There was too much of water wastage 
going on under the acreage system so after 
attending a meeting at .Sadguru, I returned 
and told the members that wc should start 
charging water on a per hour basis. All 
the members heard me and agreed with 
what 1 had to say, so today we arc charging 
for water at the rate of Rs 20 per hour.” 

However, Kasnibchn’s voice was not so 
easily heard at the monthly meeting of the 
LIF (December 30, 1997) at Sadguru's 
offices in Jhalod. Out of the 30 members 
pre.scnt (representing various clusters of 
I.ICs), only four were women (including 
Kiisnibehn). It wasobserx'ed that whenever 
she tried to put forward her views (she is 
the vice-chairperson) on the issue being 
discussed (for example, problems in 
electricity supply), she was interrupted by 
two higher ca.ste men who.se voices were 
the loudest at the meeting. It .seemed that 
some members from the bhil community 
were also not being heard, but when they 
later broke up into small group discussions 
and then presented their views to the 
general body, their opinions were heard. 
Although the women's viewpoints, at least 
in this meeting, were not given the same 
space, this is gradually changing. 


3604 


Economic and Political Weekly December 18, 1999 



Kasnibehn asked that a roinimum of one 
woman from each member village must 
attend LIF meetings so that their physical 
presence increases and she does not find 
that she is on her own. 

Kasnibehn feels that occasionally the 
practice of purdah (known locally as 
gunghat) which is not uncommon in 
these areas can be an obstacle to women’s 
effective participation in meetings be¬ 
cause it is difficult for women to have eye 
contact with others when stressing a 
point. Women also find it an impediment 
in their day-to-day activities - holding the 
sari over their head with one hand and 
trying to work with the other in front of 
men. 

VI 

Changing Gender Roles? 

There is no doubt that interventions such 
as lift irrigation have dramatically trans¬ 
formed the lives of beneficiaries. Where 
once people had been migrating and sup¬ 
plementing their diet, whenever possible, 
with the purchase of essential food items, 
they arc now meeting mo.st of their dietary 
needs and have some agricultural surplus 
to sell. In most beneficiary housch>)lds, 
women have stopped migrating, but male 
migration is still considered a supplemen¬ 
tary source of income, at times of critical 
need, for those families which have surplus 
labour. 

For the women we met, life is far more 
content and peaceful now. Their memories 
of migration were painful ones - hard, 
cold pavements, barely a roof over their 
heads, having to cope with strenuous 
physical work as well as looking after their 
children and preparing meals in strange 
environments where they could be subject 
to physical liara.ssment. They did not ‘miss’ 
the big lights of the city or entertainment 
such as the cinema - “we never had money 
or time for these things" they laughed. 

“Now we can send our children to school 
regularly, we are able to buy clothes, make 
our hou.ses pucca and save money to put 
back into agriculture (buy new seeds, ferti¬ 
lisers, pesticides). More importantly, we 
are able to feed ourselves throughout the 
year.” 

These qualitative changes in people's 
livelihoods; combined with Sadguru’s 
efforts in organising and sensitising women 
and men, have gradually led to the 
restructuring of gender relations fur some, 
but definitely not all households. In fact, 
changes in gender roles are more apparent 
amongst the bhil community of Bambcia 2 
and Chanasar 2, than the patels of Ranyar 
(Kanbi). Kasnibehn and Lalitabehn 
described what they felt: 


“There have been several subtle, but 
noticeable changes in the last five years, 
mostly related to ilie fact that people’s 
sources of livelihtHxi have become more 
secure. Earlier there used to be a lot of 
fights between men and women - a man 
would simply order his wife to go and 
make tea or co^ik the vegetables. If they 
didn’t do this properly the men would beat 
them. But now several men make tea on 
their own, help their wives by chopping 
vegetables and occasionally cook them 
loo if need be - for example, if their wives 
are attending meetings. Earlier women 
were confined to the house and the farm 
most of the lime - they hardly attended 
the weekly markets. But now many women 
go with their hiishunds or in groups of their 
own and there are far fewer restrictions 
on their mobility." 

On a more personal note. Kasnibehn 
added: “Since niy cliildhoml I have had 
this urge to do .something for the com¬ 
munity. They lielievc me bccau.se 1 believe 
in them and try to help them solve their 
problems. My most im|H>itam priority is 
to provide cduc.ition for the girls in the 
village.” 

The Chanasar 2 LIC secretary, 
liarsinghbhai. felt that the difference in 
women's status now and what it was in 
the past is .so immense, it is as different 
(or us wide us the distance between) as 
the earth and the sky (‘zamin aur asman 
ku farakh liai'): '‘Earlier our women would 
never talk to strangers, they would 
withdraw inside the hou.se, pci haps go to 
make tea. But now they are curious - they 
come out to see who is visiting and why. 
Their partieip.itiun on the committees has 
made them .stronger and given them greater 
sclf-confidciice. Their menfolk also feci 
gwxl about it ~ they tecl that they get social 
recognition through their wives now.” 

Although Harsinghbhai’s views are 
shared by the women and men of Bambcia 
2 and Chanasar 2, in Ranyar (kanbi) there 
has been little change in the socio-political 
status (decision-making roles) of Pro- 
timabehn and Sarlabchn. Their husbands 
arc quite indifferent to their participation 
in the LIC committees and do not share 
in any of the doinc.stic work, or as in the 
case of Sarlabchn, encourage them to attend 
meetings. Because of their marginal role 
in agriculture these women themselves 
were found to be lo.ss interested in actively 
participating in irrigation management, 
though they appeared to be aware of the 
general rules and contlict related issues. 

In sum. this exploratory study indicates 
that for women who are primarily involved 
in agriculture, representation on com¬ 
munity irrig.'ition institutions is critical as 


they often have to manage irrigation on 
their own because they are ehXxerdeJure 
or dc facto heads of households. Since 
mcmticrship in LICs is conlingcnt on 
landownership and restricted toone person 
from each beneficiary hou.scliold, women 
have little chance to become formal 
membersof LICs unless state co-operative 
laws are further amended. Sadguru itself 
is not in a position to do this, but it cun 
certainly network with NGOs which arc 
engaged in (lolicy advocacy and hope that 
forthcoming political changes have a 
hearing on the quagmire of co-operative 
laws. 

Meanwhile, women’s participation in 
meetings, even if they arc not members 
should be facilitated us it contributes to 
their awareness alxnit rules and theirrights 
and responsibilitic.s. In our preliminary 
analysis there seems to he little support 
at the community level for joint member- 
.ship of the I .ICs - the reason being that 
someone has to slay lioiiic to liKik after 
the children or do the hou.sework (which 
is usually seen as women’s role) and that 
in any ca.se women who want to can attend 
the meetings. Rut membership docs give 
women a decision-making role and this is 
iin|x>t tant in a context where irrigation has 
significantly cliUriged|icople’slivclih(X)d.s. 

For the women who are members of the 
executive committees, Sadguru needs to 
work more towards strengthening the 
quality of their participation which may 
necessitate further and parallel gender 
sensitisation efforts with men in the 
community. The fact that at a |xilicy level 
.Sadguru is planning to increase women's 
rcpre.scntation on the LIC committees to 
5() per cent is important as is the need for 
more women, like Kasnibehn, to take up 
office-hearing positions which bring them 
more visibility. Women may not have the 
time or financial and technical skills to be 
secretaries, pump operators or water 
distributors hut they can certainly he trained 
i n these areas .so that they can at least check 
that the concerned persons areundcriaking 
their tasks responsibly. On the other hand, 
women could be encouraged to stand for 
the post of LIC chairperson which is not 
so time consuming and has considerable 
‘power’ (symbolic) or status asscxiaied 
with it. The neighbouring liuiiilei of 
Chana.sur 3 recently elecied its first • and 
first in the history of .Sadguru’s efloils - 
woman uscliair|)ci son through voting (the 
other candidate foi the post was a man). 
Such women leaders need lo he nurtured 
as they can act as lole models for other 
women in a context where ihcic are very 
few women grass rcxils leaders who can 
be emulated. 
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In conclusion, using irrigation as acritical 
entry point, Sadguru has been effectively 
able to meet women's practical gender 
needs for water, an assured supply of food, 
fodderand fuel (croprcsidues)and income. 
Although women's participation in 
irrigation management varies depending 
on the extent to which they arc involved 
in agriculture, the bhil women of the 
Bumbela 2 and Chanasar 2 LiC committees 
have shown that gender differences play 
a part in mediating people's acce.ss and 
control of water resources. Their keen 
participation in irrigation managementand 
other community issues has given them a 
new confidence and enhanced their .self 
image. However, the extent to which 
economic empowerment can be translated 
into social and political empowerment 
(greater control over productive resources 
and decisinn>making) remains to be seen. 
Addressing strategic gender interests is 
not only a longer process, but al.so requires 
working at multiple levels including 
households, communities and institutions 
at the micro level as well as with the policy 
planning and implementation apparatus 
both at the level of the state (national) and 
increasingly, in the global arena. 

Annexuri; 

Sadguru conducted two-day training on 
gender awareness in October 1997. for 23 
men and 16 women from the villages of 
Bambcia, Chanasar. Sampoi, Tandi and 
Gheswa. During the work.shop an attempt 
was made to capture the impressions of 
the participants of the impact of 
development intervention on gender roles 
in household work, agriculture work and 
.social and community activities. As can 
be .seen in the following illustration the 
number of days spent by men and women 
on each of these activities in a year were 
counted. A significant increase in the 
number of days spent by men at domestic 
work after the intervention can be .seen. 
At the same time, women's time in 
agriculture and community activities has 
increased indicating the impact of irrigation 
and their changing status in the family and 
society after the interventions. 

Although the table shows an increase 
in women's household work, this has to 
be seen in a context where migration is 
minimal. When migrating, women would 


not have had to do much household work 
as the house would have been a temporary 
structure, a very basic shelter. But, with 
irrigation the quality and quantity of food 
has improved requiring more time for 
preparation. Moreover, some families have 
gone in for dairying and installation of 
biogas units both for cooking purposes 
and production of slurry. These 
development interventions can also have 
an impact on the workload. 

[We would like to thank the staff of the village 
institutions and co-operative cell at Sadguru, 
particularly Harmeet .Saini, for facilitating the 
fieldwork, and the Ford Foundation for its 
support to IRMA for research on gender and 
institutional issues in natural resources 
maiiagetncnt.l 
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ANNLxt'RF Tabif: Nt!Mni-.R OF Days in a Yfar 


Type of Work 

Before Intervention 

Alter Intervention 

Men 

Women 

Men 

Women 

Household work 

50 

130 

150 

214 

Agriculture work 

77 

68 

168 

160 

Social and community work 

118 

58 

168 

144 
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Human Development Index in Lieu of 
Caste Census 2001 

Ranjit Sau 

The proposed caste enumeration in the census of 2001 will have deep ainsetpiences. The matter should 
be analysed at two levels. In order to understand the reality we have to ascertain the origin, evolution, 
and effects of caste. And to change the system we have to devise a strategy. For redressing the caste bias, 
a caste census is not necessary. A village presumably represents a small number (maybe, two or three) 
of adjacent castes. Then, the Human Development Index (HDI), computed village by village, can mimic 
the caste profile of the population. Suc'h an index can help development-planning to eradicate, first, caste 
bias and then caste itself. A village-level version of the HDI can be tax'd for an indirect estimate of caste 
bias, making the proposed caste census of2Q0l redundant. The census instead should collect data on health, 
education, and earnings of the people. 


...(T|he past is present in the future. 

-Partha Dasgupta (1993:142). 
I'HE prnpo.sul to introduce caste returns 
in the census of 2001 has rai.scd a storm 
of controversy. Deshpande and Sundar 
(1998) have presented an excellent, but 
brief, report of the proceedings of a 
symposium held at the Institute of 
fomomicGrowth,Delhi.onJuly 17,1998. 
Attended by some 65 eminent .social 
scientists the assembly deliberated on throe 
broad .sets of concerns: (a) the 1 ikely impact 
of the newly available caste-data on stK'ial 
and political behaviour, (b) the use of the 
census caste-data for research in social 
.sciences, and (c) the practical as well as 
technical aspects of data collection and 
processing. The symposium revealed ‘yet 
another instance of our deep-rooted 
ambivalence towards the mo.st di.stinctivc 
institution of Indian society’. This was 
expected; but it is also quite disheartening. 
Why thi.s ambivalence? Why cannot we 
come to a con.scnsus on such a vi tal matter? 
Partly, in our view, it is due to inadequate 
analysis. Students of political economy, 
for in.stance, have given far more space 
to such topics as capitalism, sociali.sm, 
feudalism, colonialism than to casteism. 
By no means does it suggest that they 
could have finished the debate otherwise. 
The point is that there is a widespread 
tendency to shy away from the challenge. 
No political party, for instance, has even 
cited the goal of a casteless society in its 
election manifesto even though such a 
vision is en.shrined in the Constitution of 
India. 

“India is a country ofinequalitics. Caste 
is-the ba.sis on which our whole society 
is based," says Pinto (1988). “At one end 
of the spectrum we have the outcastes 
named as SCs [‘scheduled ca.stcs’] and 
STs [‘scheduled tribes'] and on the other 
end we have the upper crust consisting of 


the priest, the landlord and the merchant 
castes. In Iictween there are hundreds of 
other stKial groups airangcd hierarchically 
by the caste siK'ial order." Pinto is con¬ 
vinced: “Several among these groups arc 
condemned to backwardness, social, 
economic, and educational, Isccausc of the 
humble occupation the caste has ascribed 
to them". He concludes: "In acaste.scK'icty 
recognition of casic alone can transform 
caste and a castelcss .stKiety can emerge. 
Therefore caste should lx; included as 
an essential element of the census of 
2(K)I AD.” 

The Delhi symposium heard several 
arguments for keeping caste out. “The 
most widely cited and deeply felt reason 
for not including cu.ste in the census was 
that it would intensify divisive caste 
identities and may also lead to large-scale 
caste conflicts and violence". “Rc- 
intnxlucing caste is especially ahhoneiit 
because our Constitution - in giving legal 
shape to the hopes of the nationalist 
movement-explicitly cnvisagesacaslelcss 
StKiety.” Furthermoi e: ‘The stamp of Icgal- 
administrative sanction carried by the 
census risks reifying caste as a ‘natural* 
category that scif-evidciitly defines 
communities” [Deshpande and Sundar 
1998). The .symposium, of course, was not 
short of arguments from the other side. 

Practical difficulties in introducing caste 
in the census arc almost endless. Shah 
(1998) points out: “In Indian languages 
the English word [caste’ Has more than 
one equivalent. In Gujarati, for example, 
there are five words for ca.ste: ‘jat’, ‘jati’, 
‘jnali’, ‘varna‘, ‘kaum’. liach has more 
than one meaning.” ‘The problem of col¬ 
lecting information on caste membership 
is so complicated that ...the census 
organisation will not be able to collect 
reliable information". In the same vein 
Roy Burman (1998) observes that “during 


a caste-inclusive census, while an army of 
pseudo-expeii bureaucrats will have a field 
day, large contingeiiis of ihc armed fiirces 
with sieiiguns will also be re<|uired". 

At another level, the Delhi symposium 
noted 'the possible conslitulional legal 
problems that migl.t be posed by caste 
enumeration’. "Would this attract the pro¬ 
vision of Article IS-1 prohibiting the state 
from discriminating among citizens on the 
basis tyf a.icriptive altribulcs, or would the 
s|H'cial provision for ‘.socially and educa¬ 
tionally backward classes of cilizcns' in 
Article l5-4(intnHlucedexplicilly for .such 
purpose by the First Aincndinent to the 
Constitution, 1951) be adequate to take 
care of such problem’.’" |l3cshpandc and 
Sundar 1998; emphasis added]. 

Caste raises a manifold of complicated 
questions, no doubt. The 'deep-rooted 
ambivalence' that surfaced in the Delhi 
symposium and elsewhere is under¬ 
standable. TIte .situuiion culls for further 
informed dialogue. To that end this paper 
dclincaicsa field, uiulcondiicisun analysis 
in that framework. Assuming that the main 
purpose of the proixised c:istc-ccnsus is 
toeffcct uplift of the caste-stricken undet- 
privileged, the paper suggests an alter 
native; computation of Ihc llumati 
Development Index (III))) villagewisc. It 
docs nut lequire caste data. The United 
Nations Devciopmeni Pmgraininct IJNDI’) 
computes and publishes every years since 
199() the index lor its over 170-incmber 
nations. It is well recognised dial Aniariya 
Sen’s (1979, 1985, 19921 theory of well¬ 
being and advantage has laid the 
intellectual foundation ol ihe IIDI 

CASII.f^lTSriON 

In his A Discourse upon the Origin and 
the Foundatiiii! of the Inetiualily among 
Mankind, the 18th ccntuiy French 
philosopher Jean Jacques Rousseau - the 
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chief architect of the slogan 'Liberty, 
Equality, Fraternity’ that blazed the French 
Revolution - nowhere directly mentions 
caste. But it is implied in the discourse. 
“I conceive two species of inequality 
among men". Rousseau (1762:165) begins 
by .saying, "one which 1 call natural, or 
physical inequality, because it is esta¬ 
blished by nature, and consists in the 
difference of age, health, btxliiy strength, 
and the qualities of mind, or of the .soul; 
the other which may be termed moral, or 
political inequality, because it depends on 
a kind of convention, and is established, 
or at least authorised, by the common 
consent of the mankind. This species of 
inequality consists in the different 
privileges, which some men enjoy, to the 
prejudice of others, such as that of being 
richer, more honored, more powerful, and 
even that of exacting obedience from 
them." At the end he concludes pointedly; 
“there is scarce! lyj, any inequality among 
men in a state of nature, all that which we 
now behold owes it.s force and its growth 
to the development of our faculties and 
the improvement of our understanding, 
and at last becomes permanent and lawful 
by the establishment of property and of 
laws.” 

So true itis in the context of India! There 
was no caste at the time when the Ganga 
basin was just about in the ‘state of nature'; 
but ‘by the e.stablishment of property and 
of laws' caste came to be ‘permanent and 
lawful'. By Rousseau’s reasoning, then, 
caste could not spell a ‘natural’ inequality; 
it mu.st be a generator of ‘political’ or 
‘moral’ inequality. 

The caste conundrum can he broken into 
a few parts for inquiiy. First, is caste 
natural, or is it of the other type - political'.' 
We have just speculated Rousseau’s reply. 
We shall investigate it further, for which 
we have to trace the origin of caste in the 
Indian subcontinent. Second, if it was a 
political device, what was its raison d'etre! 
Third, why did caste appear only in India, 
not anywhere else in the world? Fourth, 
was caste inevitable in India on economic 
ground? That is, could the economic goals 
of that age have been achieved by some 
other means? Fifth, why and how has it 
survived in India so long? Sixth, how can 
we make our society castclcss, a vision 
enshrined in the Con.stitution of India? 
Seventh, is it necessary to have a census 
of ca.stc in 2001 for the purpose of human 
development in the country’? Finally, can 
the IIDI. computed villagewise, help us 
complete the task without recourse tocasle 
census? 

Some economists have terribly wrong 
ideas about caste 'They think that it wxs 


inevitable, efficient, and an internally 
consistent ‘equilibrium’ system. “Thecaste 
system pro vided a more subtle and enduring 
answer to the Aryans’ problem of man- 
taining their rural labour supply", says Lai 
(1988:40, 1998:29). “It established a 
decentralised sy.stem of control which did 
not require any overall (and larger) political 
community to exist for its survival, and 
it ensured that any attempt to start new 
settlement outside its framework would be 
difllcult if not impossible. The division 
of labour by caste and its enforcement by 
social ostracism were central to the 
schema.” Lai (1988:45) claims to have 
found “an economic rationale for the 
origins of the caste system". “In summary”, 
he says, “in an environment of endemic 
political instability, the caste system 
provided first, an ‘incentive-compatable’ 
system for co-opting the vanquished 
peoples with the agricultural skills required 
to establish Aryan settlements on the Indo- 
Gangetic Plain." He continues: "Secondly, 
through its occupational segmentation 
enforced by .stKial ostracism, the caste 
system provided a .subtle and enduring 
decentrali.scd .social system, requiring 
neither a centralised .State or Church to tic 
down adequate labour supply in the labour- 
intensive tasks required to settle the new 
Aryan niche in the plains." 

Akcrlof (1976) has a more modest 
agenda. He defines ‘caste equilibrium’ “as 
a state of the economy in which ca.stc 
customs are obeyed, yet no single indi¬ 
vidual, by behaving differently, can make 
himself better oF'. Then he proceeds to 
prove the theoretical existence of such an 
equilibrium. He reckons that by “its very 
nature the caste system involves trade and 
division of labour”. He demonstrates an 
equilibrium of production, employment, 
and distribution under caste ctxlcs. 

Basu (1986:267) sees a re.semblance 
between Akerlofs caste equilibrium and 
the Czeck writer (and now president) 
Vaclav Havel’s description of a ‘post- 
totalitarian system’ which belongs to a 
class of ‘dictatorship with no dictators’. 
Ba.su continues: ‘‘.And the first step in 
controlling this latent (and not so latent) 
power in societies must be to recognise 
it and demystify It. This is precisely what 
the model lias tried to do." ‘The empirical 
accuracy...is not our concern here”, he 
says. “What is of interest to us is the prior 
question of internal consistency”. He finds 
‘internal consistency’ in a caste society of 
his de.scription! 

Contrary to such views of these eminent 
economi.sts and many others, this es.say 
will show that the so-called ‘caste equili¬ 
brium’ has little ‘internal consistency’. 


less efficiency, and no moral justification 
whatsoevertoexistoutsidearacist regime; 
it is totally out of place in today’s India. 
To that end, this paper tries, first, to 
understand the origin and nature of caste. 
Then it evaluates the proposal of including 
caste enumeration in the census of 2001. 
Finally, it suggests a more practical and 
meaningful alternative to caste census. 

A word about methodology. “The philo¬ 
sophers, who have examined the founda¬ 
tion of society", laments Rousseau 
(1762:166), “have, every one of them, 
perceived the necessity of tracing it back 
to a state of nature, but not one of them 
has ever arrived there.” He, we know, did 
arrive there, and traced the steps forward. 
We shall follow Rous.seau’s steps. To find 
the roots of caste we shall go back to the 
time of arrival of the Aryans in the Indian 
subcontinent when there was no .such thing 
as caste. And in order to understand the 
Aryan era its historical background - the 
Indus valley civilisation - has to be kept 
in view. Through this journey we shall 
reali.se that caste originated in the womb 
of racial prejudice; it was a political 
arrangement, without any link with 
religion, to keep the ‘blacks’ separate from 
the ‘whites’. Take away the first hard line 
of caste division, namely, the category of 
‘shudra’, the entire ca.stc structure will fall 
apart. 

First, the prologue. The scene: Indus 
valley, 3500-1500 BC. There were 
“numerous cities and small towns, and 
although Harappa and Mohenjo-Daro were 
350 miles apart, the Indus river made 
possible the maintenance of a strictly 
organised and uniform administration and 
economy over the large area...Grains were 
cultivated, cattle and sheep domesticated, 
metals worked, textiles made, and trade 
carried on” [Wallbank et al, I965-64J. 
“Mohaiijo-Duro on the lndus...caiTied on 
a considerable amount of indus:ry and 
commerce. In fact, contacts with theMiddle 
East may have been closer in this period 
than in many later centuries” [Strayeret al, 
1961:170-71]. 

Approximately 10,0(X) thousand years 
ago, humans began to develop a settled 
agriculture: to herd and breed animals and 
to cultivate plants for food. The results of 
adeveloped ability to increase the resource- 
base amounted to a fundamental economic 
revolution; North (1981:73-89) calls it the 
First Economic Revolution. A combination 
of agriculture with the traditional occu¬ 
pation of hunting and gathering is shown 
in Figure 1 where HNG and ALR are the 
lines of marginal productivity of labour 
in the two occupations respectively. We 
see that as labour supply exceeds. AL, the 


.3608 


Economic and Political Weekly December 18, 1999 



Figure I: First Economic RpvaxTioN 

Marginal productivity 



community starts agriculture side by side 
with hunting-gathering. A parametric shift 
of ALR upward or that of HNG downward 
would cause a shift of some labour to 
agriculture. Not that every community 
consciously practised fancy optimisation 
like this. However, the fact is that those 
who did somehow hit upon the better 
allocation of labour were more likely to 
survive the relentless grind of natural 
selection in a Drawinian jungle. There is 
evidence that the First Economic Revolu¬ 
tion was accomplished in the Indus Valley 
well before the Aryans arrived on the 
scene [Braudel 1993:218]. In the periodis- 
ation of Engels (1891:185-91). with 
reference to the mode of production of the 
means of subsistence, the Indus valley 
civilisation (along with the ‘the Greeks of 
the Hemic Age. the Italian tribes shortly 
before the foundation of Rome, the 
Germans of Tacitus and the Normans of 
the days of tiu* Vikings’) is placed at the 
upper stage ot what he calls ‘barbarism’, 
while the Aryans, we shall see liclow, 
would be one step behind at the lower 
stage of it.' Straycr et al (1961:170) put 
the Indus valley at par with Mesopotamia 
andEgypt.SodoWellbanketal(1965: 64); 
“its [Indus Valley’s] widespread material 
remains show striking similarities to those 
of contemporary Egypt and .Sumer”. 

The main play now begins; signs of 
decline of the Indus Valley civilisation are 
visible. Around 1500BC the Aryans started 
migrating through the north-western 
passes. They were not ethnically one 
homogeneous group; they were of several 
tribes, inhabitants of the Caucasus region 
that nestles between the Black and Caspian 
seas. The common origin of their language 
in the (Indo-European) Aryan speech group 
was the main thread that had bound them 
together. ‘‘I'he first Aryan invasion came 
from Turke-stan towards Iran and India. It 
thus came to grips, from Mesopotamia to 
the Indus, with an already homogeneous 
and fIouri.shing civilisation of towns, tall 
houses and settled peasants” [Braudel 
1993.219]. 

The Aryans were pastoralists. ‘The 
plentiful meat and milk diet among the 
Aryans..., particularly the beneficial effects 
of those foods on the development of 
children, may perhaps explain the superior 
development of [this race]” (Engels 1891: 
189].^The Aryans wcrcapcopic of warlike 
stockbreeders, organised in tribes, rather 
than kingdoms. They “harnessed the horse 
to the chariot and knew the uses of iron. 
Their success in overcoming the original 
inhabitants of India was ba.sed upon their 
unequalled mobility due to the movable 
supply of cattle, the horse-chariot for war 


and ox carts for heavy transport" |I,al 
1988:18|. “In a few hundred years, they 
conquered and settled the upper Indus 
valley and began penetrating the Ciunges 
region. A tall (leoplc with fair skins and 
long heads, the the Aryans ate and drank 
heartily, fought readily, and lived simple 
lives. They knew nothing of writing or of 
life in cities” jWallbank ct al 1965:651. 
Straycr et al (1961:171 j describe them as 
follows: “Tltc Indo-Aryans arc far less 
advanced than the builders of Mohenjo- 
Daro. They have no cities; they are herds¬ 
men and fanners living in.scattered villages. 
But they are excellent ftghtcrs and they 
gradually occupy first the Indus valley, 
then the Gattges valley, and finally the 
central part of the Indian peninsula” 
(emphasis added). 

The Aryans had subjugated the original 
inhabitants - the natives - of India by 
superior force of arms; but in culture and 
civilisation they were way behind [Quigley 
1961:80]. Here lay the main seed of caste 
system as distinct from comparable 
bondages like .slavery or serfdom that mark 
the history of Egypt and China. 

The Aryans had “fair skins and long 
heads'. How did the then native Indians 
look like? According to Braudel (1993: 
218), the indigenous people were “very 
varied brown or black...pigmies who 
were early arrivals from Africa; Proto- 
Mediterraneans who had come later no 
doubt from Mesopotamia...; and peoples 
from central Asia with Mongoloid 


characteristics (cs|icciiilly in Bengal)“. Ttic 
vast alluvial plain of the Gnngctic basin 
did not lend itkclf to the fonnation of 
viable ‘states’ with ‘natural boundaries'. 
In the absence of a powerful central autho¬ 
rity the natives succumbed quickly to 
invasion; by the same token, they could 
not be held by force by the victors for long. 
The Aryans could not turn the vanquished 
non-Aryans intti slaves or seifs, for they 
had neither adequate military powei nor 
the skill nece.ssury for organising farms. 
They needed the co-operation of their 
prisoners; so they gave the non-Arytiris, 
referred teas ‘dasa’ (almost equivalent to 
slave, but not quite), a place at the edges 
of the settlements that were being .set up. 
“Tlic .subsequent treatment of dasas a\ 
beyond the .social pale was. perhaps, the 
first step towards the establishment ol 
caste” [Uil 1988:20, emphasis tidded; see 
alsoKosainbi I981;Thapar 1966:381.Here 
is the genesis of caste in iincient India. 

<\s they entered India the Aryans them 
selves were divided into three broatl soi’ial 
cla.sscs (not yet castej. vi/, ‘brahinan’ 
(pnc.st), ‘kayasiha’ (wanior .iiid ari.sto 
rcracy), and ‘vaishya' (nierchaiit and 
common people). With the formation of 
a community ol dasa. now ‘vaina’, the 
colour of the skin, came to the centre 
.stage: the Aryans wereof taircomplexion. 
the non-Aryans ofdarkerskin. The Aryans 
felt the need for a colour bur; so a hard 
line was diuwn bciwccn them and the 
others. 1 iie dastts were given the varna of 
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Figure 2: Caste Structure 


Sixrial rank 



People 


Now: OB = bi nbman; BK = kayustha; K V = vaishya: VS = .shuUra, SP = uutciuite; UP = total population. 
'Dio shaip ilrop ol the caste curve CDFSU at V is notable. 


‘shudra’ and kept socially and physically 
away from fair-skinncd Aryans. 

The (bur varnas - brahman, k.shatriya, 
vui.shya and shudra - provided the broad 
conceptual framework for the evolving 
society in ancient India. The varnas 
gradually turned into four bold lines of 
castes.^ Ill course of time the social cura- 
pusition came to consist of numerous 
occupation-spccitlc subcastes or ‘jatis’, 
all ordered in ranks. The interweaving of 
these micro subcastes is the real fabric of 
the much fragmented Indian society. 

.Shudra was originally a title of vania; 
over time it turned into a caste with ap 
prorpriale rituals and ceremonies.'^ Shudra 
inarkcd a big .social divide iK'tween the 
Aryans and the non-Aryans, the 'whites’ 
and the ‘blacks’ respectively. Inevitably, 
farming came to depend on the shudras. 
The Aryans - the three upper castes, vi/, 
brahman, kayastha, tind vaishya were 
barred by ca.ste codes from participating 
in cultivation, riiey could touch a plough 
only at the peril of eternal damnation, 
decreed by the ever-vigilant priest. By 
about the si xth century BC' a social category 
even lower than the shudras appeared, the 
so-called untouchables, who were 
considered outeastes. totally outside the 
IKiimeter of Aryan society. They were 
assigned the job of scavenging. Tliiis the 
.solid houndaiy of caste configuration was 
completed. Later thousands of divisions 
and subdivisions within castes would 
spring up to make the network dense. See 
Figuie 2 for illustration, where point V is 
a watershed. It is important to lealise that 
caste is e.ssenlially a two-tierconstnicliun: 
at the bottom arc the shudras and the 
outeastes (VP in l-'igure 2). at the top tire 
the others (OV in Figure 2). it is a device 
to separate Aryans from non-Aryans. The 
sharp break of curve C'DESLl above ptiint 
V in bigiiic 2 is a graphic renectioii of this 
apanheid. 

I'he caste of shudra was the llrst and 
foremost line of segregation; without it 
there could be no caste differentiation.^ 
We now ought to recognise that the days 
of that line are long past. Ttnlay, an average 
Indian embodies the physical and mental 
features ot both Aryans and non-Aryans, 
and hardly aii) Indian resembles ex¬ 
clusively tho.se of mil ance.stors who came 
down from distant Caucasus. Put another 
way, compared to the descendents of 
ancient Aryans, now living in Caucasus 
or in Huroirc or in America or elsewhere, 
the Indians do look much ditferent. If so, 
evidently. the main plank of India's caste 
classification, shudra. has lost us original 
mooring, and with it the entire caste 
calculus has collapsed under the weight 


of anthropology, if nothing else. TItosc of 
us in India who still harbour pseudo- 
Caucasus pretensions may find it 
illuminating to ponder over the complex 
in frtmt of a mirror.*’ with a colour-picture 
of a Russian or a Georgian at hand for 
relevant reference. Counting their 
differences from onc-.shade-darkcr fellow 
Indians i.v not enough; that is only part of 
the criterion. They have to pass a two-fold 
examination. The otlier part is to measure 
their physical similarities, if any, with a 
sample of the Aryans of 3.500 years ago. 
That is the litmus test for a pri.stine 
Caucasian connection. 1 wonder how many 
Indians will come through it in flying 
colours, as the .saying goes. We know for 
.sure, the distance between Delhi and 
Mtvseow orTiblis is palpably greater than 
that between a posh suburb of New Delhi 
and the farthest low-caste slums. Wc 
Indians arc far moa* alike among ou rsel vc.s, 
and vastly different from those othci's out 
there. 

Why did not easte appear in any other 
part of ri'e world? My conjecture is as 
follows. Upon reaching India the Aryans 
found an advanced mode of pnxluetion, 
vi/. settled agriculture, and a weli- 
dcvclopcd civilisation. By comparison, 
these pastoral people of Caucasus were 
one step back in the metric of historical 
progress. By force of arms they .subjugated 
the natives, but they could not afford to 
turn their prisoners into slaves or serfs as 


the latter hud absolute advantage in almost 
every respect, except warfare. The natives 
had to be coerced, cajoled, and |)erstiaded 
into co-operative submission. This is what 
the victors did by granting the prisoners 
a place at the margin of their circle, as 
shudra. 

.Such a situation, 1 submit, did not occur 
in Egypt or China, because there the l(x.'al 
peoples themselves had held sway all 
through.^ Nowhere else, except in the 
Indian subcontinent .some 3,5(X) years ago. 
would a small group of invaders, with less 
accomplishment in mtxic of production 
and in culture, come to rule over a vast 
plain of fertile land I ike the Gangctic basin, 
which was already being cultivated in .some 
measure hy a far larger population, more 
advanced in culture. That is why caste is 
conspicuous by absence in the world map 
minus India. 

In contrast to the assertions by some 
economists and others, let it becmpha.sised 
that on economic ground caste was not 
inevitable, for it was not the only available 
tool for the Aryans, bent on colonising 
Indian agriculture over 3,000 years ago. 
lliere were conceivably a total of as many 
as four other avenues besides caste 
imposition. Slavery and serfdom are the 
two that Egypt and China had tried at 
comparable times. For whatever reasons 
the Aryans did not go that way; that is 
understandable. The third one is techno¬ 
logy. After all, necessity is the mother of 
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invention. In world history technological 
innovation has often been the society's 
response to resource constraint. If farm 
labour in short suply, as Lai (1988,1998) 
insists, or there were labour problems of 
any other kind, the Aryans could have 
invested in labour-saving machinery to 
ease the bottleneck. They didn’t. 

Finally, there is one more. On this some 
economists have plenty of confusion. Ends 
ought to be distinguished from means. To 
be sure, the basic problem of non¬ 
cultivating Aryans was to procure a steady 
supply of surplus-product from primary 
pr^ucers in agriculture, not merely to 
ensure a captive supply of farm labour as 
.such. Tying up low caste people to inferior 
jobs was just a means to that end. The 
Aryans could have got that surplus-product 
from agriculture by extracting in a market 
what Marx (1894) calls 'absolute rent’ as 
distinct from the Ricardian differential 
rent which might not have existed. That 
would, of course, require regulating the 
supply of land, which was not impossible. 
It is a big mi.stake to think, as Lai (1988, 
1998) does, that land was free or in excess 
supply at that time. In tho.se virgin swamps 
of tropical lorests on river Ganga land had 
to be cleared and reel ai med at a substantial 
cost. Cultivation also requires openiting 
expenses on seeds, plowing, irrigation, 
manure. Poor disposses.sed natives could 
not afford all that on their own. Since there 
was very little activity outside of agri¬ 
culture, and no city to fee to, the trouble 
of tying labour to land was not worth 
taking. Besides, should the native plot to 
melt into forests and go back to hunting, 
gathering, or primitive farming, a little of 
incentive higher offerings to them could 
have lured them back. So the Aryans could 
well have taken recourse to a life rent with 
ample leisure without laying a trap of 
ca.ste. 

Of the five pn.ssible ‘technologies' of 
treating the natives for survival of the 
Aryans inancicntIndia-slavery,serfdom, 
labour-saving machinery, extraction of 
absolute rent, and caste control - no one 
has yet proved the superiority of the last 
one, or its inevitability |Sau 1999]. Only 
Voltaire's ever-cbullicnt philosopher 
Pangloss would say it is optimal because 
it is there: “all is for the best". But in 
history many a choice has been made by 
accident, or has happened by default, and 
the outcome has persisted. Existence per 
se is no proof of quality [Arthur 1994, 
David 1985]. Caste is a product of the 
ab.sentmindedne.ss of the Aryans in India 
at acrucial moment. They could have done 
much better here, if their performance in, 
say, Europe is any guide. 


We have answered first four questions 
po.sed above. The next section takes up 
again the second question, and also the 
fifth and sixth ones. 

Stagnation and PhRsiSTi-NtT- 

The Indian subcontinent is bounded by 
the Himalayas in the north, and by lower 
ranges to the east and west running to the 
sea which encloses the .southern peninsula. 
It cun be divided into three distinct geo¬ 
graphical regions, namely, the vast 
Gangctic alluvial plain of northern India, 
the Deccan peninsula in the south, and the 
Himalayan f(X)thills in the north. The 
Aryans first settled on the Indus and the 
Gangctic basins, and the Himalayun 
foothills, and then began moving into the 
.southern pcninsulaaround the sixth cenluiy 
BC, in the beginning primarily us traders. 
According to Kosainbi (1981), the major 
motivation for the Aryan thrust to the 
.south was their insatiable appetite lor 
metals. There is no evidence of any massive 
migration of Aryans from the north into 
the .south. What appears to have happened 
over centuries is a gradual pr(x:css of 
Sanskrili.sation {Srinivas 1967, .Stein 
1980:66] of the kical population, so that 
by about the ninth century a distinct Hindu- 
Dravidian society and polity arc discernible 
in the southern region. The south had 
certain features whichdistinguished it fnini 
the northern Hindu polity and society. 

The ca.ste system in the south was 
somewhat simpler, ba.sed on a two-fold 
division: brahman and shudra. The latter 
in turn was subdivided into two: right- 
hand, and left-hand. The right-hand shuclras 
were as.sociatcd primarily with agricultural 
production and local trade in those gcxids, 
while the left-hand shudras were engaged 
in mobile artisan production and relatively 
extensive trade in non-agricultural pro¬ 
ducts. The kshatriya (warrior) caste of the 
north is absent in the south, for Sans- 
kritisation did not rest on military muscles. 
The vaishya (merchant) caste of the north 
seems to have merged into the tww 
bifurcated lower subcastes of shudra in the 
south. 

The reasons for the difference between 
northern and southern ca.stc structures arc 
ecological and political [Kosambi 1981, 
Lai 1988:65-701. Note that caste docs not 
seem to bcadivincly preordained, universal 
mark, uniform for all humans at all places. 
It is a socially fixed tag fabricated by .some 
interested earthly creatures, with no evi¬ 
dence of any instruction from the heavens. 
In a word, caste is a regional phenomenon 
within India, and a narrowly local one at 
that in the world. Within India its density 
varies with population: less population 


means a smaller number of ca.stes. For 
example, in the Himalayan foothills ca.stc 
lines are fewer in number and thinner in 
font. Significantly, even then, the leaders 
of the two most important anti-caste 
religious movements in India - Buddhism 
and Jainism - were bom in that area. 

A major .scourage of caste is that it 
abhors labour, diminishe.sinnovation,and 
thus holds the .Schuin{x*terian dynamics at 
bay. A blacksmith ora weaver will venture 
outside his custc-spccificd spot only at the 
pain of ostracism. “In India....the caste 
system implies an entrenched special- 
i.sation that discouniges the I ndian peasants 
from using his free time to try his hand 
at many trades, as the western farmer was 
accustomedtodoing''|Mynlal l%8; 1079). 
“.Since large numbers of labourers in 
agriculture and other occupations are 
riespised as untouchables, the caste system 
fortifies the prevalent contempt and ilisgust 
fur manual work. .Since an orthodox Hindu 
regards not only those who |x:rform this* 
work but everyone outside his own caste 
as licyond the pale, it also wraps and 
stultifies ordinary human feelings of 
brotherhotnl and compassion’’ |Myrdal 
1968:745-46]. Nehru (19.56:84) describes 
the situation as follows: “In later ages it 
{the caste system) was to grow into a very 
prison for Aic mind of our |)cople - not 
only for the lower castes, who suffered 
most from it, but for the higher ones also. 
Throughout oui history it was a weakening 
factor, and one might |K'rhaps say that 
along with the growth of the rigiility in 
the caste system, grew rigidity of mind and 
the ereati ve energy of the race faded away.” 
Again, Nehru (1961:46) said: “Take our 
peasant; it is a matter of amazement and 
shame to me that any peasant should 
go about tiKlay with a plough which was 
used in Vedic times There has been no 
change since then. It should have Ixeii a 
mu.seum piece; yet the fact is, it is there. 
It astonishes me.” 

It astonishes us all. No wonder, per 
capitaoutput in India has remained stagnant 
for as many as 2,285 years between .H2() 
BC and 1965 AI). No less interesting, the 
so-called Ishikuwa (1967) curve is louiid 
to prevail in India as recently as 1970 82. 
farm si/e and yield of land arc locked in 
a rectangular parabola - they vary so as 
to keep the output per farm eoiisianl |l ail 
1988:.'14 .35. 250 51, 199X1-1 17) 

Here is a picture of a milleiinia-old 
stagnant economy where even today 
(leasanls toil exactly as iliey did in antiquity. 
As if time has stopped for over .3,0(K) 
years The caste system bears a large part 
of responsibility for this tragedy. We have 
seen that ea.stc is a function of ecology and 
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politics. Jt creates and reinforces back- 
wardne.s.s. and thereby perpetuates itself. 

How in this vicious circle to be over¬ 
turned? Rapid and sustained technological 
change, if somehow introduced, can 
possibly frustrate the existing caste classi- 
Tication in a full employment economy. 
Mu.ss education and democracy can 
accelerate people’s political conscious¬ 
ness. All this together can possibly break 
the caste .system and pave the way for 
economic, social, and political develop¬ 
ment. A census of caste at this stage would 
hardly contribute anything to this agenda 

Fivery year since 1990 the UNDP 
publishes Human PeveUipment Report for 
its over 17n-member nations. Ainartya 
Sen’s theory of well-being and iidvuntage 
has laid the intellectual foundation of this 
project.^ Caste in India docs affect human 
development.*' Maybe, then, there is some¬ 
thing in Sen’s theory and in the UNDP's 
annual rc|iort.s that may he germane to the 
subject under consideration here. 

UNDP (1990:10-11) says; "Human 
development is a process of enlarging 
people’s choices. The most critical ones 
arc to lead a long and healthy life, to he 
educated and to enjoy a decent standard 
of living”, "'riie lerm human develop¬ 
ment...denotes both ihe/^rom'.TOl widen¬ 
ing people’s choices and the level of their 
achieved well-being. It also helps to 
distinguish clearly F^tween two sides of 
human development. One is the formation 
of human cupahiliiius, such as improved 
health and know ledge. The other is the use 
that people make of their acquired cap¬ 
abilities, for work or leisure” (cinpliusis 
in the original). This .sounds unmistakably 
and uniquely vintage Amartva Sen j.sec 
Sen 198.^:74-80, csjK-cially Table A 1], 
which is bused on his licnnipman Lecture 
ai the Umvcrsiiy of Amsterdam in April 
I9S2. Sen articulated this line of thinking 
earlier in The Tanner Ixclure on IFuman 
Values at Stanford Llnivcraity, Mav 22, 
1979, ‘FApiality of Whaf.” 

Uconoinics has precious little to say 
aboutsociuldi.scriminalion I Amsw 1998|. 
For so long economists have talked mostly 
about .some limited version.s of ‘well- 
being’. It IS .Sen who lirings advantage’ 
to a pivotal place.”^' ’I'liis is very relevant 
here. “The distiiute thiown into beggary, 
the vulnerable landless labourer 
precariously surviving at the edge of 
subsistence, the overworked domestic 
serv.int working round the eluck, the 
subdued .iiid subjugated luuisewile 
recoiieilcd to her role and her laie,” Sen 
(1985:21) told his Amsterdam audienee. 
"all tend to come to terms with their 
rc.siiecti VC predicaments. The depri vat ions 


are suppressed and muffled in the scale 
of utilitics...by the necessity of endurance 
in uneventful survival.” It is important to 
be cureful, in this context,” he remainded 
them, “not to define ‘opportunity’ in the 
limited way in which it is often defined, 
c g, whether tlie doors of a school are 
formally open to John (and not witether 
John can financially afford to go through 
those doors), or going further - whether 
John can attend a certain school (hut not 
whether John has the real opportunity of 
using the facilities there, given hisphysical 
or mental handicap. A more plausible view 
of advantage, has to be sought. Advantage 
may well be seen as a ‘freedom’ type 
notion, but the concept of freedom has to 
he even-handed” (Sen 1985:5-6|." 

UNDP then priK’ccds to construct an 
index of a country's human development, 
in two steps. The first step is to define an 
index of development that a coninry has 
achieved in each of the ihice focal 
varial)lc.s: life expectancy (x |), educational 
ultainment (X 2 ) and 'adju.stcd'real GDP 
per capita (x^).'^ A maximum and a 
minimum value is found for each of the 
three variables, given the actual values for 
sample countries. The measures places a 
country in the range of zero to one as 
defined by the differences between the 
maxi mum and the minimum. In other 
words, for a given country, an index for 
individual variable i is computed hy the 
general formula (i = 1,2,3): 

lndeX| - (Actual Xj value - Minimum 
X, valuu]/[Maximuin Xj value - Minimum 
X, value). 

The denominator measures the longest 
distance among any pair of countries in 
the .sample, while the numerator shows the 
part of that distance which this particular 
country has already travelled. 1'hc ratio is 
the development index for variable i, for 
a given country. 

The second step is to calculate a simple 
average of the life expectancy index, 
educational attainment index, and the 
udju.stcd real jicr capita GDP index, for 
a given country. Tlic average is u simple 
sum of the three indices, divided by three. 
The a .ferage iscallcd the HDI of the country 
under reference, and justified under the 
Borda rule.*^ 

The HDI -'as received more than a fair 
share of criticism [sec, for example, 
I5asgupia 1993:77-78, 109-28. Sirccten 
1994, Srinivasan 19941, and its com¬ 
pulation has been modified to meet some 
of the icscrvations expressed bv critics 
(UNDP 1993:104-114: see also Anand 
itiKi .Sen 19921 Put the rationale of the 
index itself remains limily based on Sen’s 
theory of well-being and advantage. 


Fiourc 3: Cast Basis Eshmatsd by 
V lU.AQE-I.EVEL HDI 


Human development Index 



The HDI has led to formation of .several 
other very useful concepts like the Gender- 
'ciated Development Index (GDI), and the 
< iendcr Empowerment Meitsure (GEM) 
that capture prevailing bias in siKicty. “It 
is now po.s.sible to construct comparable 
HDIs over time to monitor progress, and 
to disaggregate the HDI by geographical 
region, ethnic group, income level and 
gender" [UNDP 1995:12], This gives us 
a window. No index has yet been computed 
to measure caste bias, even though it is 
at the root of severe inequality in India. 
Now we have a tool that can possibly be 
used even in the absence of caslewise data. 
For that we need a hypothesis, an 
assumption, as follows: A village consists 
of a group of persons, most of whom 
belong to a very small number of castes 
(maybe two or three) that are contiguous 
in caste hierarchy. Granted this, u village 
is a working surrogate for a small range 
of adjacent castes. This .seems quite true 
in fuel. In the name of their dear life, if 
for nothing el.se. outca.stcs and low castes 
tend to cluster in villages of their own. A 
‘complete’. ‘(Jerl'ccl’ ordering of the people 
of India by caste is nearly impossible fRoy 
Burman 1998: Shah I998J. We can now 
add that, under our hypothesis, it may even 
be unnecessary for the purpose of planning 
for human development. Computation of 
HDI by village can do. 

To see the correspondent between the 
‘true’ ca.ste bias in HDI, computed with 
caslewise data, and the ‘estimated’ cast 
bias by the village-level HDI, consider 
Figure 3. Suppose there are a large number 
of castes (including outcastes) with one 
person in each. Population is arranged in 
ascending order of caste hierarchy in the 
horizontal axis. Upward sloping OTC is 
the ’true' HDI line by caste. TTie sharp turn 
at T in Figure 3 corresponds to the break 
above point V in Figure 2. The vertical 
distance between BC and OTC is the ‘true’ 
measure of caste bias. Alternatively, we 
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arrange the villages in ascending order of 
HDl in the horizontal axis. Now, OVC is 
the line of villagewise HDL Since OVC 
uses grouped data it will be above OTC. 
The vertical distance between BC and 
OVC measures a bias, this lime by village. 
If our assumption about the mapping 
between village population and caste is 
valid, then, line OVC can be taken as an 
approximate indicator of caste bias. In 
.short, OTC is impossible to trace, but 
OVC is computable; and the latter is good 
enough for planning to redress caste bias. 

Human development entails a double 
task: reduction of inequality among 
individuals, and raising the peak level of 
achievement over time. The HDl can be 
modified to fit the second cocern by 
substituting a ‘Target x^ value’ in the place 
of ‘Maximum Xj value’ in the denominator 
of the general formula for an index given 
above. The resulting index then would be 
a measure of human development achieved 
relative to a pre-set target. We can then 
strive for higher targets over time as well 
as closing the gap among individuals. The 
sharpest weapon against casteism is 
universal human development. 

CoNci.uuiNO Rhmarks 

To sum up, this paper concludes, first, 
caste is not a natural or divine category, 
evidently, it varies with ecology and politics 
of the region. Second, caste began as a 
hard line to segregate the non-Aryans. 
Third, nowhere else in the world, unlike 
in India, did the incoming group about to 
spread its rule on a land have a relatively 
primitive inode of production and hence 
needed the co-operation of the subjects 
who were far more advanced. So there was 
ca.ste nowhere else. Fourth, no, caste was 
not the only possible way to face the 
Aryans’ basic economic problem of the 
day. If slavery and .serfdom were not easy 
to clamp, the Aryans could have taken 
at least two other routes beside caste: 
(a) labour-saving technology, and (b)extra- 
ction of ‘absolute rent’ in a market by 
regulating land supply. Fifth, the caste 
system with its contempt for labour and 
disinclination to innovation bred economic 
stagnation, which, in turn, leinforccd it. 
Sixth, the surest way to break the grip of 
caste is to have rapid economic growth 
with full employment and fast techno¬ 
logical change - the ever increasing 
demand fur new skill and creation of 
occupations will then confuse the caste 
list leading to its disappearance. Seventh, 
given the assumption that a vi llagc consists 
of population, the vast majority of whom 
belong to a narrow range of castes in the 
scale of hierarchy, a village may be con¬ 


sidered a working proxy for a small group 
of adjacent castes. After all, for their dear 
life, if for nothing cl.se, uutcastes and low 
castes do cluster in villages of their own. 
If so, villagewise data would largely reflect 
castewi,se distribution. The HDl requires 
information about educational attainment, 
health, and income. As in the case of a 
nation, village-level HDl can be used to 
initiate and sustain human development 
that eliminates caste bias and possibly 
caste itself. 

During the colonial period the Census 
of India used to mark castes and count the 
numbers in each. The practice was given 
up after independence except in the case 
of scheduled ca.stcs and .scheduled tribes. 
Whatever caste data arc necessary for 
complying with the provision of the Con¬ 
stitution have to be collected. But census 
is not the only po.s.sihle instrument for that. 
If selected sampling is adequate that may 
be far better than census (Roy Uunnan 
1998|. Furthermore, we must not forget 
that the Constitution of India envisages 
a castcless society, and that no work has 
yet been done to do away with castes 
altogether. 

“Caste has nothing to do with religion”, 
Mahatma Gandhi liad said. “It is harmful 
both to spiritual and national growth". As 
early as November 24, 1927, Gandhiji 
declared in y^tiwi; IikIUi: “Down with the 
monster of caste that masquerades in the 
guise of Varna” Icitcd in Myrdal 19()8: 
107 and 7.% |. Now. even though the ground 
under varna, colour, has melted away, the 
evil spirit of caste, presently in the form 
of pseudo-Aryan chauvinism, is stronger 
than ever before in practically every walk 
of life. Will the political parties declare 
in one voice that they would work towards 
eliminating caste completely in the 
foreseeable future, and faithfully follow 
up with concrete actions in right earnest? 
I'hc Constitution of India so enjoins. 

Notes 

I 1'hcrc are three e(X)chs in tite pcrindisatinn ol 
Engels; savagery. Iiurtnirism, and civilisaiion. 
Savagery and barhari..ni, in turn, have three 
stages: lower, middle, and upper. In the east 
the middle stage orbaiharism began with the 
domestication of aninial.s, and the upper .stage 
with hie Miielling nl' iron nrc. In the upper 
stage of barbarism wc encounter for the first 
time the iron ploughshare drawn by cattle. “In 
the poems of Homer particularly the Iliad. 
we find the upper stage of barbarism at its 
zenith". This stage pas.scs into civilisaiion 
through ins'ciilion of alphabetic writing and 
its utilisation for literary records. In the 
dermilion of bngets (1891 ;322), "civilisation 
is tliat stage of development of society at 
which division of labour, the resulting ex¬ 
change between individuals, and commodity 
production, which combines the two, reach 


their complele unfoklment and revolutionise 
the whole hitherto existing society." 

Historians oticn use two criteria to identify 
civilisation; and literacy. But there are 
contnwersies. Braudet (I‘)9.^;2t7-I8). for 
instance. disiingui.shes as many as three Indian 
civilisations since 141X1 III.', namely, tlie Vedic 
civilisation (1400 BC to the seventh century 
AD), a medieval Hindu civilisation that 
replaced the pn-dcccxsor until the l.tih century, 
and an Islamic-Hindu civilisation (l.tth to 
18ili ceniuries) which "was replaced by Britain 
from I8ih century onwards". 

2 lingcls (1891) is referring licrc to two races 
- the Aryans in India, ami the Seiiiilcs on the 
banks of Euphrates and 1'igris. 

,t Strayer el al (1%!. 172) describe thus: “The 
caste system perhaps started as a means of 
preserving the distinction between the 
conquering Aryans and the subjugated 
lyriividiims |iiativc Indinnsj. 'I’hc Dnividians 
were shorter and daikci than the Aryans, so 
they could at lirst be easily dtslinguished from 
the ruling group. 'Hicy were given the dirtiest 
jobs, so the conqiiciors had giHHl leason to 
remain nltxif Irom them." 

According to Wiillbanket al (l%.^ (»7): “At 
first the Aryans refciied contcmpliiously to 
lltc |icoplc they conqiieicd us Husyii |dasu|. 
or slaves, because of llieir dilleretil physical 
type .Hid colour .ind because of their religious 
conduct, which scciiK'd .strange and damnable 
to lltc Aryans. (11ic Dasyiil were enslaved by 
lltc invadeis and relegated to lltc bottom rung 
of the siK'io-economic ladder.. |T|he invading 
Aryans ultimately borrowed many customs 
and ideas trqut ihctr conquered peoples, 
including their system of land tenure and 
tuxalion and their village cominunily. That 
native Indian languages inl'liiciiccd the 
devehtpmcnl of classic Sunskiil is deal... 

In the proce.ss of subjugating and settling 
among htc dark-skinned natives, the Indo- 
Aryans lealiscd that they would he uhsoilxMl 
racially unless they took steps to prohibit 
intennarriage. Class division now took on a 
new pur|X)sc ~ tlial of pieserving the piiiily 
of race. 'Htis concept is intrinsic in the .Sanskrit 
word for class, varna. which means 'colour'. 
(It was translated later by l*ortugtic.sc truvcilcrx 
us easla, troiii laitin casfus, nieiiiiing 'pure') 
...|W)hilc the earliest caste division sc|xirated 
the Indo-Aryans fitimtiiedark-skinned natives, 
caste later involved six'ial stnitdicalii >ii. within 
the Aryan group ilsclf." 

4 How such an ineqililinis institution as caste 
came into loree and siisiuincd ihioiigh the 
millennia 'has puzzled countless historian, 
anlhrapulogists, stx;iologis(s, |xililiral .slicii- 
tists, and economists' |Kuran 19X7; fifi2| 
Machiavcili (1514) tells us- “Man nearly 
always follow the tracks made by ixtieis and 
proceed in thcii affairs by imit.ttioii''. Once 
a practice gets started and iiiiis loi ,i while 
the word gels around. Inloimation being an 
expensive item, imitalioii ap|x-.-irs nioie con¬ 
venient |l)tkhchand<im et .il. 1992, I99K; 
i)c Vany and Walls 199f-|. How conventions 
can become norms w-as (irsi csplaincd by 
David Dume (174(1. Hk \ pan 2. sec l -.t); 
sec also llayck (19XK) and Siigdcn (19X9) 
Hiinx.* argues dial lulcs ,-iic conventions that 
evolve sponlaiiconsly; il wc arc tocxplain why 
these rules lake the ixirlicular forms they do. 
we must liKik to 'the imagination' iiillicr lliaii 
to 'icason .aid public interest'. 

Koran's (19X7) theory of prclcrericc lalsi- 
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fiuatiun explains how casie could sustain itself 
even in a democratic polity. Alternatively, the 
persistence of caste can be inter|>reted in terms 
of the theory of path dependence (Arthur 
1994; David 1985J. Voters and their leaders 
ill parliamciitaiy demix-racy, according to this 
approach, may appear perfectly ‘free to 
choose'. Their behaviour, nevertheless, is 
moulded by events long forgotten :uid shaped 
hy circumstances in which neither they nor 
their intcie.sts figured. Like the great men of 
whom Tolstoy wrote in War and Peace (Book 
ix, eh I): “[e|very action of theirs, that seems 
to them an act ol their free will, is in an 
historical scn-sc not free at all. but in bondage 
to tlic whole course of previous historyte". So 
appropriate it is in our context. 

5 lari (1988. 1998). following Akcrioi (1976). 
has an c.ssentially netwlassical theory of caste. 
He asserts that tlierc was scarcity of labour 
in farms, and that the caste system provided 
a subtle and enduring answer to the Aryans' 
need for maintaining agricultural labour 
supply. Caste was an institution of de¬ 
centralised allocation of labour to farms, which 
did not call for any overall and larger political 
authority to oversee. It conlirmed that any 
attempt by .shudras to start new .settlements 
of their own outside the Aryans' map would 
be frustrated. The division of labour by eastc 
was efficient; its enforcement was effected by 
ostracism. 

Elsewhere |Sau 1999] I have shown .severe 
limitations of [.al's theory. Suffice it to say 
here, the first postulate of Lai - then: was 
scarcity of labour - is contrary to facts. The 
si/c of the native population was far in excess 
of the iwwioincrs. Having learnt the technique 
of going down liic food chain - securing 
su.slenancc fruiii plants ■ they could multiply 
faster thtin the Aryans who were subject to 
the constraint of a i datively inelastic supply 
of meat and milk. In any case, if there were 
labour shortage it must have liecn created by 
ca.stc system itself by prohibiting the Aryans 
from cultivation. Caste codes drastically cm 
the participation rate of labour. 

Basti (1986) has mistakenly rediscovered 
'internal consistency' in Akerlof'scaslc equili¬ 
brium. He takes a pure exchange model, while 
Akcrlof docs consider production. It can be 
shown that once production is introduced the 
Akcrlof niixlcl requires fixed labour-cocni- 
ciettts; but there is no mechanism in the model 
to bring about full employment of labour with 
fixed ratios among occupations, unless human 
pnrcieation is assumed to be functionally and 
appropriately related to caste |Sbu 19^). 

lire Akerlof production function is: q = ax 
+ a' x', where q is output of the fmn. x vaishya 
labour, x' shudra labour, and a and a' their 
mrginal prnduclivilics. Wages of vaishya and 
shudra arc w and w' respectively (Lai 1988:41 ]. 
Let the firm pay tax I to the 'wicked king' 
orBasu(1986). &,q=ax+a'x' = wx+w’x’+l. 
It follows that x/x' = l(w'-a')n/x'l/(a-w), or 
equivalently, x7x = ((w -a)+t/xl/(a'-w'). Tire 
mixlel docs not admit a s w, and a' = w'. Given 
a, a' w. w', aiul t as parameters, the ratio of 
vaishya and shudra lalrour is fixed. Akerloi, 
Basu and L.al have nothing to ensure the 
attainment of that fixed ratio. 

At another level, the theory of 'caste 
equilibrium' as formulated by Akcrlof, Basu. 
and Lai is a good candidate to attract the 
critit|ur that Amartya Sen (1985:18-22) has 
ditcf^d against the classical utility theory m 
a a^d with, among others, "the destitute 


thrown into beggary, the vulnerable labourer 
precariously surviving at the edge of sub- 
si.stcnce. the overworked domestic servant 
working round the clock". While by no means 
these three authors condone cosleism, and are 
sometimes explicit about their abhorrence to 
it. they do misconttlrlie its stnicture by painting 
it as a model of optimising equilibrium. Their 
model is misleading, to say the least. 

6 According to Huntington (19%; 169), a ‘mirror 
tc.st* is used to identify a Chinese; “Go look 
in the mirror”, is the admonition of Beijing- 
oriented Chinese to tho.se of of Chinese descent 
who arc trying to assimilate into foreign 
country. Chinese arc those of the same ‘race, 
blood, and culture', they claim. 

Will the Indians with pseudo-Caucasus 
vanity like to try a 'mirror test'? 

7 Egypt and China bear comparison with India. 
To ^gin with, the two kingdoms known as 
Upper and Lower Egypt were united under 
one rule in 3I(X) BC which marks the end of 
the Predynastic period; and from that time on 
Egypt almost always formed a single political 
and economic unit, ruled by the indigenous 
kings and inhabited by the indigenous people. 
On a few occasions did the weak rulers allow 
the country to fall apart, but each lime a new 
dynasty rc.srorcd unity. Once established the 


SAMEEKSHA TRUST BOOKS 


348 pages Rs 350 

Availsbic from 


main features of Egyptian society changed 
very little during the 3.000 years which fol¬ 
lowed. A centralised govenunent served by 
many agents controlled both the political and 
economic life of the country. There was no 
caste in Egypt. 

About 1900 BC Egypt was beset by a series 
of invasions. About 1800 BC the Hyksos, a 
group of nomads who came into the Nile 
valley through the Sinai desert occupied Egypt 
but did not destroy the civilisation of the land 
they conquered. They were disploced by a 
native dynasty by about 1580 BC. 

Egypt passed under Persian rule in 525 BC: 
2(X) yeais taler it came within the domain of 
Alexander the Great. (3reek rule marked the 
end of the 30 Egyptian dynasties which hod 
existed for 3,000 years. 

In China its civilisation arose and developed 
for centuries almost completely isolaged from 
outsiders by the oceans, deserts, and moun¬ 
tains. China has long been more homogeneous 
potiiically, racially, and culturally than other 
areas of comparable size. 

The r^rst dynasty of China, known as Shang, 
began about 1500 BC - let us recall, it was 
about the time the Aryans were entering India. 
The Shang dynasty was replaced by a warlike 
power, Chou, of the .same region in 1027 BC. 
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The Chou dynasty’s unrivalled length of lime 
upon the throne amounted to nearly eight 
centuries ending in 256 BC, when the Chou 
niler was ovenhiown by the ruler of Ch’in, 
the most aggressive of the contending states 
in China. All these rulers and the subjects 
were mostly the local peoples of China. There 
was no caste in China (Stryer et al 1961, 
Walibank et al. 1965]. In sharp contra.st, the 
tribes who would rule India since 1500 BC 
came from outside with a relatively backward 
mode of production and culture. They could 
not afford to make slaves or serfs out of the 
defeated natives of India. The ca.sie system 
took shape as an intermediate arrangement 
that lay between harsh rule of force and social 
assimilation. 

Europe's history is, no doubt, replete with 
episodes of hordes of barbarians galloping 
down the steppes to lay cities after cities in 
ruins, and then getting absorbed in the newly 
conquered land. In this respect India has greater 
afliniiy with Europe than with China or Egypt. 
But in Europe the racial cleavage was not as 
glaring as in India. So there was caste in India, 
but not in Europe. 

The UNDP in its Human Development Hepon 
duly acknowicages the contributions of others 
to this project 

Cf “One recent survey in easicni Uttar Pradesh, 
for in.siance, finds that as many as two-thirds 
of the headmen in 82 surveyed villages 
belonged to the thakur ca.sle - the iniditional 
landowning upper caste in the region, notorious 
for oppressive subjugation of the lowercastcs” 
[Oreze and Sen 1995; 10Sn-106n]. “In Uttar 
Pradesh, for instance, it is possible to find 
villages where a powerful landlord has actively 
opposed the creation of a village school" [ Dreze 
and Sen 1995; I07|. 

“Distinctions of ca.ste...have influence of 
their own, despite being frequently correlated 
with class. Race or ca.ste can be a factor with 
far-reaching influence on many a.spects of 
day-to-day living-varying from securing em¬ 
ployment and receiving medical attention to 
being fairly Ireaied by police" (Sen 1992; 122]. 

“In politicid debates that raged in India 
through 1990 on the proposal of the then 
prime minister V P Singh that more than half 
the influential jobs in civil service be reserved 
for mciiibers of lower castes and other dis¬ 
advantaged groups (the dispute was crucial 
to V P Singh's eventual loss of parliamentary 
majority and the fall of his government), the 
presumed efficiency advantage of selection 
through open competition was severely ques- 
doned” (Sen 1992; 147]. 

Tapas Majumdar (1998) has written a most 
elegant and perceptive citadon of Amanya 
Sen's contributions to this and related areas. 
These ideas arc further developed in Sen 
(1992). However, for the matter under con¬ 
sideration here Sen (1985) has a sharper 
formutadon. 

Initially-the adjustment was done by taking 
logarithm of GDP per capita. Since 1992 the 
Atkinson formula of utility is being used, and 
the GDP is measured in terms of purchasing- 
power-pariiy-dollar (PPP$). 

Named after the 18th century French mathe¬ 
matician Jeans Charles de Borda, the Borda 
rule gives a method of rank-scoring. The 
procedure is to award each alternative (here, 
a country) a point equal to its rank in each 
criterion of ranking (here, the criteria being 
life expectancy, educational attainment, and 


adjust^ real GDP per capita), add each alter¬ 
native's scores to obtain its aggregate score, 
and then rank alternatives (here, countries) on 
the basis of their aggregate scores. To illustrate, 
suppose a country has ranks a, b. c. respectively 
for three criteria; the Borda score is (a+b+c). 
Dividing (a+b+c) by 3 is only to normalise 
the measure. The rule invariably yields a 
complete ordering of alternatives. It can be 
viewed as a social well-being function, since 
the criteria cun be thought of as ‘voters'. Of 
Arrow's classic axioms cm .social choice, the 
Borda rule violates the one concerning the 
independence of irrclcvcnl altermilivc.s 
(Dasgupta 1993; 109-11], 

14 There is a mathematical pnihlcm here. The 
number of villages is smaller than the size of 
the population. Ixl x he an individual person, 
y a village, and li the human development 
index. We have h=1( x). and h - g( y). which arc 
single-valued functions us shown in Figure 2. 
Therefore. f(x) = g(j), which may he written 
as y s F(x). Contrary to what Figure 2 implies, 
F(.) is not a single-valia'd function in fact, for 
a village has more than one person. To remind 
us this problem CIVC is drawn as a broken 
line. 
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Eliminatin g Severe Malnutrition in Orissa 

Profile of a Campaign 

Satlsh B Agnibotri 

On 14th November 1998, the government of Orissa launched a time-bound campaign to eradicate severe 
malnutrition from among the children Jtelow the age of six years, largely through the ICDS machinery. 
Uy October 2001. This .seemingly ambitious campaign appears to be quite feasible once the incidence of 
severe malnutrition is studied in a disaggregated manner. This paper outlines the campaign and some of 
the encouraging trends that have emerged from the field. 


I 

A TIMK-BOUND campaign aimed at 
removing severe malnutrition from among 
the cliiklrcn below six years of age was 
launched in Orissa on the November 14, 

1 The campaign was to be carried out 
in all the ICDS projects of the state; 
currently covering 279 projects out of the 
326 projects in all. The remaining 47 
projects arc due to Iwonie operational 
within 1999 making ICDS universal in the 
state. The goal of removing severe 
malnutrition is expected to be achieved by 
CX'tobcr 2. 2(X)1. 

Oris.sa is one of the less developed slates 
in the country with high infant mortality 
rate tIMR). and high incidence of mal¬ 
nutrition among its chiKIren. Nevertheless, 
there has been a significant reduction in 
the IMR; between 1990 (122) and 1997 
(96). A similar achievement hits, however, 
not been made in reducing the incidence 
of malnutrition; even today 65 per cent or 
nearly two-thirdsofthc children face some 
form of malnutrition or other. While the 
overall incidence of malnutrition is daun¬ 
ting. a different picture emerges if the data 
are disaggregated by different levels of 
mninourishineni. 

An analysis of the malnutrition profile 
of the population below' six years of age 
in 252 ICDS projects for January 1999, 
reveals that the incidence of severe mal¬ 
nutrition ranges between 1 to 6 per cent 
of the total child population with a mean 
of 2.06 per cent. Of these, the number of 
children in the more severe category i e. 
Grade IV is much smaller, i c. 0.22 per 
cent for all the pmjccts combined. Fuilhcr, 
the incidence of severe malmilrition is 
much higher among the children in the 
0-3 years age group than among the 
children in the 4-6 years age gamp. 

In sheer numerical terms il means that 
the number of severely malnourished 
chililren per anganwadi worker is small, 
typically up to four to six children at any 
given point in time. There dims not seem 
to be any reason then, as to why these 


children can not be made a subject of 
specific and .sharp focus and their 
malnutrition level cannot be brought up 
at least to moderate levels (Grade II) of 
malnourishment. This was the basic 
starting point in design of the entire 
campaign. 

Nutritional status of the chiliiicn is 
routinely documented in the ICD.S projects. 
'I'his report is based on the weight for age 
of different children.' .Such data were 
available for about 229 blocLs in the slate, 
separately for the 0-3 and 4-6 age groups. 
Although the.sc covered a span of about 
48 months, these were never analysed 
.seriously. The rca.son advanced for not 
analysing these was that the data were 
‘unreliable*. That such large-scale data, 
even if randomly 'unreliable', could allow 
one to draw statistically robust inferences 
was overlooked. 

One of the methods of drawing such 
robu.st inferences was to map the incidence 
of malnutrition spatially. .Such mapping 
woidd reveal contiguous areas where 
incidence of malnutrition is high, mcxlcrate 
or low. I have fruitfully utilised such 
technique elsewhere [.Agnihoiri 1996] in 
the analysis of regional sex ratio patterns 
in the country with the district as a unit. 

In the pre.sent instance, the ICDS project 
area or the block was taken as the 
approprialc spatial unit. The district would 
be U)u large a spatial unit and would conceal 
differences within its boundary. A .set of 
six maps is presented below. These present 
the incidence of moderate and severe 
malnutrition together as percentage of the 
total children weighed. Map I indicates 
levels of severe and moderate malnutrition 
among the hildren in 0-3 years age group 
in the 229 blocks. The data pertain to the 
month of February 1998. Three types of 
contiguous clusters of bUmks can be 
noticed; one where the incidence is above 
31 per cent, the .second where it ranges 
between 20 per cent to 31 per cent and 
the third where it is below 20 per cent. 
These cut-off levels have been fixed on 
the basis of contiguity and do not have any 


analytical base. The areas yet to be covered 
by the 1CD.S .scheme are shown .separately. 

Map 2 gives similar information in 
respect of the 4-6 years age group. The 
widely known ‘fact’ that this incidence is 
much lower among the 4-6 year age group 
than within the 0-3 year age group, is 
strikingly andquantitativciy .substantiated 
here. The first zone .shrinks considerably, 
the intermediate zone widens and patches 
of low incidence (less than 20 per cent)' 
emerge. But the relevant point for the 
policy is the very existence of high 
incidence (above 31 per cent) in this age 
group. These blocks deserve an attention 
on a priority basis. 

Map 3a and 3b provide corresponding 
data for the month of June 1997. These 
substantiate another qualitatively known 
pattern - seasonality in the incidence of 
malnutrition. June is a lean month, February 
is not. It is not surprising, therefore, that 
the ‘high incidence* zone expands in June 
and shrinks in February. Ibe pattern of 
seasonal fluctuation in levels of mal¬ 
nutrition can be analysed over 52 months 
for every block. Such an analysis is 
proposed to be completed soon. 

How about severe malnutrition? Map 4 
gives the data fur the incidence of severe 
malnutrition for February, 1998. The range 
for the ‘high incidence zone* is fixed at 
6 per cent and above, intermediate zone 
between 2 to 4 per cent and less than 2 
per cent for the low incidence zone. While 
this is fine for the 0-3 years age group, 
assigning the same range for the 4-6 years 
age group can give an erroneous picture. 
Map 5 substantiates this. A cut-off level 
of 2 per cent for the low incidence zone 
is too high for this group. This map is 
included on purpose to show how a 
mechanical range selection can tender the 
analysis awry. 

Participatoiy discussions at the field level 
revealed various qualitative aspects of the 
problem. Removal of malnutrition has three 
dimensions; supplementary nutrition, 
health care and the socio-economic 
situation of the family. A child may not 
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be getting adequate nutrition and would, 
therefore, need supplementary nutrition. 
Another child may be getting adequate 
nutrition, but may suffering from hook¬ 
worm infestation and need de-worming. 
Yet another child may get the supple¬ 
mentary nutrition at the anganwadi centre, 
but may not have adequate food at home. 

Tackling the problem of malnutrition 
would, therefore, need a multi-sectoral 
approach. Various components of different 
schemes should both del i ver and converge. 
Often these do not. The children in the 
Grade III and IV are indicators of both 
these failures; the systemic failures and 
the failure of convergence. The mothers 
of these children may have missed out on 
the TT immunisation, the children may not 
be attending the anganwadi centre 
regularly, may need health check up or 
may have missed their immunisation. 

Today, the ICDS programme is able to 
intervene on the immunisation and the 
supplementary nuti ition front. But it is not 
effectively geared to address the issue of 
economic empowerment of the mothers. 
If the schemes of promoting women’s 
self-help group for income generation acti¬ 
vities are brought under its fold, it could 
also intervene effectively on this score. 
This has already been ensured in Orissa, 
by bringing ail the income generating 
activities among women’s groups under 
the fold of the W and CD department 

Even if such a convergence of schemes 
were designed, there are a number of items 
where the AWW has to take a quick local 
decision and implement it in the interest 
of improving the nutritional .status of the 
child. This could be about de-worming a 
child, about changing a few broken tiles 


of the roof of the AW centre before the 
rains or to have a soak pit in a hamlet to 
prevent the frequent recurrence of malaria. 
The anganwadi worker lacks both authority 
to take such decision and the resources to 
implement these decisions. This was 
identified as the weakest link in the chain. 
It was necessary, therefore, to provide the 
anganwadi worker with the decision 
making power and .some matching 
rc.sources to implement such decision. In 
turn she would have the responsibility to 
deliver the output - removal of severe 
malnutrition from within her centre. After 
considerable amount of field level 
discussions it turned out that in most of 
the cases an annual contingency of 
Rs 1,000 would be adequate for an 
anganwadi worker in tackling most of the 
locale specific problems not covered under 
regular schemes. 

By focusing on the children in Grade 
III and IV malnutrition, we essentially 
identify and remedy the sy.scem failure and 
the convergence failure. The foremost task 
in this regard was to ensure complete, 
regular and correct weighment of all the 
children in the 0-6 age group. White this 
has been prescribed in the AWW’s job- 
chart it had not lecei ved adequate emphasis. 
As a first step of the campaign this was 
emphasised. Apart from the anganwadi 
worker, each ICDS supervisor was given 
the responsibility of gettingthis weighment 
done in her presence once in a quarter. 
This would ensure, besides quarterly 
control on weighment, the supervisor's 
visits to each centre at least quarterly. 
Earlier there were anganwadi centres where 
the supervisor did not pay a visit even once 
a year. 


Apart from weighment, the supervisor 
was made specifically responsible for 
monitoring the incidence of Grade III and 
Grade IV in her sector. A supervisor’s 
sector consists of eight to ten anganwadi 
centres. She was, therefore, asked to main¬ 
tain a register of all the severely malnouri¬ 
shed children and record her efforts made 
in improving the status of these children. 
Likewise, the CDPOs have been made 
specifically re.sponsible for all the children 
in Grade IV in her project area and to 
maintain a register of such children and 
document the remedial interventions made. 

Such a shift from the input side 
monitoring to an output side monitoring 
is a qualitative shift. One is no longer 
bothered about the number of days the 
CDPO has toured, nor whether the 
supervisor had ensured timely delivery of 
the food under the SNP or attended the 
immunisation day at the AW ccnire and 
the like. The bottom line shifts to what 
action she has taken to eliminate the severe 
malnutrition and the results that follow. 

CONVEkOliNCH III' HhALTII AND ICDS 
PKlXiKAMMILS 

One of the frequent complaints heard 
in the field is the lack of co-ordination 
between the health department and the 
ICDS functioBuries. This problem was 

TaRI£ 1; PllO|:|OiOFCllll.UIKlOII 
MAIMHIKIStlMliNT 

(Per cent) 


SI Name tif Severely Malnourished 
No Di.slricl Children (0-3 year) May-199V 
Mule Female 


1 Angul 

2.65 

2.98 

2 Balasorc 

2.43 

3.53 

3 Baragarh 

1.91 

2.26 

4 Bhadrak 

1.58 

I..34 

5 Bolungir 

2.78 

3.17 

6 Boudh 

2.51 

3.37 

7 Cuttack 

\.Y1 

2.26 

8 Dcugarh 

2.14 

3.40 

9 Dhcnkanal 

1.14 

2 04 

10 Cajapali 

2.27 

3.17 

11 Ganjam 

I.IO 

2.15 

12 Jagalsinghpur 

1.36 

2.34 

13 Jajpur 

2.44 

3.3(. 

14 Jharsuguda 

1.61 

4.00 

IS Kalahandi 

2.96 

4..35 

16 Kendrapara 

1.65 

2 81 

17 Keonjhar 

1.97 

2.38 

18 Khiirda 

l.9() 

3.56 

19 Koraput 

2.92 

4.01 

20 Malkangiri 

2.89 

).80 

21 Mayurbhanja 

2.33 

4.24 

22 Nawapara 

2.88 

4.93 

23 Nawarangpur 

3.35 

5.01 

24 Nayagarh 

1 83 

3.47 

25 Phulbani 

2 39 

3 33 

26 Puri 

0.76 

1 20 

27 Rayag.-ida 

2.84 

3.77 

28 Samhalpur 

2.33 

4.13 

29 Sonepur 

2.77 

3.19 

30 Sundargarh 

2.23 

4.32 
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MAf 1; Mooeratc and Severe MALNOintisHMENT of 0-3 Years Children in ICDS Proiect Area; 

Orissa, FteRUARV 1998 
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' Not to scale. ** Not to be produced as a legal document. 


Map 2: Moderate and Severe Malnourishment of 3-6 Years Ciiti.nRF>i in ICDS Project Area; 

Ori-ssa, Ffjiruarv 1998 



X Not covered 
under ICDS 

Percentage of 
malnutrition 
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weighed 
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0-20 
20-31 
31-43 


* Not to scale. ** Not to be produced as a legal document. 


overcome when the department of health 
agreed to own up the problem of Grade 
IV malnutrition. In concrete terms it was 
decided lo have a fixed health day in each 
anganwadi centre on similar lines of the 
fixed immunisation day but held separately. 
On this day. the AMM / LHV is to attend 
tocach of the severely malnourished child. 
Further, each ANM, PHC medical officer 
and the CDMO were made specifically 
accountable for the incidence of Grade IV 
in their jurisdiction. This ‘common threat’ 
i e, the number of children in Grade IV 
is uniting the functionaries in the two 
departments and is slowly bringing about 
a convergence which rhetorical cajoling 
would not. On a more positive note, the 
health department also finds this campaign 
helpful in bringing down the IMR. The 
recently conducted pulse Vitamin A 
campaign in the state is a concrete example 
of the emerging convergence. 

Will such a pressure not generate a 
tendency to under-report the incidence of 
severe malnutrition? Yes. it could. But to 
guard against it. we are introducing from 
July 1999 a system of external nutritional 
audit in the concerned area, be it a centre, 
a sector or the entire ICDS project. The 
audit will operate with the same stringency 
as the financial audit with each chi Id being 
a 'live voucher' in temts of weight and 
age. Any misreporting detected by the 
external agency will be seriously followed 
up. Besides, the statistical tools of analysis 
will easily identify regions which arc 
‘outliers'. These could be subjected to 
‘special audit'! Besides, the maintenance 
of a list of all severely malnuuri.shed 
children at the level of the supervisors and 
the Grade IV children with the CDPOs 
would also guard against the tendency of 
under-reporting. Finally, the realisation 
that removal of severe malnutrition is easier 
than fudging of figures and the risks that 
go with it, will gradually sink in and the 
under-reporting will become minimal if 
not removed altogether. 

What would be the resource requirement 
of such an action plan ? The contingency 
paid to each AWW would form a major 
component of this requirement. This has 
been fixed Rs 1,000 pa per AWW after 
field level consultations. Resides this, each 
supervisor was also provided a contingency 
of Rs 1,000 per sector. It is worth noting 
that this amount, typically Rs 1,00,000 or 
above per project is much larger compared 
to the amount of Rs40,000per project pro¬ 
vided for in the World Bank a.ssisted ICDS 
schemes for referral services. More import- 
antljr.'it is to be spent in a more decentralised 
manner and closer to the ground. The other 
major co.st component is accounted for 


by the cost of the weighing scales. 
Fortunately, the UNICEFhas come forward 
to cover this cost completely. Then there 
a massive elemen*. of training of all the 
ICDS and the health functionaries in 
mapping the incidence of severe malnutri¬ 
tion and in making local analysis of the 
problem and working out an action plan. 

lntere.stingly however, the total cost of 
these interventions does not exceed about 
Rs 7 crure p a. This is quite iow compared 
to the costs involved in various physical 
infrastructure projects. Further, there is a 
likely saving to the tune of about Rs 8 crorc 


under the supplemental^ nutritiem pro¬ 
gramme from the fourth year onwards 
through the savings made on the cost of 
the double dose of the supplementary 
nutrition prescribed for the children in 
Grade III and Grade IV. As a result it was 
quite easy to convince the finance depar¬ 
tment to agree to finance this action plan 
from the state plan funds. UNICEF*.s offer 
to fund the campaign in six of the ‘Intensive 
ICDS Districts' made the task easier. Since 
the department did not have to humour any 
other donor agency for funds, significant 
time and energy was saved. 
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Map 3a: Modekatf. and Se\'ere Malnourisnmentop 0-3 Years Children in ICDS Projhct Arka; 

Orissa, June 1997 
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' Ncii to scale. ** Nut to be produced as a legal document. 


Map 3b: Mowratt. and Severi-. Malnourisilment op 3-6 Ylars Citii.DKi:N tN ICDS Proiixt Aar a: 

UKIS.SA, JUNI: 1997 
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Not lo scale. ** Not to be produced a.s a legal document. 


Once the Anance department was 
convinced, the rest, as they say, was history. 
At the political level there was positive 
and prompt support. Remarking that our 
ability to tell the whole world on October 
2, 2001,that we have eliminated severe 
malnutrition among children from the 
entire state, even Kalahandi, will be the 
' proudest social achievement we can boast 
of the thenchiefministergave his approval 
for the project within half an hour. The 
project was formally launched on the 
November 14,1998 with the chief minister 
addressing a meeting of all the CDPOs and 
the district social welfare officers. 

Developments So Far 

While the project was formally launched 
on November 14, a number of steps were 
initiated in July 1998. In the 12 months 
that have followed a number of en¬ 
couraging trends have been noticed in the 
field. Likewise, a number of points of 
concern, which need attention, have also 
emerged. Most of these issues emerged in 
the course of different district level confe¬ 
rences of CDPOs and are di.scussed below. 

One of the more positive developments 
has been in terms of improved growth 
monitoring. The incrca.se in the number 
of children weighed regularly is presented 
in Figure. The steady increase in the 
percentage of children weighed in the 0- 
3 years age group (Pciwi) over last two 
years is discernible. The number of the 
ICDS projects where the weighing is 
regular has gone up from 229 to 252. In 
some of the district c g Sundergarh, for 
example, Pctwi for December 1998, has 
gone up to 96 per cent compared lo 70 
per cent in December 1997. The insistence 
on having the list of all severely mal¬ 
nourished children and the focus on 
them has had positive fall out. In September 
1998 the district of Angul came up with 
the list of all the severely malnourished 
children and attempted a ‘causes of 
malnutrition’ analysis. By December, 
1998 a number of districts have gone 
ahead and done similar analyses pro¬ 
ject by project. In Ganjam district, the 
CDPOs haveeven made achildwise action 
plan. 

The emphasis on removal of severe 
malnutrition has imparted a focus to the 
ICDS activities and a sense of self-esteem 
among its functionaries. The personal 
attention given by the district magistrates 
of many districts, the Sundargarh, Kconjhar 
and Mayurbhanj belt being an example, 
has enthused many a CDPOs to make 
qualitative analysis of the problem, llicir 
efforts have revealed aspects of the problem 
that could not have been envisaged in 


Bhubaneswar or in Delhi. Some of these 
arc highlighted below. 

1 Analysis of the incidence of severe 
malnutrition hy gender. This analysis done 
by .some of the CDPOs has been 
incorporated in the MPRs now. It reveals 
a preponderance of girl children among 
the severely malnourished children. 
Table 1 shows the incidence of severe 
malnutrition by gender in di fferent districts. 
It shows that the campaign to completely 
remove severe malnutrition indirectly helps 
the girl child survive better - a point that 
needs to be emphasised explicitly. Those 
who want to put girl child at the centre 
of the child rights agenda need to follow 
this aspect in more detail. 

2 Severe malnutrition by birth order. A 
surprising initiative taken by .some of the 


CDros was the analysis of the severe 
malnutrition by birth order. This is yet to 
be made part of the routine MPR but 
available trends indicate that higher biith 
order children are mure malnourished. 
While this is how it should be, (here arc 
instances of the first child being severely 
nalnourished. In these cases it is proposed 
to :;*udy each of the cases to ascertain 
systemic causes of the nialnourisliincnt. Ii 
is not out of place to mention that a double 
digit birth order is not so unusual as one 
would have expected ai the close of this 
century. Clearly, many of the rural 
households arc not very iinprc.ssed with 
the small lamily norm. 

3 Malnutrition and ethnicity: The 
incidence of scveie malnutrition differs 
significantly between different ethnic 
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Map 4: Severe Malnourishmemt oe 0-3 Years Children in ICDS Proiect Area: 
Orissa. February 1998 
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' Not to scale. ** Not to be produced as a legal document. 


Mae S: Severe M ALNoimisHMEhrr of 3-6 Years Children in ICDS Proiect Area; 
Orlssa, February 1998 
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’ Not to scale. ** Not to be produced as a legal document. 


groups, especially the scheduled caste and 
the scheduled tribe population. A tentative 
pattern that is emerging is that the .sparsely 
populated cleaner scheduled tribe villages 
do not show a high incidence of severe 
malnutrition even if the population is poor. 
The .scheduled caste population, on the 
other hand, appears to contribute dis¬ 
proportionately to the incidence of severe 
malnutrition. This may be tentatively attri¬ 
buted to the problem of congestion or 
higher population density in their habitat 
and the problems of sanitation. These 
patterns are under further scrutiny. 

4 Focusing m the preventive aspects: 
Average number of severely malnourished 
chi Idren per anganwadi centre is one story. 


the actual incident is yet another. There 
are a number of centres where the number 
of such children was very small, say one 
or two. In some other centres, a little 
attention to the children in Grade III and 
rv and regular administration of supple¬ 
mentary nutrition has improved their 
nutritional status to Grade II. The con¬ 
cerned anganwadi workers were not .sure 
as to what they would do with the 
contingency funds placed with them. It is 
this question which drew the attention of 
everybody on the need to focus on the 
preventive a.spcct of the problem. It is not 
enough to remove severe malnutrition, it 
is also necessary to prevent ‘fresh’ ca.ses. 
These cases have two origins; low birth 


weight of the new bom baby and growth 
faltering of the children in higher 
nutritional grades due to incideiwe of any 
illness. Both aspects need better co¬ 
ordination with die functionaries of the 
health department leading to better 
convergence of services in the field. 
Interestingly, these aspects wete articulated 
by the anganwadi woilcers themselves. 

5 Plurality ofpace and star rating: Data 
at the project levels conceal variations at 
the anganwadi and sector levels. Analysis 
at these levels bring out the need to permit 
plurality of pace and to encourage those 
who can move ahead. There are anganwadi 
workers confident of removing even 
moderate levels of malnutrition. At the 
sector level, there are ICDS supervisors 
who have already planned to eliminate 
severe malnutrition from their sector within 
this year. Such a variable pace of per¬ 
formance has to be tecognis^ and acco¬ 
mmodated. It has therefore, been proposed 
to introduce a star rating system^ for the 
three levels; anganwadi centre, ICDS sector 
and the project. Based on these rating 
incentives like recognition, training outside 
the state or the country, choice in place 
of posting upon transfer, etc can be 
intnxluced. 

6 Convergence with poverty removal 
programmes: An unexpected convergence 
is taking place at the field level. Suggestion 
to include families with severely mal¬ 
nourished children in anti-poverty pro¬ 
grammes like IRDP are emerging from the 
field. Originally, the Wand CD department 
had only thought in terms of such coverage 
under economic activities like DWCRA, 
TMY andRMK. Another suggestion emer¬ 
ging on the basis of the seasonality in 
malnutrition is to step up the wage employ¬ 
ment programmes during the peak mal¬ 
nutrition periods. But this needs further 
analysis. 

Difficulties encountered: A number of 
points of concern also need to be addressed. 
The first set ofsuch point relates to criticism 
that the focus on removal of severe 
malnutrition happening ‘at the cost of 
other objectives of the ICDS programme 
e g pre-school education. It is also hinted 
that this campaign would merely shift the 
malnouri.shcd from the severe category to 
the ‘moderate’ category. 

Such criticism needs to be ignored. The 
ground reality is that the ICDS programme 
tried to chase each of its ‘laudable* 
objective simultaneously, every year, year 
after year. These objectives were not 
prioritised. As a result, the energy and 
resources available were spread too thin 
and none of the objective could be chased 
aggressively. It is necessary to prioritise 
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Toberealistic, known hard cases, eg,children 
suffering from sickle cell anaemia orphysical 
disability, etc, are excluded from the purview 
of this rating. Similar ratings have been intro¬ 


duced for the supervisors. It should be noted 
that the star rating criterion itself is dynamic 
and can be made mure stringent with time 
a.<i the overall performance improves. 


DISCUSSION 


Selectivity and Bias 

Recent Reporting on Sardar Sarovar Project 

OCSah 


these objectives and removal of severe 
malnutrition has to be the top priority. By 
focusing around this objective the capacity 
of the system to delivercouid improve and 
allow the programme to achieve its other 
goals. 

The second, more substantive criticism 
relates to institutionalisation of the cam¬ 
paign. This has been achieved by diffusing 
its ownership at the district level. As a 
result the district administration has started 
taking initiative in a number of districts 
accelerating the pace of the programme 
and making useful policy suggestions. The 
UNICEF is independently monitoring the 
progr^s of the campaign in six ‘intensive 
ICDS districts’ suppoitedby them. Further, 
the NHRC which is monitoring the 
developmental efforts of the state govern¬ 
ment in the KBK (Kalahandi, Bolangir 
and Koraput) region has also taken on 
board the review of this campaign. At the 
state level, a monitoring mechanism is 
being set up where different departments 
arc represented. These efforts will hope¬ 
fully ensure that the campaign does not 
critically depend upon the initiative of one 
department or its secretary. However, the 
success of these efforts will be known only 
in 2001. One is confident, nevertheless, 
that the camprugn will bear fruit. Even if 
it succeeds in half the districts or succeeds 
in reducing the incidence of severe mal¬ 
nutrition by 80 per cent it could set a trend 
which the rest of the country can follow. 

Notes 

[This paper is dedicated lo the memory of my late 
friend Kamal Islam of UNICEF, Calcutta. His 
enthusiasm about this project was almost 
infectious. The author is also thankful to B Nanda 
asst director (Slat) W and CD Department for his 
help in the data analysis and to Prema Rama- 
chandran and SameerChoudhuiy of CINL Calcutta 
for helpful discussions. Usual disclaimers apply.] 

1 Different grades of malnourishment are 
measured on a sveight for age basi.s and are 
categorised as normal (HO per cent and above 
of the expected weight), mild or Grade-I (70 
to 79 percent of the expected weight), moderate 
or Grade U (60 to 69 per cent of the expected 
weight) and severe or Grade III (.W lo 60 per 
cent of the expected weight) and Grade IV (less 
than SO per cent of the expected weight). The 
expected weight for age has been determined 
as per recommendations of the UK academy 
of Pediatrics and accepted by the Indian 
Academy of Pediatrics. 

2 The suu rating for the anganwadi worker is as 
follows: 

1 star * s If 95 per cent or above children are 
weighed on a regular basis. 

2 star ** = If in addition to I star above there 
is no incidence of Grade IV. 

3 star *** s If in addition to star above no 
children are in Grade ill or IV. 

4 Star **** - If with 3 itar there are less than 
five children in Grade n. 


DESPITE .supposed objectivity within 
which social scientists function, it is a fact 
that the knowledge generated and 
disseminated by them can be better under¬ 
stood vis-a-vis their personal social loca¬ 
tion and ideology. Given this social reality, 
some social scientists decontextualisc and 
deconstruct the text and .selectively quote 
others to establish themselves as more 
committed .scholars. Whitehead's article 
(EPW, July 10, 1999) is a case in point. 
She has twisted, and (mis)quoied our 
‘findings’. She relics on newspaper re¬ 
porting and headlines to criticise the 
Centre for Social Studie.s (CSS) reports on 
monitoring and evaluation (M and M) of 
relief and rehabilitation (R and R) of Sardar 
Sarovar oastees. 

At the outset let me mention five points: 
one, the CSS ha.s been studying the 
‘oustecs’ of 19 villages of Gujarat since 
1981. All our 24 M and E reports are 
interlinked. We have stayed in the villages 
without interpreter, not for flying visit of 
a week or two hut for months together. 
We have been presenting our under¬ 
standings in these reports. Information 
presented in one report need not be repeated 
in every other. Therefore, if one is hone.st 
and desires to have a realistic grasp of 
issues and analyses, one ought to read the 
reports together. Second, we do not believe 
that quantitative methods are better than 
anthropological. But at the same time wc 
do not discard statistics. Both the methods 
have their plus and minus points. We more 
often than not combine both. This is what 
we have done in our M and E reports. 
Anthropological method is nur strength. 
We agree with Whitehead that statistical 
inferences outside their social context tend 
to become “the types of social scientific 
obstructions, practices and the philo¬ 
sophies .supporting them which era.se 
‘subjectivity, transforming local and 
particular experiences into general facts, 
terms and categories by freeing them of 
theirexperimental grounding in lived .social 
relations’ ’’[Whitehead l999:1940J.TTiiid, 
we have not painted a rosy picture of 


rehabilitation ns Whitehead makes it out. 
For us the picture is neither black nor white. 
Therefore, both supporters and critics of 
the Narmada project have selectively u.sed 
our reports to suit tlteir different purposes. 
Fourth, the objective of M and E is to 
examine what government has and has not 
done in ‘rehabilitating’ the PAPs. A 
number of issues - .such as first generation 
pmblems of relocation, amenities, land 
related problems, relations with ho.st 
villages, .second generation problems of 
rehabilitation - have been rai.scd in our 
different reports. Last, from where has 
Whitehead learnt that the CSS assumes 
that ‘tribal' societies are constituted by a 
lack of ‘modprnity’ and ‘development’'.> 
She is putting her words in our studies. 
Any one who has read the CSS sludie.s on 
‘adivasi society', which arc by now many, 
would agree that wc do not have such 
assumption. The tribal of submerging 
villages of Gujarat, as wc understand, arc 
not a homogeneous group. Therefore, what 
a group perceives need not lie considered 
the voice of all. However, all social 
scientists do have ‘a priori biases'. Wc do 
not claim to be an exception. But we do 
contest someone like Whitehead who 
claims superiority in representing the 
adivasis of Narmada region. 

While being critical of the method used 
in comparing the nun-comparable, 
Whitehead complains of “little or no 
'before' statistics, as there has been no 
attempt made to assign quantitative values 
to non-marketed inputs and outputs in ihc 
submerging villages" [Whitehead 
1999:1945]. Had wc not been concerned 
about the situation in the submerging 
villages, we would not have devoted a 
whole volume {Report No 15) lo socio¬ 
economic condition of submerging 
villages. 1'his report, apart ffom economic 
production and con.sumption, analyses 
meticulously collected data on gathered 
forest produce {Report No 15, pp 64-65) 
and their use in consumption {Report 
No 15, p 70). Similarly, the data on tra¬ 
ditional agricultural implements and on 
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ownership of homestead land and trees 
{Report No 15, pp45-47) are documented. 
Why Whitehead has failed to notice this, 
she should know. Nonetheless, the 
pertinent question why the method is 
quantitative and not qualitative in our 
reports would better be answered by policy¬ 
makers and their consultants who designed 
these studies. We on our part had made 
efforts to incorporate as much qualitative 
insights in these reports as possible. 

Whitehead says that “the CSS Reports 
confidently as.serted that the living 
standards of oustecs were better in the 
resettlement sites" [Whitehead 1999: 
1940]. At first, I thought Whitehead is 
suffering from selective amnesia for, the 
report concludes that “The finding of 
M and E Report reveals that though the 
relocation of over 2981 PAPs had been 
achieved quite successfully, their re¬ 
habilitation has just started and its suc¬ 
cess calls for a fresh policy intervention” 
(emphasis added, Report No 24, pi). Even 
earlier we have said: 

Access failures to OmkI is one major 
problem in the new sites, which erodes 
well being of relocated PAPs year after 
year. One may argue that the proportion 
of PAPs below absolute poverty has 
reduced compared to what it was in the 
submerging villages. Academically true. 
But this is nut an academic debate: it is 
question of well being of a large portion 
of PAPs, aiKt planners cannot disregard 
this (Report No 21, p i). 

These conclusions have not come out 
of thin air. We arrived at these by carefully 
analysing variations, and not averages of 
consumption intake and factors affecting 
them. VVhitehead touches on the 'coping 
with crop failure' reported by the CSS on 
1991-92drought and concludes that "i nany 
of these mechanism seems to have 
depleted”. What she forgets to pre.scnt is 
our insights contained in the reports; 

A large proportion of resettlement sites do 
fall under Narmada command hut still 
there arc about 43 new sites - out of total 
120 new sites - where N.irmada water will 
not reach (Report No 17. pp 19-22 and 
64-68). Even the rest of the sites arc vulner¬ 
able to fluctuating weather. Although the 
average farm production of households 
after relocation has increased, there is 
wide variations in yield across new site 
(Report No 19, pp 29-.10). In Bhanadra, 
Chametha, Dhcfa, Dhamsia, Clolagaindi, 
Karmaliapura. Kundi, Kasundar, Nasri, 
RusUimpura. Sanoli, Tarsava. Vadudli. 
Vadesia and Vasia, there was a total paddy 
crop failure. The same situation prevailed 
for other crops as well. In fact, about 
40 to 50 per cent cultivators have Inst 


their total crop in the case of paddy, 
jowar, bajri, pulses, cotton, and oilseeds. 
1991-92 had been one of the worst 
agricultural years in the recent histoiy of 
the region. Rainfall was about 45 per cent 
of normal, irrigation in the area is nominal 
and two out of every five years during la.st 
15 years ending 1993 had been abnormal 
in the region. 

Crop failure has a number of 
.simultaneous and sequential repercussions 
which disrupt the economy of affected 
area (Report No 19, pp 44-48). In 
submerging villages, acce.ss to forest and 
river on thconehand, and social institutions 
and mutual exchange relations of the 
clo.scly knit society on the other, insulate 
the low level economy to .'>u.stain; even 
during the worst of the draughts, the 
households* consumption intake was 
marginally affected. The fall in crop 
production in new sites, however, directly 
reduces hou.scholds’ income and avail¬ 
ability of food for consumption. It al.sn 
reduces avenues of farm employment. 
While the current income is reduced, the 
need for cash to purchase food increases. 
'I'he households in such situations make 
various adjustments to minimise the impact 
of the crop failure. These include decision 
10 opt for casual labouring, migration of 
some family members, reduction in the use 
of purchased inputs, taking up to sale of 
milch animals, reducing, expenditure, and 
changing the consumption pattern to less 
expensive items. The findings of the 
analysis clearly establish that (i) those 
hou.seholds which are engaged in casual 
labour arc worst affected by crop failure 
and their calorie intake is significantly 
low: (ii) the cattle sale were made in distress 
and the households who sold cattle were 
households with significantly lower calorie 
intake: (iii) households whose agricul¬ 
tural income is higher arc households 
with significantly higher calorie intake; 
(iv) households with less numltcr of family 
members to feed have significantly larger 
caloric intake: and (v) households with 
larger out-migration have significantly 
higher calorie intake. Another way to inter¬ 
pret these findings is as follows: (1) in 
1991-92 when caloric intake per adult 
reduced by roughly 480 caloric per day per 
adult, some members of the household took 
decision to work as casual labour: (2) if 
households’ size increases by one member, 
it reduces the calorie intake by about 98 
caloric per adult per day; (3) if households 
agricultural i ncomc per head increases from 
low to medium level, its caloric intake 
incrca.ses by about 65 caloric per adult per 
day: and (4) if out-migration increases by 
about I unit, the calorie intake of the 
members remaining in the village increases 
by about 200 calorie per adult per day. 

But the PAPs coping mechanism is 


operating without any external suppon. 
With traditional sustaining mechanism 
distorted due to randomness of resettle¬ 
ment, all these options in new site may 
create further social disruptions. 

Using a case study presented in Report 
No 19, we have tried to bring out the 
contrast between PAPs and the host 
villagers with respect to technology 
adoption, yield and income; gross income 
is significantly higher in farms located in 
host villages compared to the income of 
PAPs. The difference in income grows 
larger as one moves from dry maize and 
paddy zones towards irrigated cotton zone. 
This difference is mainly because of a mix 
of superior cropping pattern, higher crop 
yield and better prices received by the 
farmers located in the host villages, 
specifically in irrigated cotton zone. 
Evidently, the new settlers have much less 
negotiating capability when it comes to 
new technology and institutions: this is 
true whether it is relating to choosing a 
cropping pattern, yield of new crops dr 
bargaining for remunerative prices fortheir 
crops. The impact of forced commerciali¬ 
sation. on product and credit markets was 
also examined: 

Although, the institutional and private 
informal credit sources cocxi.st in this 
drought prone zone, what is unique in this 
area is that proportion of PAPs availing 
of any working credit from formal or 
informal sector is significantly low. Despite 
having large land a.ssets, only a minascule 
of oustees were members of co-operative 
society, and no one had access to co¬ 
operative short-term credit. Only a few 
oustccs had access to bank finance, and 
fewer have shown any interest on private 
production credit sources. This low reliance 
on formal and informal production credit 
in the new sites is not very surprising when 
one introduces behavioural factors in the 
analysis. The dominant phenomenon of 
exploitative nature of interlocked credit, 
land, and output markets is widely feared 
among tribal of south Gujarat; the small 
borrowers re.sulting into gencraaons of 
bondage to debtor is well recorded. This 
interlocking of credit and labour markets 
is also well understood by tribal rcsettlers 
in new site.s. Thus, the cautious approach 
of 'self-financing' the current production 
and avoiding risk of losing land to debtor 
is not surprising. It should also be noted 
that oustcc farmers are late comers in credit 
nexus, where besides assets, social links 
also play important role. Credit co¬ 
operatives are faction ridden and supporter 
of the dominant faction gets easy access 
to credit and other benefits than those who 
belong to dissident faction and or the new 
comers. On the other hand, output market 
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Uiiksare well developed. Butitisobserved 
diatdw proportion oftotal cereal marketed 
is significantly higher among those who 
have rdatively low intake. This is the 
group who should have retainedits produce 
more for home consumption (Report 
No 21, pp 24-27). 

Another limitation of the CSS Reports 
according to Whitehead is the findings on 
health care. She says that the CSS reports 
claim that health facilities arc better in or 
near resettlement sites as compared with 
submerging villages. She observes that 
‘Tor most ail ments, people tended to prefer 
a bhuwa, who used ayurvedic remedies 
and who lived at a distance of three kms 
from the village” (Whitehead 1999:1944). 
The CSS findings on health services are 
developed in Report Nos 19 and 22. We 
have said that “In general, the oustccs who 
are residing in locations which have health 
centre in the village, feel an increased 
access to as well as qualitative change in 
health services after relocation. The need 
is to develop this confidence among all 
the oustees”. Such locations are not many. 
In order to understand changes in health 
perceptions and practices of the oustees, 
the findings of Report No 22 are worth 
noting; 

Relocation is responsible for rapid diffusion 
of alteroative health care system amongst 
the oustees. irrespective of their tribal 
identity, lheirpa.st experiences with mtidcm 
amenities, or their present locational 
advantage: tribal whether they arc tadvi, 
rathwa or bhil, whether they originally 
belonged to Zone I or Zone HI, or whether 
they arc presently located near a town or 
in relati vely remote new site, theirdepend- 
ence on allopathic system is noticeably 
high. At the cognitive level, illness arose 
perceptions not in congruence with their 
health practices. Although noticeable 
increase was observed among oustees for 
showing their faith for allopathic system, 
their perceptions about ill health are still 
guided by their tribal environment and 
cultural beliefs formed in their submerging 
villages. And thus, dual treatment still 
exists; for common diseases they still 
get satisfaction from their indigenous 
practices which save their time and money. 
On the other hand, for u:icured sickness, 
they prefer to visit nearest PHC, hospital 
or a private practitioner. If the diseases 
still remains uncured, the search (ot Bhuwa 
again starts (Report No 22, pp 116-18). 

While discu.ssing basic amenities in the 
new sites we have reported that “mere 
existence of service in the new site does 
not mean that these services are easily 
accessible to all, and oustees residing in 
these new sites have improved their well¬ 
being” (Report No 21, p 36). Relating to 


drinking water facilities arc CSS report 
says: 

Hand pumps are the main source of 
drinking water in new sites. Apart from 
this, well, pond, rivulet and in some 
locations lap connection also supplement 
the drinking water supply. The new .sites, 
both relatively old as well as of recent 
origin, have not yet organised themselves 
in maintaining their drinking water sources, 
especially hand pumps. Consequently, 
trouble free drinking water services are 
often disturbed. In Sandod, Gopalpuru, 
Farakua, Jetpur and Devaliya hand pumps 
have become non-functional as a result 
oustees have to carry water for all their 
use - drinking, washing and for cattle - 
from host villages. The new sites Haripura. 
Samkwa, Bonya, Nasri, Vasia, Kasumbia 
arc totally dependent on host villages for 
drinking water. Supply of water through 
tanks is not uncommon: oustees in Dormar, 
Kundi. Laver, Vardi and Paniya-1 reported 
having frequently transported water from 
Bhadroli new site. Oirsiecs from many 
other new sites also have reported such 
transportation of water from host villages 
or other new sites. Oustccs have come 
from a geographical area which had 
perennial source of drinking water. As a 
result, they become nostalgic when talking 
about drinking water facilities. This is not 
surprising but their no.stalgiu coupled with 
frequent disruption in supply of drinking 
water has given rise to dissatisfaction 
(Report No 21, pp 43-47). 

Another distorted presentation of the 
CS,S findings is relating the oustccs’ 
perceptions about their economic con¬ 
dition in new sites in comaprison with that 
in submerging villages. For us it is dis¬ 
concerting if a third of the rekKated hou.se- 
holds are di.ssalisficd. We arc also con¬ 
cerned m find factors responsible for this 
situation. To put the issue in perspective, 
I present .some of the findings (Report 
No 23, pp9-l0 and Report No 22, 

pp 101-02): 

The oustccs were asked to report their 
perceptions regarding their economic 
condition in new sites in comparison to 
what it was in their submerging villages. 
In 1993-94 about a third of the hou.scholds 
have shown dissatisfaction with their 
condition. It would be worthwhile to 
analyse the reasons behind the increased 
dissatisfaction amongst, the oustees. It is 
hypothesi.scd that such negative feelings 
are closely related to falling avenues of 
cultivation, loweravailability of irrigation, 
falling levels of farm production, and stress 
that force the household member to migrate 
in order to do .some labouring. Findings 
reveal that net cultivated area, gross crop¬ 
ped area, percentage area irrigated and 


farm [noduction (at constant prices) were 
significantly higher in the ca.se of house¬ 
holds who had pciccived that their 
economic condition has improved or 
remained .siime. What it means that those 
households who had low cropped area, 
less irrigation and low agricultural output 
were relatively dissatisfied with their 
economic condition. When all the hou.se- 
holds were provided with equal amount 
of land, a lower net or gross cultivated area 
is on account of a proportion of area 
remaining uncultivated. Analysis of 
Universal Household responses reveals 
that in every new site there were one or 
two HAPs who feel that they were given 
less land; a large proportion of I'APs in 
Malu I and 2, Krushnapurn, Simlia, 
Pansoli, Lunadra and Ferkuva believe that 
they have been provided with unproductive 
land which requires treatment; Some PAPs 
kK'atcd in Kanteshwer, Kali-T'alavadi, 
Pansoli. Malu-1, Pania -1 and 2 and Sanoli 
have reported that their land remains water-. 
logged during kharif; a large proportion 
of PAPs located in Krushnapuni, Malu-1, 
Pachhisgram. .Sanoli and Zainb have 
reported that pail of their land i.s coming 
under canal and road. To some extent, 
access to irrigation helps in improving 
oustccs' perceptions for it allows techno¬ 
logy transfer and higher prixluctivity. I'his 
is further’vindicated by the fact that 
households with low f.trm production had 
reported that their ceonomie condition in 
comparison to submerging villages has 
deteriorated. Negative and .significant 
correlation reveals that lower the fann 
production, the higher the probability 
that the household shall be reporting 
deterioration in its economic condition. 
On the other hand, those households who 
have reported deterioration in their 
economic condition also were those who 
have taken up to agricultural labouring 
and casual lalxmring more, it also means 
that when production do not fully sustain 
current consumption, some members of 
the hou.schold move out in search of 
employment. 

In this connection the following insight 
on developing dissatisfaction relating to 
unproductive land is worth mentioning; 
Low gross cropped area is mainly becau.sc 
of large proportion of net area remains 
uncultivated. Ovidences have revealed that 
some households have serious problems 
relating to the quality of agricultural land. 
For example, households in Ambavadi 
and Fiparvati have such a severe dis¬ 
satisfaction relating to land quality that 
they now refuse entry to outsiders in the 
village until they are reliKatcd to some 
other new sites. .Situation in Malu isslowly 
deteriorating. There is widespread dis¬ 
satisfaction among the resettled oustccs in 
Malu. Wc have contacted Main oustccs for 
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detailed discussions. Some of the salient 
features of this discussion are as follows: 
In Malu SO PAPs have perceptions that 
they have been given unproductive 
kochar-dabwali agricultural land which 
they think warrants either relocation or 
some treatment. Amongst these, there are 
somecascsof shortchanging in land, some 
have reported that the land is unirrigated, 
and a few have lands where waterlogging 
during kharif is quit problematic. In ail 
about 32 families were not staying in Malu, 
bulk of them arc in their submerging village. 
In order to ascertain the actual situation, 
we went to submerging village Gadher on 
November 8, 1993. We found that 22 
oustces, .somcof whom with their families, 
were staying in one of the hillocks under 
the Icadershipof Dalsukh Sonji Tadvi. Ail 
these PAPs believe that they had been 
provided with unirrigated, unproductive 
land. They also believe that sustenance on 
land is not possible, for yield from their 
land is extremely low. Someof them moved 
out after leasing their lands. These 22 
families are staying in Gadher since May 8, 

1995. Dalsukh Sonji says, “Year after year 
since 1992,1 am facing a risk. Although 
it is not unusual for a farmer to take risk 
but for me crop failures have become a 
recurring phenomenon. When I will earn? 
How long I should rely on my savings? 
Every year my crop washes out due to 
flooding from adjoining river and land 
remains waterlogged during both kharif 
and rabi sea.suns. Moreover, when it was 
decided that the oustecs would be resettled 
in irrigated land, why we are not provided 
with irrigation? Narmada water shall be 
coming in the area in next Five to seven 
years, that is all right but we have to live 
today and need our sustenance today. We 
can no more wait for tomorrow” (Report 
No 21, pp 13-14). 

Within the given frame of monitoring 
against certain indicators, the CSS reports 
are able to bring out (a) level of living of 
the oastecs in terms of access to health 
care and other amenities, agricultural 
income and other avenues of employment, 
consumption and expenditure; and 
(b) problems faced by PAPs in their re¬ 
location and rehabilitation. Our Findings 
clearly show that pressure on land to 
augment resource has led todi versiFication 
and double cropping even in the dry lands. 
But in absence of viable technology, yield 
risks have not been reduced. Consequently, 
some of the members from the adversely 
affected families have taken to labouring 
or seasonally migrated to support the 
consumption of the remaining members 
of the family. In the proce.ss, hitherto 
unknown institutional arrangements like 
sharecropping, fixed tenancy and land mort¬ 
gage have also developed. Despite this. 


about a third of PAPs during normal years 
utd about three-fourths of PAPs during 
abnormal years live in abject poverty. 

By choosing not to mention Aese atove 
findings, Whitehead perhaps wants the 
reader to believe that her own research 
findings are not based on the discussions 
in M and E reports. Her kind of research 
relying on IS days field study could only 
be used to test the ideas and conclusions 
reached elsewhere. In order to appear 
original, she not only has had to be selective 
in quoting the findings of her sources (the 
CSS reports) but also to discredit them. 
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Introduction 


i Today we find globalisation and liberalisation in the economic, political and social spheres 

; altering the roles, expectations, and demands being made on NGOs. NGOs are often not in t 

f a position to obtain information that will enable them to assess the potential and pitfalls of ! 

^ the new and rapidly changing environment, and their roles and accountability within it. There ' 

I is therefore a real need for systematic training that will make it possible for NGOs to address * 

1 both the macro and micro level issues more effectively. Indian Institute of Management 

I Bangalore (lIMB) has developed a programme specifically for NGOs to address this need. 

I The programme will be held at lIMB between 7-11 February 2000. 


; Programme Objectives < 

^ The programme aims at 

u raising the knowledge and awareness of senior and middle levels of NGO managers 
' about the changing global and national economic and political scenario, in the current ' 

' context of liberalisation and globalisation. ° 

'■ □ Improving their ability to analyse different macro and micro level economic and social I 

‘ changes. | 

< 

I Programme Content and Methodology 

The programme will focus on the rapid changes in global and national production, trade, and | 
: the implications of these changes for local livelihood systems, environmental sustainability, ' 

\ developing strategies and policies. The changing relationships between the state, market I 

\ and civil society will also be examined. The programme will adopt an interactive and * 

< participatory approach, with extensive use of non-lecture formats. j 

f i: 

i Participant Profile 

f The programme is designed for senior and middle level staff of NGOs, community i 

j organisations and independent development workers and consultants. ; 

i Last Date for Application : 14 January, 2000 
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LETTERS TO EDITOR 


Pricing of Telecom Services 

THIS is in response to the editorial ‘Teeth 
for Regulator' (November 27). MTNL's 
cellular services were questioned by TR AI 
through a consultation paper in which 
TRAT has claimed that MTNL is propos~ 
ing to subsidise its cellular services. 
TRAI’s consultation paper proposes to 
jack up MTNL’s tariff to'Rs 2.95-3.65 per 
minute against MTNL’s provisional tariff 
of Rs 1.40 per three minute; an increa.se 
of 6 to 8 times. 

Initially, TRAI had stopped MTNL from 
starting this service. The case went to 
court where a single judge bench - Justice 
Sujata Mehta - ruled against TRAI. On 
this, a number of cellular operators filed 
a review petition and successfully got the 
above judgment stayed. With the new 
revenue-sharing .scheme, the operators had 
to withdraw their ca.ses and also accept 
competition. It is then that MTNL reviv^ 
its cellular plans. MTNL's cellular ser¬ 
vices are also crucial to its raising addi¬ 
tional capital through the Global Deposi¬ 
tory Receipt (GDR) route. For MTNL, it 
was vital to go ahead with cellular ser¬ 
vices, as otherwise it would be seen as a 
non-participant in an important emerging 
sector of .services and therefore less attrac¬ 
tive to international investors. 

MTNL proposed initially to u.se its 
existing Wireless in the l^al Loop(WLL) 
which is based on CDMA technology for 
this services. Wireless in the Local Loop 
means that the connection from the ex¬ 
change to the handset is through wireless 
and not using the normal telephone cable. 
Use of CDMA technology, which permits 
a greater u.sc of the existing radio fre¬ 
quency bandwidth, is now possible, as the 
earl icr stipulation of GSM Technology foi 
cellular services has been modified by the 
government. MTNL also has long-tenn 
plans for entering GSM-based cellular 
services also. 

The interesting aspect of the above 
scen.'iiK) is that WLL was used originally 
for connecting land phones to the ex¬ 
change and therefore was not conceived 
for mobile services. F,arlier, its range was 
of the order of500 m. However, currently 
the range of WLL has increased to 15-30 
km allowing this to be used for mobile 
handsets also and not merely for landlines. 
Thus the growth of technology has blurred 
the distinction between fixed and mobile 
services - the same technology and the 
same equipment can now be shared be¬ 
tween two different types of services. 


Unfortunately, the regulatory path cho¬ 
sen by India rules out hybrid systems. 
Thus a Chinese wall is sought to be created 
between the two kinds of services, forcing 
twice the capital costs on such services. 
The current regulatory framework thus 
starts from the premise that for a ‘level 
playing field’, MTNL’s cellular services 
should not .share any costs with its existing 
landline (or basic) services. Thus what 
technology is bringing together is sought 
to be sundered by TRAI. 

Here the objective of the regulatory 
framework becomes important. Justice 
Sodhi, the chairman of 'IllAl, has stated 
that in the long run only competition Will 
help the consumer. Presumably, TRAl’s 
task iscurrcntly to help competition, while 
the mythical future will take care of the 
consumer. Thus every step in the telecom 
scenario is .seen by TRAI from this angle. 
Thus, lowering consumers’ costs rarely 
enters the TRAI picture. 

However, TRAI has not stopped here. 
In its consultation paper, it has made 
calculations by which it has come to the 
figure of Rs ^/475 as monthly rentals 
and Rs 2.95 to 3.65 per minute as mini¬ 
mum airtime charges. This is 6 to 8 times 
MTNL’s proposed rate of Rs 1.40 for 
three minutes. Thus, according to nPRAI, 
MTNL is in elTcct subsidising its cellular 
services from other activities and provid¬ 
ing ‘unfair’ competition to the existing 
cellular operators. 

An elementary costing principle has been 
lost sight of by TRAI. By both MTNL and 
TRAl’s calculations, the cost per line is 
less than Rs 20,000 fur this kind of ser¬ 
vices. 'This, as against the co.st per line of 
fixed iandlines being above Rs 35,000. 
The only clement of cost that is higher for 
this kind of services is the cost of the 
hand.set which is of the order of Rs 10,000 
to Rs 15,000 as against the handset cost 
of fixed landlines being tdiout Rs 800. 
Even if this cost is added to the cost of 
the cellular line, the cost of connecting the 
subscriber is still about 20 per cent less 
than that for landlines. Hie actual capital 
cost of cellular services are even lower, 
as there has been a steep decline in cost 
of cellulai' equipment and the capital costs 
per line today is of the order of Rs 10,000. 

If the capital costs of the cellular op¬ 
erators are lower than that of the basic 
services operator, why should the cost of 
cellular services be higher than that of 
basic .services by a factor of 10 as has been 
set by TRAI? This is really the crux of the 
matter. TRAI accepted bloated cost fig¬ 


ures from cellular service operators and 
used diem to construct rentals and air time 
charges. Having created in effect high 
tariffs, it then apportioned various costs 
that DoT and others must pay cellular 
operators when a call is made from their 
network to die cellular operator. It also 
apportioned a certain portion of the call 
rate to be paid to DoTAllTAVother basic 
service operators whenacellular subscriber 
calls a landline. It is these costs that are 
now being used to set a floor price at 6 
to 8 times the rate proposed by MTNL. 
Thus, the issue of MTNL's rates cannot 
be isolated from the cellular rates set by 
TRAI on the basis of inflated costs claimed 
by the cellular operators. 

TRAI is thus taking a completely wrong 
turn in its cellular pricing, at least for 
metros. MTNL’s cost figures arrived 
through public tender make clear that the 
current capital cost of cellular equipment 
is below that of fixed Iandlines. 'Thus any 
tariff set for these services cannot be h ighcr 
than that of fixed services as their oper¬ 
ating costs are much lower than that of 
Iandlines. As they do not carry any social 
obligation - lines for emergency services, 
providing uneconomical services to far- 
flung and rural areas - they have no other 
costs. Instead of addressing therefore this 
issue, TRAI is seeking to justify its earlier 
high cellular rates by jacking up MTNL’s 
rates. This without taking into account that 
MTNL’s equipment and personnel can be 
shared between various services, further 
bringing down costs. 

The MTNL case brings clearly the prob¬ 
lem both with the policy and the regulatory 
framework in the country. Both NTP94 
and NTP99 rely on ‘competition’ as the 
instrument for lowering costs. However, 
competition itself has a cqst - not sharing 
equipment, people, ruling out hybrid tech¬ 
nologies, etc. Thus a framework that uses 
competition as its instrument is already 
imposing an extra cost on the consumer. 
Further, in services such as Telecom there 
is no unconstrained market. If there is, no 
new entrant can enter against an incum¬ 
bent operator. 'The regulator creates the 
market by allowing the new entrant a higher 
price for promoting ‘competition’. The 
net result is that the consumer bears this 
double burden of competition. This is 
exactly the path TRAI is following. For 
those who believe that competition will 
solve all their problems, the telecom mess 
should be a salutary lesson. 

Prabir PuRkayastha 

New Delhi 
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Deep-Rooted Malaise 

T he hijacking of Indian Airlines flight IC-814 has taken 
one life, inflicted enormous suffering on its passengers 
and their relatives and, together with continuing terrorist 
strikes in Kashmir, brought apprehension and anxiety into the 
national mood. This apart, it has served to expose serious 
systemic flaws in administration and the decision-making 
structures of the government, showed up the political leader¬ 
ship as incompetent, brought out the role that the media can 
play in ademocracy and underlined the importance of secular¬ 
ism as a cornerstone of state policy in combating the menace 
of religious terrorism. 

The government apparently had with it intelligence reports 
that forewarned of possible hijack attempts. This did not lead 
to enhanced security measures in the Indian airline companies 
or airports. The government was well aware of Kathmandu 
being used by various elements hostile to India as a launching 
pad for anti-India activities. This did not lead to diplomatic or 
administrative steps to reduce the level of such activity or to 
insulate India from their effects. A proposal for India to share 
in the management of security at the Kathmandu airport had 
been raised but not pursued. This shows, not surprisingly, that 
the dissipation of the original momentum that every govern¬ 
mental scheme suffers by the time it vends its way to the target 
through the tortuous delivery mechanism affects security as 
well. Well over two and a half hours elapsed between the 
government receiving the first report of the hijack and the 
hijacked plane taking off from Indian territory. The decision¬ 
making structures of the government could not take a decision 
to stop the plane and communicate the decision to the opera¬ 
tional agencies in time within that period. Over telephone, 
someone claiming to be a joint secretary in the home ministry 
asked the Amritsar airport authorities to refuel the plane. And 
the instruction was acted on, in the absence of a mechanism to 
verify the authenticity of the telephonic instruction. The series 
of blunders that led to the hijacked aircraft leaving Amritsar 
showed that the Indian administration does not pos.sess the 
organisation or co-ordinated reflexes of a modem bureau¬ 
cracy. What it does have is a well-developed skill in passing 
the buck, as is revealed in the damage control revelations of the 
taped conversation between the Amritsar air traffic control 
and the scared pilot of the hijacked plane. The insensitivity 
showed to the relatives of the hostages reflected lack of 
empathy as well as incompetent .public relations. And it was 
not just the bureaucracy that fail^. 

The inability of the political leadership to intervene in this 
bungling and give it direction and purpose was palpable. For 
once, it did not require tiu; mediation of the opposition for die 
public to appreciate the magnitude of leadership failure. The 
media marshalled facts and analysis to present before the 
public a convincing case of what could and should have been 
done. The rhetoric of a hard state and nuclear security flew in 


the face of the reality of a slow, blundering administration that 
is today gratefully acknowledging the co-operation of the 
Taliban government of Arghani.stan that it had refused to 
recognise till now. 

The media did not expose merely the contours of leadership 
failure. It also highlighted the mo^ Fibre or rather the lack of 
it of the Indian elite. Meet the demand of the hijackers and 
secure the release of the hostages was the full-thr^ed cry of 
the relatives of the hostages, who broke up a press conference of 
the external affairs minister and barged into the residence of the 
prime minister. The freeing of terrorists a decade ago to secure 
the release of the daughter of the then union home minister 
Mufti Muhammad Sayeed served as the norm that justified and 
conditioned elite response in the face of the present hijack. The 
painful fact that succumbing to terrorist pressure to release 
hostages guarantees future ho-stage-taking was ignored. Very 
few lathered to remember that India had refused to free the 
very same Maulana Masood Azhail to secure the release of the 
foreign tourists whom HarkatuI Ansar had abducted from 
Kashmir, and subsequently killed. Such .self-seeking short¬ 
sightedness received a .setback when the hijackers rai:^ their 
demands and asked for the relea.se of 35 other jailed militants. 

India is now dependent wholly on the Talibm to secure the 
release of the hostages. While the Taliban has categorically 
ruled out allowing any foreign power to exercise the use of 
force ou their territory, they have also threatened to storm the 
hijacked plane parked at Kandahar if any of the passengers 
were to be harmed. This is reassuring and gives the hope that 
the desire to secure international legitimacy would pmuade 
the Taliban toexert pressure on the hijackers to let the hostages 
go. The Taliban are in a position to exert pre.ssuFe not only 
because they control the territory on which the plane stands but 
also because of ideological commonality with the hijackers 
which had prompted the hijackers to choo.se Afghanistan as 
the destination of the hijack^ plane rather than say. Colombo. 
And this ideology is religious fundamentalism. 

India confronts Islamic fundamentalism as an aggressive, 
hostile .source of subversion. This is a reality that cannot be 
ignored. And tackling this threat calls for not just better 
policing but reinforcement of the basic .secular character of 
Indian nationhood. In operational terms, this means making a 
sharp distinction between Islam and Islamic fundamentalism. 
The one is a living religion that satisfies the .spiritual needs of 
12 crore Indians ahd an integral part of the plural, composite 
Indian nation state. The other is an alien ideology that is 
iniinical to it. Majoritarian distortion of India’s secularcharac- 
ter will directly prepare the ground for the growth of Islatmc 
fundamentalism within India, and no amount of blaming 
Pakistan and its intelligence agencies will alter the fact that 
majoritarianism has emerged as a potent security threat for this 
country. 
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This puts a special responsibility on the 
BJP. It gained strength on the basis of 
tnajoritarianism. Itrodetopowerby declar* 
ing a moratorium on it and securing allian¬ 
ces on the strength of this moderation. 
Unless it makes a decisive break with its 
mujorititrian roots, India's ruling party it- 
•self will transfunn into its biggest source 
of insecurity. 

WTO 

Labour Export 

A correspondent writes: 

WHETHER or not the WTO round of 
discu.ssions in Geneva has a better chance 
of succeeding than was the ca.se at Seattle 
depends very much on the flexibility that 
the participating member countries .show 
on the major issues on which no compro¬ 
mise was possible at Seattle. It would 
appear from the .statement issued after a 
mini.stcrial level meeting between US and 
EU in Washington on December 17 that 
the pro.spcct.s of flexible attitudes on the 
part of major participants were not very 
bright. Both US and EU, while speaking 
of'providing better oj^ftunities for wider 
participation by all members including 
developing countries”, insist on linking 
trade with labour and environment, know¬ 
ing fully well that developing countries 
are determined not to allow new non-trade 
i.ssues to be introduced because they con¬ 
sider the introduction of such issues as 
nothing .short ofa protectionist manoeuvre. 

l)n the one hand, the devclo|)cd coun- 
uics led by the US and EU claim to be 
prompted by their concern for all trading 
countries not adhering to labour standards. 
On the other hand, the same groupof coun¬ 
tries refuse to accept the notion of free 
global mobility of labour across national 
frontiers. If anything, over the past three 
decades emigration laws in the rich coun¬ 
tries have become more rigid and their 
implementation more severe against labour 
c.\ports from pix»r countries. Thus while 
these countries advocate movement of 
capital across national frontiers, move¬ 
ment «)f natural persons from labour sur- 
plu.s countries to labour deficit ones is 
actively resisted. 

El an the reports on the failure of the 
ministerial meeting of WTO at Seattle it 
is not clear to what extent the demand of 
India and other developing countries that 
in order to have increasing participation 
of developing countries in trade in .ser¬ 
vices there is need for greater freedom of 
movement of natural persons, particularly 
professionals, was pressed and deliber¬ 
ated upon. Under the General Agreement 
on Trade in Services (GATS) each par¬ 
ticipating country is required to accord 
“immediately and unconditionally” Most 
Favoured Nation (MFNi treatment to 
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services and service-suppliers of all par¬ 
ticipating countries. The preamble to the 
agreement speaks of facilitating “the in¬ 
creasing participation of developing coun¬ 
tries in trade in services and the expansion 
of their service export”. At the same time, 
however, the same agreement gives a 
participating country the right to “regulate 
the entry of natural persons into or their 
temporary stay in its territory". Clearly, 
when it comes to “the expansion of their 
service export”, the developing countries 
do not enjoy the freedom of exporting 
their labour, be it .skilled, semi-skilled or 
unskilled, even though the.se countries arc 
well endowed in labour-intensive services. 
By circumscribing the movement of labour 
the GAT.S agreement was evidently not 
being very serious when it spoke of 
facilitating the expansion of service ex¬ 
port of the developing countries. India and 
other developing countries needed to 
highlight this aspect of the GATS agree¬ 
ment right when the agreement was being 
fmalLs^ and now have to continue press¬ 
ing for its rectification. 

In Geneva, therefore, India and other 
developing countries need to make free¬ 
dom of movement of natural persons as 
a major issue and insist uptm appropriate 
amendments to the GATS agreement. It 
is necessary, as a first step, that the right 
the GATS agreement now gives to par¬ 
ticipating countries to “regulate the entry 
of natural persons into or their temporary 
slay in its territory” must be reviewed and 
they should be obliged to have transparent 
procedures for the entry of natural persons 
from other participating countries. There 
should not be any quantitative limitations 
on entry of natural persons just as there 
are to be no quantitative limitations on 
trade in goods under the WTO agreement. 

SRI LANKA 

Sharpened Ethnic Divide 

FOR over a decade now, the crucial is.suc 
in Sri Lankan presidential elections has 
been the resolution of the Tamil problem. 
This is hardly surprising because the war 
in the north has over the years scvcmiy 
affected not only the economy but ahso the 
considerable gains that the country had 
made in the social .sector. Not unimportant 
is also the fact that a whole generation of 
Sri I^nkans has grown up in the context 
of eveyday violence in the north and 
> north-east. Tamil votes and the rcspon.se 
of the LTTE to the candidates, together 
and independently, can critically deter¬ 
mine who rules in Colombo. Five years 
ago Cbandrika Kumaratunga rcKle on a 
wave of optimism, with the Tamil vote ad¬ 
ding to the surf. In the just concluded pre¬ 
sidential election marred by violence and 
a suicide bomb attack on the president, it 
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is evident that she has won without the 
help of that Tamil vote. This is a comment 
not so much on Chandrika’s performance 
as on the T amil perception of th e pres ident 
moulded at gunpoint by the LTTE. 

Kumaratunga's last term in office began 
with the announcement of the proposal for 
a federal form of government which would 
ensure a high degree of autonomy to the 
Tamil provinces. But lacking the strength 
in parliament to cany through the consti¬ 
tutional amendment, .she had to abandon 
that project. Simultaneously, she attempted 
several times to bring the LTTE to the 
negotiating table. I'he LTTE with charac¬ 
teristic disdain used the ceasefire and the 
space created by the negotiations to re- 
.stock and regroup to resume its warfare. 
Kumaratunga's attempts at resolving the 
ethnic strife by establishing a separate 
ministry and by holding of the first local 
body elections in Jaffna in 1998 after a gap 
of 15 years all came to naught because they 
did not evoke the co-operation of the LTTE 

Kumaratunga had little choice but tc 
order the resumption of large-scale mili¬ 
tary operations in the region which even¬ 
tually resulted in the re-establishment ol 
military control over Jaffna.Thisanalyst's 
say was one of the main reasons whicl 
swung the L'lTE and the Tamil popula¬ 
tions awayfrom Kumaratunga. LTTEchiel 
V Prabhakaran in late November callcc 
her five-year tenure a “curse on the Tami 
people" and went on to add, “her tyran 
nical rule left a permanent scar on the sou 
of the Tamil nation". The ussa.ssinaiior 
attempt presumably was LTTE’s effort U 
erase the 'scar'. Curiously though, thi; 
attempt on the president’s life may havt 
.served to mobili.se and coasolidatc th< 
Sinhala vote in her favour. Earlier in th« 
campaign, with the Janatha Vimukt 
Ferumana (J VP) emerging as a third forci 
in the provincial council elections, then 
had been indications of a three-way spli 
in the Sinhala vote, with the Unitcc 
National Party's Ranil Wickremesinghi 
gaining the Tamil vote as well. Projcctec 
as a “friend of Prabhakaran” for what i 
was worth, Wickremesinghe had madi 
some radical though not necessarily prag 
matic proposals for the resolution of thi 
Tamil issue, such as the setting up of ai 
interim administration for the north ant 
the east involving all parties including th< 
LTTE for a period of two years. 

The violence on the eve of the election 
resulting in one death and serious injur 
to the* president, seems to have affectet 
the pull outcome substantially. While it 
some areas people stayed away for fea 
of violence, in others voters were report 
cdly forced to vote by the LTTE whicl 
held out a threat that those who did no 
exercise their franchise would be sum 
marily dealt with. Reportedly LTTE alsi 
tltreatened to punish di those who did no 
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voce for Wickremesinghe. Kutnaratunga 
won with a narrow margin of Sl.12 per 
cent (candidates required a minimum of 
50 percent to win), 11 percenuge points 
down from 1994, while Wickremesinghe 
got 42.71 per cent. Regional voting pat¬ 
terns seem to have followed ethnic lines. 
Except for Jaffna which is under army 
control, Kumaratunga failed to register a 
, win in any of the northern provinces. In 
Jaffna with a 30 per cent voter turnout, 
she won 46.6S percent of the votes against 
Wickremesinghe’s 43.03 per cent. In 
Batticaloa she polled only about 35 per 
cent of the votes, against her rival's 87.3 
per cent; she trailed behind the UNP 
candidate in Trincomalee with 44.5 per 
cent against his 50 percent. The only other 
northern district where she continues to 
have support is Digamadulla in the north¬ 
east with a Muslim majority. Even in the 
south, in Colombo for instance. 
Kumaratunga failed to enthuse the Tamils 
in the districts ofNuwaraEliyaand Badulla 
which have estate Tamil populations. 

Kumaratunga's invitation issued during 
I her post-election address to the nation to 
Wickremesinghe to Join her government 
- to form a ‘national government’ - is an 
astute move. Lucking sufficient numbers 
in parliament to push through any kind of 
radical reforms, and conscious of the lo.ss 
of Tamil support, this is the only way that 
her government can register any move¬ 
ment on the crucial ethnic issue. More¬ 
over, this will diminish the chances of 
LTTE playing one party against another 
and the parties themselves using the Tamil 
card. It remains to be .seen if the invitation 
will be followed up by more formal pro¬ 
posals and how the LINP and other parties 
will respond to these moves. 

MEDECINS SANS FRON'I'IERES 

^Silence Kills’ 

AMEASURHofourmedia’ssenseof what 
makes news in international reporting is the 
near blackout of an important .speech de¬ 
livered by the recepient of the 1W Nobel 
Peace Prize. The winner of the prize is an 
organi.sation called Medecins Sans 
Fmntieres (Doctors Without Borders), or 
the MSF, and the speech was deliver^ by 
its president James Orbinski at the award 
winning ceremony in Oslo last December. 

Unlike bthcr international humanitarian 
organisations like the Red Cross, Amnesty 
International or Human Rights Watch, this 
France-based group started by medical 
practitioners and journalists .some two 
decades ago had hardly received any media 
'attention in our country till the announce¬ 
ment of the Nobel Peace Prize which lauded 
Its work in Rwanda and Kosovo during 
the civil wars there. The speech by its 
president during the award winning cer- 


omony did indeed throw light on its his¬ 
tory of providing medical aid to victims 
of some of the most violent explosions of 
ethnic and religious conflicts in Africaand 
Yugoslavia in recent times. But more 
importantly, in James Orhinski’s speech 
enunciated the vc^ clear political position 
that his organisation (MSF) had taken on 
the entire question of the role and capacity 
of humanitarian aid - particularly in situ¬ 
ations where the MSF felt that the state.s 
and the United Nations should play a more 
decisive rote in preempting such conflicts 
and in intervening in a positive and hu¬ 
manitarian way when the conflicts break 
out. The observations that he made re¬ 
emphasise the uneasy relationship that 
prevails at one level twtwcen titc official 
conglomerate of UN humanitarian 
organisations and national governments 
on the one hand, and the various non- 
official voluntary organi.sation$ (often 
termed as NGOs) operating in the terri¬ 
tories of these governments, iin the other. 
It was this political content of his speech 
which was totally hl.ickcd out by the media. 

Marked by a blend of compassion for 
the victims among whom the organisation 
worked, and condemnation of the big 
powers that allowed them to be massa¬ 
cred, the speech drew u|X>n first hand 
experiences of the medical workers of the 
MSF - one of them being a young African 
woman whose entire family was wiped out 
in a civil war. Narrating his own experi¬ 
ences, Orbinski lecalled the last words of 
a dying Rwandan woman, her body and 
face mauled and scarred by hatchets - 
“Courage! Have courage!” In such a con¬ 
text, he felt that ‘silence kills’. He there¬ 
fore decided to .speak out agaiast the big 
powers as well as the UN, whom he accused 
of not attempting at an early stage to prevent 
the outbreak of civil wars, and of armed 
intervention at a later .stage which instead 
of being able to put an end to the conflicts 
led to further loss of civilian lives. Refer¬ 
ring to the latest in the scries of such 
conflicts, he made a .special appeal to the 
Ru-ssian delegates who were present at the 
award giving ceremony, to persuade their 
government to desist from the continuing 
bombing on civilians in Chechnya. 

LEARNING LOADS 

Weighty Issue 

ARE the daily loads that schoolchildren 
carry to school every day rendering them 
prone to chronic backache? While a 
commonsensical answer, in the positive, 
may be a sufficient reason for individual 
parents or even schools to take some action, 
the growing weight of the school bag over 
the years has also been regarded as man¬ 
datory to the expanding syllabi that chil¬ 
dren cover in schools. There has, never¬ 


theless, been considerable concern even 
in the west in recent yearsabout the bulging 
and heavy school bags small children carry 
all over the world, although little serious 
inquiry into the subject has been con¬ 
ducted. Now comes some scientific indi¬ 
cation that the child’s backpack or school 
bag may indeed be a direct cause of some 
disability in adulthotxl. 

Prompted by frequent cases of back pain 
among small children in an area of Italy, 
re.searchcrs undertook a study of class 6 
(mean age 11.6years) in a school catchment 
area near Milan. Tliey found that children 
typically carried an average daily load of 
9.3kgandamaximumloadof 11.5 kg which 
was 22 per cent and 36.4 per cent of their 
body weights. Translated, this is the equiva¬ 
lent of an 80 kg adult carrying a daily 
average load of 17.6 kg and a maximum 
load of 22 kg which far exceed the occupa¬ 
tional load limits prescribed in Italy. No 
limits, says the study, have been develop¬ 
ed in Italy for schoolchildren. I'hc report, 
points out that the rates of back pain in chi I 
(Iren are approaching those among adults. 

The weighty .schcMtl bag. it may well be 
pointed out, is the least of the worries of 
the Indian school system beset by more 
fundamental problems. Moreover, a huge 
proportion of .schoolchildren in India have 
neither btmks nor bags. All the same, the 
study should be a pointer to the close 
connections tluit exist hetween develop¬ 
ments in dilTcrent and apparently unrelated 
areas. The evidence that the increasingly 
va.st school sy llahi, lack of space in schools 
which nece.s.sitatcs the daily movement of 
btxiks fmm home to schiml and methods 
of leaching which demand that the child 
continue with schooiwork in what should 
be leisure hours aie actually contributing 
to ill-health in adulthootl should pnmtpt 
a more holistic approach to reforms in the 
.school system. The Maharashtra govern¬ 
ment, for instance, allcmpted to put a limit 
on the load of sch(x)l bags. Government- 
run and supported schools prescribed size 
and weight limits and even attempted to 
administer these norms by public weigh¬ 
ing of school bags suspected to be above 
the norm. Unfortunately, it was not ad¬ 
equately accompanied by a shrinking of 
workloads for children and a change in 
methods of teaching or for that matter hy 
schemes to provide space for childrcti to 
leave their books in school. And then 
again, without a change in the system <if 
evaluation, it would be itnpossihic to 
persuade parents to allow citildren ‘free* 
time after .schtMtl without spending lime 
on ‘homework’ at home. 

Since little change is i<» be expected in 
thc.se re.spects here, tlie Milan study has 
a cautionary les.son for our country' s health 
sy.stcm - expect back problems to become 
a major illness syndrome among children 
and adults in the years to conic. 
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M N Srinivas: A Personal Note 


KSK 

IT was in the early 1940s that 1 Hfst met 
M N Srinivas in Mysore, where he was 
Chamu to everybody - just as his elder 
brother, M N Paithasarathy, the city’s 
prominent cricket buff, was Pachu to all. 
By then Chamu had spent some years at 
the Bombay University’s School of Eco¬ 
nomics and Sociology (USES), special¬ 
ising in sociology. At his persuasion, I 
went over to Bombay to join the USES 
and thus started a journey that took me 
to places I had not foreseen - except that 
both Chamu and I viewed our stint at the 
USES as preliminary to a higher degree 
at Oxford or Cambridge as was the fashion 
those days. Amongst the undreamt of 
events (in my ca.se at least) was meeting 
SachinChau^uri.whoalsowasinasort of 
way connected with USES. Of this later. 

For the next few years, Chamu and I 
shared a room in the University Hostel, 
opposite the Marine Lines station. Though 
Srinivas’ principal interest was sociology, 
it was not confined to that subject. It 
ranged over politics and economics, his¬ 
tory and language, literature, food and 
beverages, cricket, and so on. There was 
never a lack of subjects to discuss with 
him, whether we were sitting in India 
Coffee House, drinking coffee, or enjoy¬ 
ing curd-rice or do.sa at Ramdev’s on 
Apollo Street or walking back late in the 
evening to the hostel. He had a phenom¬ 
enal memory for detail, a faculty which 
made a trernendous difference to his 
sociological contributions. He was argu¬ 
mentative in those days, and evinced quite 
often traces of intellectual hauteur. More 
than all, he had a strong sense of the absurd 
and no matter what or who the discussion 
was about, he could find enough that was 
incongruous and laugh at it heartily. 

Conditions at that time were such that 
there was no shortage of grist to his mill. 
USES had an odd collection of people, 
both at the faculty level and as re.searchers, 
who were engaged in activities that went 
beyond the confines of academia. Second 
world war was raging fiercely in both the 
western and eastern theatres; within the 
country, the ‘Quit India’ movement had 
gathered momentum, elevating political 
tension to previously unknown levels; 
simultaneously, a variety of ‘plans’ for 
independent India were being formubted 
by political parties, individuals and groups. 
Differences between the Congress and the 
Muslim League were gening wider, and 
fears of partition accompanied by commu¬ 
nal conflict filled the air. Spending for the 
war had activated inflationary pressures 
in the country. And so on. USI^ provided 
for us a platform where all these could be 
discuss^ freely often fiercely, especially 


when the Communists turned upnnd joined 
the fray. The remarkable thing was that 
in thisenvironment, though wefoundmuch 
to argue about, we also could find as much 
to laugh about - thanks mainly to Srinivas. 

It was at around this time that I met 
Sachin Chaudhuri in Qiamu's company. 
Sachin hardly ever came to the US^ 
those days; he was then General Manager 
of BombayTalkies,afiImcompany associ¬ 
ated with Devika Rani and Himansu Rai. 
Sachin had a swanky office on Churchgate 
Street, and at that first meeting he carried 
himself well in a dress - shirt and tie - an 
outfit in which I did not see him again in 
later years, ft was during that medting that 
Sachin brought up the idea of publishing 
a journal like The Economist of London 
- not, of course, a copy but something 
tailored to suit our needs. Some perfunc- 
tionary discussion of what objectives to 
seek, what kind of audience to address, 
who will finance it and under what con- 
diUuns and soon ensued. But it was obvious 
that the journal was as yet a beam in 
Sachin’s eye. None of us had any set idea 
on these issues and naturally no conclu¬ 
sions were reached - except that the 
journal's scope should be broad and open 
to free thought. Things had to wait until, 
after the war, the question of India’s inde¬ 
pendence had been settled, and adequate 
financial backing was secured. However, 
Sachin left us with the impression that he 
would be discussing the project with seve¬ 
ral others and would come back to us later. 

Chamu and I, however, kept mulling 
over the pioject along with others at the 
USES. In the meantime, G N Acharya, a 
common friend of ours who had long been 
associated with The Bombay Chronicle, 
had agreed to edit a monthly and started 
pressing us for contributions. Several 
discussions with Acharya left us with the 
feeling that there was, indeed, a great need 
for public debate on the country’s chronic 
problemsof poverty, economic backward¬ 
ness, communal strife, caste and so forth; 
and that a responsible platform for such 
debate could be provided by a journal of 
the kind Sachin and Acharya were, in their 
respective ways, thinking about. Further, 
it braame clearto many of us that whatever 
our research commitments, contributing 
to public understanding of the challenges 
that free India would have to face in the 
future was important. And that any at¬ 
tempt in that direction merited whatever 
support we could offer. 

Acharya did start a journal in 1944 or 
so. but it did not survive for long. But our 
meetings with Sachin had restarted, both 
jointly and individually. Sachin and Chamu 
were liberals in the full sense of the term. 


They believed strongly in democracy, 
freedom of thought and expression, arid 
social development whose concrete evi¬ 
dence lay in improvement in the quality 
of life - not for a few but for die generality 
of pei^le. While there was no denying the 
necessity of economic growth for social 
betterment, much more was needed to 
make life not just livable but enjoyable. 
With his deep knowledge of Indian soci¬ 
ety, Chamu never tired of emphasising the 
n^ for social and economic' structures 
having to change in harmony - since a 
change in one always had its counterpart 
in the other. Economic policy, he argued, 
did not operate in a vacuum, but in the 
context of given social and political en¬ 
vironments. Radical economic policies 
would require radical social changes also; 
if this was not appreciated, the results 
might prove disastrous. I believe some of 
these discussions left a lasting impression 
on Sachin, as is evident from the shape 
he gave subsequently to The Economic 
Weekly (EW). 

When EW actually got started, neither 
Chamu nor I was in India. But both of us 
kept in touch with Sachin, and this rela¬ 
tionship became much closer after we 
returned to India in the early 19S0s. Srinivas 
went to Baroda where he set up the 
University’s new Department of Socio¬ 
logy and I joined the Reserve Bank of 
India in Bombay. The remarkable .set of 
village studies which appeared inEW (and 
which were later published as a book) was 
largely a consequence of Chamu’s influ¬ 
ence over the new generation of .sociolu- 
gists and social anthropologists who had 
started working in various parts of the 
country. More importantly, Srinivas was 
among the few persons with whom Sachin 
kept in continuous touch - seeking advice, 
cajoling articles or book reviews, or just 
scouting for new ideas over a drink in the 
evening. Chamu and Sachin had person¬ 
ality differences - one was meticulous in 
everything while the other loved to be 
expansive (and expensive); one tended to 
be conventional in the British sense while 
the other was typical bhadralok: one ten¬ 
ded to be a scientist, the other an artist. 
Neverthele.ss, they obviously respected 
each other, and each contributed to the 
other’s Weltanschaunng considerably. 

Srinivas's influence on the journal con¬ 
tinued long after Sachin Chaudhuri’sdeath. 
He served as a member of the board of 
trustees oftheSameeksha Trust from 1966 
to 1999 and as chairman ofthe board from 
1991 to 1998. Early in 1999, he resigned 
from the Trust due to the pressure of 
multifarious other activities into which he 
was drawn as an internationally reputed 
sociologist and as an active citizen. For 
me, a friendship of nearly 60 years has 
ended, leaving a variety of pleasant memo¬ 
ries of a good friend and a brilliant scholar. 
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CURRENT STATISTICS gpiy Research Foundation j 

Rise in life expectancy at With is leading to more oM p^Ie above 60 years. Birth rates, fertility rates and infant mortality rates have been declining- 
changes in the sex ratio, Imwever, have been hardly noticeable. Literacy and education levels among females are improving, slowly. Medical facilities 
- thiciurs, hospital beds and primary health centres - have grown, but information on their distributional profile and their quality is .scanty. 

Macroeconomic Indicators 


Variation (Per Cent!' IHtinl-lu-Point 
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100.00 
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-1.1 

2.8 
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3.5 
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4.8 

5.3 

6.9 

50 

Pnmary Anicles 
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.389.7 
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IS 
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Cost of Living Indices 
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Agri Lab (1986-87=100) (Link factor 5.89) 310.0* 

0.6 




mm 


3.8 


Ba 

11 1 


Money and Banking (Rs cnire) _ Van alitm____ __ 

dec 3. _JrissatLXcatiiuJ'jit—-.. 

199*) Over Month Over Year I999-20IX) 1998-99 1998-99 1997-98 1996-97 


Muncy Supply (Ml) 

IIX>7l24«s 

6327(0.6) 

14795(816. n 

94919(9 8) 

97842(11.9) 

1508720 8.4) 

11948(07.0) 

9784106.2) 

Currency with Public 

188805 

-8191-0.4) 
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1.5775(10.8) 
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1.349200.2) 
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Deposit with Banks 
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1267880 8.9) 

105647(18.6) 

8416207.5) 

Net Bank Credit to Govt 

4.37771 

420(0.1) 

56)05(14.7) 

50621X13 1) 

510690.5.4) 

56554(17.1) 

4I97K04.5) 

30841X12.0) 

Bank Crcilit to CoiiunI Sccioi 

521.3181 

-H28(-0.2) 

71478(15.9) 

30936(6.3) 

16.512(3.8) 

570.540 3.2) 

.57(8)305 1) 

31659(9.2) 

Net Foreign Exchange Assets 

1876(M 

2.301(1.2) 

3174.5(20.4) 

10826(6.1) 

17764(12.9) 

2626809 0) 

32598(.U).9) 

23356(28.4) 

Reserve Money (Dec 10) 

264250 

-8822(--3.2) 

17746(7.2) 

4879(1.9) 

20102(8.9) 

3296904.6) 

26417(13.2) 

.5527(2 8) 

Net RBI Credit to Centre* 

IS586I 

-2244(-l.4) 

2131(1 4) 

10444(7 2) 

2011.3(15.1) 

11801(8.8) 

12915(10.7) 

1934(1.6) 

RBI Credit to Dks/Comm .Sector 

17783 

-9583(-.350) 

-2142i- 10.7) 

-7704(.30.4) 

4643((.30.4) 

10206(66.8) 

20290 5,3) 

-15557(-54.0) 

Scheduled Comnien.-ial Banks iDec .3) 









IX-posiLs 

774%2(i* 

.5688(0.7) 

10/197(15.2) 

609.37(8.5) 

7428102.4) 

lt5S4(XI9.3) 

92886(18.4) 

71780(16.5) 

Advances 

396204 

2217(0.6) 

5862.1(17.4) 

27367(7.4) 

13501(4 2) 

447590 3.8) 

456760 6 4) 

24387(9.6) 

Noii-FikxI Advances 

372180 

1.372(0.4) 

5(8i06( 15.7) 

2()I.59(.5 7) 

'1981(3.2) 

40427(13.0) 

4079(X 1.5.1) 

26.58(X 10.9) 

Inve.sttnents (for SLR purposes) 

303891 

12454(4.3) 

.53188(21.2) 

49297(19.4) 

319980 4 6) 

.358900 6.4) 

2819204.8) 

2.57.3105.6) 

Commercial Invc.siments and 









bills rcdiscuunled with FIs 

55993 

-154(-0.3) 

13404(31.5) 

7334(15.1) 

10576(33.(1) 

16645(52.0) 

12472(63.1) 

4168(27.1) 


& Includes Rs 17,945 cnire on aa'oiinl of proceeds frotn KIBs since August 28.1998; esctuding them the year-on-yrar and the 1998-99 fiscal year growth of money supply 
wraildlic I6.4pcrccniand 162 percent, respectively. Ukewisc.l>ankili!positswilhnulKIHsfiew by 15 6 per cent and 16.3 percent, lexpalively.Sallcrckisuie of govemineniacvtwnls. 


Index Numbers of Industrial 
Praducti(m (1993-94=100) 

Weights 

Oclober 

Fiscal Year .So F'ar 

Full I'iscal Year Averaees 


1999 l‘)99-2000 l•)98-‘)9 

1998-99 l9‘)7-98 

1996 97 

199.5-96 

I9')4 95 

General Index 

KXl.OO 

145.6 

146.5(6.9) 137.1(3.4) 

143.1(4.0) 137.6(6.6) 

129.0(5.5) 

122 3(12.8) 

108.4(8.4) 

Mining and Quarrying 

10.47 

117.9 

116 1(0.2) llS.9(-0.4) 

I20..3(-1.8) 122.4(5.9) 

ll5.6(-2.()) 

117.9(9.6) 

107.6(7.6) 

Manuiacluring 

79.36 

149.7 

150.6(7.5) 140.1(3.5) 

146.7(4.4) 140.6(6.7) 

131.8(6.7) 

123.511.3 8) 

108.5(8 .5) 

Seclricily 

10.17 

142.6 

146.1(8.1) 13.5.2(6.3) 

138.4(6.4) 130.0(5 6) 

121.9(3.9) 

117.3(8 1) 

108.5(8.5) 



Dec 24. 

Month 

ri BstVI 

EoiLijf Fi.'caJJi'cM _ 

Capital Market 


1999 

Ago 

Ago Tniugh Peak Trough Peak 

l')98 9<J 

1997-98 

I'Wi-'J? 

BSE Sensitive Index (1978-79=100) 

4875(67.9) 

4686 

2904(-19.5) 3245 5075 2783 4281 

374(X- 3.9) 

38<)3(I5.8) 

3.30l(-0.7) 

BSE-100 0983-84=100) 


2524(95.0) 

2222 

I294(-I7.2) 

1409 2.564 1242 1890 

165l(-2 7) 

I6‘)7(l,5.')) 

1464( *5) 

BSF--200 (1989-90=100) 


574(91.1) 

518 

30(X-I4.0) 

322 584 289 429 

381X0.8) 

.377(14.9) 

.(28( 5.0) 

S and P CNX-SO (Nov 3, 1995=1000) 

1459(73.3) 

1395 

K42(-20 1) 

931 ISOS 812 1213 

l078(-3.5) 

1117(1.5.4) 

'AiK 

Skindia GDR Index (Jan 2,1995=1000) 

1140001.5) 

940 

.566(-36.9) 

581 1142 SIS 1015 

6.5.3(-30.5) 

V4(KI.I) 

93IX-4.4) 

Foreign Trade 

Ocuihrr 


Fiscal Year So Far 

Full Fiscal Year 




1999 

1999-2000 

1998-9<J 

1998-99 1997-98 

I9‘76'J7 

1995-96 

Exports: Rs cture 

13708 

89697(12.1) 

79981( 10.5) 

141604(8.8) 130101(9.5) 118817(117) 

llKi5.53(2« 6) 

USSmn 

3155 

20761(8.5) 

19I33(-4.9) 

33659(-3.9) 35006(4.6) 

3.347(X.5..3) 

11797(20 8) 

Imports: Rs crore 

169.39 

11474600.6) 

103779(25.0) 

176099(14.2) 1.54176(11.0) 1.38921XH.2) 

I2267K(3<,.3) 

USSmn 

3898 

26559(6.8) 

24860(7.7) 

41858(09) 41484(60) 

.39132(6.7) 

Wi78(28.t)) 

Non-POL US S mn 

3082 

21279(-0.5) 

21382(16 4) 

3542.5(6.3) 33.321(14 5) 290961 0 2) 

29152(28 1) 

Balance of Trade: Rs cnire 

-3231 

-25048 


-23798 

-34495 -24076 

20103 

16325 

USSmn 

-744 

-5798 


-5727 

-8199 -6478 


.5(i6.) 

-4881 



Dee 17. 

Dec 18. 

March 31. 



Variation Over 





Foreign Exchange 

Reaervea (excluding gold) 

1999 


1999 

Month 

Ago 

Year 

Ago 



)9«)7-98 

199(1 97 

19')5-96 

19')4 95 

Rs crore 

136410 

114443 

125446 

2725 

21967 

10964 11932 

229.35 

22137 

21(i49 

-7.102 

18402 

USSmn 

3I3SI 

26781 

29530 

541 

4570 

1821 80S 

3554 

,3607 

5243 

-3690 

5640 


Nates: (i)Superscripl numeral denotes month towhichfigurerelales, eg, superwripl 11 slandsfofNuvember;(ii)FtgUFCsirhrai.kelsarepcrceniagcvirialH>n'i>serlhrspecitird 
or over the comparable period of the previous year. 
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Social Statistics 

1 Population Characteristics 


2001 

199l'» 

1981 

« 

1971 

1961 

1951 

(Million) 


(Pnijeciion) 











Population 


1012 

100.0 

846 


lOO.O 

683 m.o 

548 100.0 

439 

100.0 

361 

100.0 

Below 15 years 


NA 


312 


36.9 

263 

38.5 

230 42.0 

180 

41.0 



Between 15 and 60 years 


NA 


473 


55.9 

377 

55.2 

285 52.0 

234 

53.3 



Above 60 years 


72. 

7.1 

61 


7.2 

43 

6.3 

33 6.0 

25 

5.7 



Male 


S24 

SI.S 

439 


51.9 

353 

51.7 

284 51.8 

226 

51.5 

186 

51.4 

Female 


489 

40. S 

407 


48. t 

330 

48.3 

264 48.2 

213 

48.5 

175 

48.6 

Stfx Ratio (Females per HKX) males) 



927 



934 ' 


930 

941 


946 


Scheduled Caste 


NA 


140 


16.5 

108 

15.8 

80 14.6 

65 

14.7 



Scheduled Tribe 


NA 


68 


8 

53 

7.8 

38 6.9 

30 

6.8 



Rural 


721 

71.2 

629 


74.3 

524 

76.7 

439 80.1 

360 

82 

299 

82.7 

Urban 


291 

28.8 

217 


25.7 

159 

23.3 

109 19.9 

79 

18 

62 

17.3 

Popmilation by religion (million)^ 













Hindus 


NA 


687.6 


81.3 549.7 

80.5 

453.4 82.7 

366.5 

83.5 

303.6 

85.0 

Muslims 


NA 


101.6 


12.0 

75.6 

U.l 

61.4 11.2 

46.9 

10.7 

35.4 

9.9 

Sikhs 


NA 


16.3 


1.9 

1.3.1 

1.9 

10.4 1.9 

7.8 

1.8 

6.2 

1.7 

Chri.stiuns 


NA 


19.6 


2.3 

16.2 

2.4 

14.2 2.6 

10.7 

2.4 

8.4 

2.4 

Others 


NA 


13.4 


1.6 

10.7 

1.6 

8.7 1.6 

6.9'' 

1.6 

3.6 

1.0 

2 Population Growth and Fertility 


19‘)7* 1996' 

1995' 

1994' 

1993' 

1991' 

1986 1981 

1976 

1971 

Birth Rate 

Rural 


28.9 

29.3 


30 

30.4 

30.4 

30.9 

34.2 

35.6 

35.8 

38.9 

(per l(X)0 people) 

Uiban 


21.5 

21.6 


22.7 

23.1 

23.7 

2*4.3 

27.1 

27 

28.4 

.30.1 


Combined 


27.2 

27.5 


28.3 

28.7 

28.7 

29.5 

.32.6 

33.9 

34.4 

36f9 

Death Rate 

Rural 


9.6 

9.7 


9.8 

lO.I 

10.6 

10.6 

12.2 

13.7 

16.3 

16.4 

(per KXX) people) 

Urban 


6.5 

6.5 


6.6 

6.7 

S.8 

7.1 

7,6 

7.8 

9.5 

■ 9.7 


Combined 


8.9 

9 


9 

9.3 

9.3 

9.8 

II.1 

12.5 

15 

14.9 

Natural Growth Rate 

Rural 


19.2 

19.6 


20.2 

20.4 

19.8 

20.3 

22 

21.9 

19.5 

22.5 

(per lUIX) people) 

Urban 


15 

1.5.1 


16.1 

16.4 

17.9 

17.2 

19.5 

19.2 

18.9 

20.4 


Combined 


18.3 

18.5 


19.3 

19.4 

19,4 

19.7 

21.5 

21.4 

19.4 

22 

Total Fertility Rate 

Rural 


NA 

NA 


3.9 

3.8 

3.8 

3.9 

4.5 

4.8 

5 

5.4 

(Average births in the 

Urbnn 


NA 

NA 


2.6 

2.7 

2.8 

2.7 

3.1 

3.3 

3.6 

4.1 

life of a female) 

Combined 


NA 

NA 


3.5 

3.5 

3.5 

3.6 

4.2 

4.5 

4.7 

5.2 

Infant Mortality Kale 

Rural 


77 

77 


80 

80 

82 

87 

105 

119 

139 

138 

(per tlNX) live births) 

Urban 


45 

46 


48 

52 

45 

53 

62 

62 

80 

82 


Combined 


71 

72 


74 

74 

74 

80 

96 

no 

129 

129 

Life Expectancy at Birth (years) 


NA 

62.4 


NA 

NA 

NA 

59.4 

NA 

50.4 

NA 

45.6 

.) Education 

9% 19*J0- 1980- 1970- I960- 

1950- 

4 

F.xpansion of Health Services (in numbers) 






-97P 91 

81 

71 61 

51 


Item 



1997 1996 1992 

1981 

1971 

1961 

1 Literates per ihousauul population 













Male 

NA 641' 469*' 

395 344 

250 

1 

Medical Colleges' 


165 165 146 

III 

98 

60 

Female 

NA 393' 248'" 

187 130 

79 

2 

Hospilals' 



NA 15097'' 13692 

6804 

3862 

3094 

Persons 

b20 522' .362'' 

295 240 

167 

3 

Dispensaries' 


NA 28225'' 27403 

16751 

12180 

9406 






4 

Community health centres* 

2628 2572 2186 

217 

0 

0 

Girls enrolled |ier lUO boys in 





5 

Primary Health Ceniresi 

22446 21917 20701 

5740 

5117 

2565 

Primaryil-Vl 

77 71 

63 

60 48 

.39 

6 

Sub-centres* 


136.379 134931 131370 

51405 

28489 

. 

Middle(VI.VIII) 

66 58 

49 

41 32 

18 

7 

Hospital beds (all types)' 

NA 870161^ 834650 

.569495 

348655 230000 

Secondary (IX-XII)' 

59 5(1 

44 

35 23 

16 

8 

Doctors' 



484401 375291 .395851 

268712 

151I2S 

8.37.56 

Colleges and Univeisilics 





9 

Dentists' 



NA 23953*' 11300 

8648 

5512 

3582 

for general education 

.5<|K 50« 

42 

27 21 

11 

10 Nurses' 



NA 56.5696 385410 

154280 

80620 

35584 


hirf. (a) Includes the interpolated population of Assam where census could not be held owing to the distuibed conditions then prevailing there 

(hi Includes the projected population of Jammu & Kashmir where census could not be held owing to the disturbed conditions prevailing there. 

(c) l-igures for I'JKI and 1991 do not include breakup of the population of Assam (estimated 199 lakhs) and Jammu and Kashmir (estimated 77 lakhs 
icspcctively where census was not held in respective years. & Bxcludcs Jammu and Kashmir 

(d) The sharp increase was due to the neo-Budhisi movement. 

(c) Excludes Jammu and Kashmir. For 199S excludes Mi/orani also. NA Not Available. 

(f) Includes enrolment of high/post basic schools, higher secondary (old paitem), 104-2 pattern and Intermediate 

(g) Excludes professional, technical and special courses 

(h) Excludes Assam 

(i) As on December .'11 
(Jl Ason Mareh .11. 

(k) Ason.M-12-l<>9.S 

Figures in italics are percentages to total popuhtion. 
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COMPANIES 


EPW Research FoundatiOE 


ahmedabad electricity 

Reinforcing Distribution 
System 

ahmedabad electricity com¬ 
pany (AEC), which was in the news a 
while ago for its takeover by the Torrent 
group, performed well in 1998-99. While 
sales (including output of the power 
services and fly ash divisions) increased 
by 6.3 per cent over the previous year, 
operating profit improved by 14.4pcrcent 
over the same period. With interest charges 
being lower by 17.3 percent, the compiiny’s 
bottomline surged byS0.4percent. While 
earnings per share increased from Rs 4.7 
to Ks 7.1, the company’s book value rose 
from Rs 68.6 per share to Rs 77.4 per 
sliore. Encouraged by its performance, the 
company raised the dividend from 22 per 
cent to 25 per cent. The company’s stock 
pre.scntly quotes at around Rs 65 on the 
bourses, discounting its 1998-99 earnings 
by nine times. 

During the year under review, AEC 
achieved its highest ever generation with 
a plant load factor of 75.4 per cent and 
plant availability factor of 88 per cent, 
which is the highest for a power plant of 
it.s age. Though total sale of electricity 
increased marginally, .sale of energy to HT 
consumers has declined, which could be 
an area for concern. The company is being 
forced to back down its own generation 
particularly during the winter months 
hccau.se of the commissioning of IPPs in 
the state and the consequent lowerdemand 
from the Gujarat Electricity Board (GEB). 

Meanwhile the company plans to further 
strengthen itsdistribution system by setting 
up EHV stations at ISRO and NICOL. It 
has already commissioned a 220 K V recei¬ 
ving station at NICOL which would 
establish a strong link between the AEC 
and GEB system and ensure reliable and 
stable supply of energy to the company’s 
con.sumers. 

The company had earlier hiked its tariff, 
but decided to withdraw the hike following 
representations from trade and various 
other bodies. About 8.4 lakh cotuumers 
representing about 94 per cent of the 
company’s customers will benefit from 
this move. The 10 per cent tariff hike 
announced by AEC earlier was expwted 
to impose a burden of about Rs 75 crore, 
inclusive of electricity duty and taxes, on 
consumers. 

Meanwhile the Torrent group is said to 
be considering restructuring its power 


business, nearly three years after it built 
it up through a spate of acquisitions. It will 
be remembered that the group acquired 
AEC by staving off a counter-bid by Nusli 
Wadia-controiled Bombay Dyeing. Soon 
after the group also acquired another power 
utility, Surat Electricity. The two acqui¬ 
sitions gave Torrent exclusive power 
distribution rights for Ahmedabid and 
Surat. 

KEC INTERNATIONAL 

New Markets 

KEC International, part of the Mumbai- 
based RPG Enterprises, performed well in 
1998-99. While net sales improved by 
55.5 per cent over the previous year, the 
company’s oixmting profit rose by 39.7 
per cent. However, sharp increases in 
interest charges (up 25.2 per cent) and 
depreciation (up 60.1 per cent) led to a 
somewhat lower increase in the company’s 
botiomline (higher by 8.7 per cent). The 
company maintained the dividend rate at 
last year’s level of 32 per cent. The 
company’s performance during the year 
was affected by competitive pressures on 
prices, besides higher interest rates. 

KEC International is the largest player 
in the field of transmission line projects 
in Asia and one of the leading players in 
the international market. The company's 
continued thrust in the international market 
helped it secure orders in new markets like 
South Africa, Mozambique and Argentina. 

The company has been unable to 
commence execution of a project valued 
at $167 million from the Madhya Pradesh 
Electricity Board due to delay in certain 
formalities pending from the client’s side. 
However, the company expects to achieve 
the financial closure during the current 
year and commence project execution. 

Meanwhile, the company has bagged a 
Rs 41 crore contract with the Abu Dhabi 
Electricity and Water Authority (ADWEA) 
for installation of a 33 kva 92 km trans- 
mis.sion line in the Abu Dhabi Emirate. 
The contract, signed in the first week of 
April this year, involves installation of a 
transmission line in the Abu Dhabi-AI Ain 
area for distribution of power in the agri¬ 
cultural belt area. The project, expected 
to be completed in less than 24 months, is 
among several projects in the U AE’s power 
sector that KEC has been working on. 

The Indian firm has built a total of 
790 km of transmission lines on a turnkey 
basis since it initiated operations in the 


UAEin 1991. While nine of these project! 
have been for ADWEA, four have beer 
forthe Dubai Electricity and Water Autho¬ 
rity and one project for the Sharjah 
Electricity and Water Authority. A majoi 
which is in the final phase of completior 
is the Rs 260 crore 4(X)kva transmissior 
line stretching over a distance of 200 km 
in the Abu Dhabi Emirate. The projeci 
involves setting up of the line betweer 
Shahama and Mirfa in the Emirate 
A .small project in Sharjah for iastallatior 
of a 16-km transmission line is also due 
for completion. 

Meanwhile, the long [xsnding mergei 
between KEC International and anothei 
group company RPG Transmission ha! 
received another setback with a single¬ 
judge bench of the Bombay High Court 
orally rejecting a petition filed by KEC 
International for the merger. Apparently 
the amalgamation petition has beer 
rejected following the intervention ol 
employee shareholders. 

TATA POWER 

Expanding Operations 

A part of the Tata Electricity Companic! 
(TEC), Tata Power failed to imprc.ss it 
1998-99. While total income declined b] 
2.6 per cent over the previous year, th< 
company’s operating profit was stagnant 
A 12 per cent increase in interest charge: 
.saw the company’s botiomline rise by i 
mere 1 per cent. With earnings per shan 
constant, the company decided to mainlaii 
the dividend at 37 per cent. 

TEC consists of two other companies 
Tala Hydro and Andhra Valley Powci 
The three companies operate as one bu 
share the prorits/los.ses in a fixed ratio 

In a bid to expand it.s activities uutsidi 
the licence area allotted to it. Tata Powe 
has now chalked out an investment plat 
of Rs4,800crore over the next three years 
Projects valued at Rs 2,600 crore hav< 
already commenced. Tliis move is cxpectcc 
to fiirther spread the TEC’s activities intr 
Bihar, Karnataka, Madhya Pradeiih, Oriss: 
and other states. TEC alsoplans to cstahlisl 
a new joint venture with Total of Franci 
for the storage and distribution of I .iqucficc 
Natural Gas in the state. 

Theabovc projeci propo.sals arcexpccieti 
to enhance generation by over 6(X) MW. 
improve efficiencies in the existing unit.s. 
provide fur es.sentiai replacements and 
launch the company’s entry into the LNC 
business. 
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The Wcek’i CompaniM 


iRstakhi 


AbidcdaiMMi 


Tata 


KEC 


Ftnancial Indicators 

March 

■ 

March 

March 

March 

March 

March 


1999 

1998 

1999 

1998 

1999 

1998 

Incomc/approprlatloM 







1 Nei sales 

86221 

81043 

115135 

119532 

104999 

67533 

2 Value of production 

86221 

81043 

115642 

119940 

105271 

67330 

3 Other Income 

1878 

1766 

10518 

9515 

3375 

3588 

4 Total income 

5 Raw maierials/stores and 

88099 

82809 

126160 

129455 

108646 

70198 

spares consumed 

1781 

2155 

417 

418 

56743 

30973 

6 Other manufacturing expenses 

57938 

56693 

60248 

64678 

19565 

16954 

7 Remuneration to employees 

8902 

7725 

6391 

5052 

7278 

6089 

8 Other expenses 

3440 

2216 

12855 

13119 

15061 

9743 

9 Operalinn profit 

16038 

14020 

46249 

46188 

9999 

7159 

10 Interest 

4404 

5328 

9889 

8831 

6813 

5440 

11 Gross prrfit 

11703 

8804 

33991 

33804 

4696 

3703 

12 Depreciation 

7150 

5785 

9461 

9170 

1678 

1048 

13 Profit before tax 

4552 

3018 

24521 

24620 

3018 

2655 

14 Tax provision 

41 

18 

7887 

8157 

425 

270 

15 Profit after tax 

4511 

3000 

16634 

16463 

2593 

2385 

16 Dividends 

1826 

1554 

4774 

4732 

1376 

1214 

17 Retained profit 

LlablllUes/asseU 

2685 

1446 

11860 

11731 

1217 

1171 

18 Paid-up capital 

11327 

6477 

11545 

11522 

4976 

3901 

19 Reserves and surplus 

42664 

37053 

131952 

120842 

27799 

26597 

20 Long-term loans 

28672 

33457 

143921 

132530 

44964 

30930 

21 Short-term loans 

931 

3586 

2012 

1672 

12446 

13285 

22 Of which bank borrowings 

931 

3586 

38 

NA 

9205 

8363 

23 Grtm fixed assets 

116499 

107208 

189509 

174736 

24582 

23037 

24 Accumulated depreciation 

42300 

35578 

52370 

43164 

7712 

6173 

25 inventories 

9143 

10584 

13383 

11217 

7962 

6328 

26 Total assets/ll^ilities 
MbcellaiMouB Items 

116555 

109992 

330755 

302283 

145362 

116847 

27 Excise duty 

N A 

N A 

IS 

37 

788 

940 

28 Gross' value added 

24541 

21570 

38582 

36776 

17742 

14877 

29 Total foreign exchange income 

825 

NA 

3455 

4010 

84826 

49938 

30 Total foreign exchange outgo 

1528 

1386 

24800 

33184 

65724 

33608 

Key tlnartclal and performance ratios 






31 Turnover ratio 







(sales to total assets) (%) 

73.97 

73.68 

34.81 

39.54 

72.73 

57.80 

32 Sales to total net assets (%) 

33 Gross value added to 

103.14 

100.58 

39.78 

44.84 

116.43 

90.39 

gross fixed assets (%) 

21.07 

20.12 

20.36 

21.05 

72.17 

64.58 

34 Return on investment 







(gross profit to total assets) (%) 

10.04 

8.00 

10.28 

11.18 

3.23 

3.17 

35 Gross profit to sales 







(gross margin) (9!i) 

13.57 

10.86 

29.52 

28.28 

4.47 

5.48 

36 Operating profit to sales (%) 

18.60 

17.30 

40.17 

38.64 

9.52 

10.60 

37 Profit before tax to sales (%) 

38 Tax provision to 

5.28 

3.72 

21.30 

20.60 

2.87 

3.93 

profit before tax (%) 

0.90 

0.60 

32.16 

3.3.13 

14.08 

10.17 

39 FVofit after tax to net worth 







(return on equity) (%) 

8.36 

6.89 

11.59 

12.44 

7.91 

7.82 

40 Dividend (%) 

25.00 

22.00 

37.00 

37.00 

32.00 

32.00 

41 Earning per share (Rsj 

7.13 

4.74 

14.41 

14.29 

7.46 

7.17 

42 Book value per share (Rs) 

77.43 

68.56 

124.29 

114.88 

87.58 

87.42 

43 P/E ratio 

44 Debt-equity ratio 

9.12 

NA 

5.14 

NA 

8.71 

N A 

(adjusted for revaluation) (%) 

5.3.11 

76.86 

100.30 

100.13 

140.76 

104.31 

45 Short-term bank borrowings 







to inventories (%) 

10.18 

33.88 

0.28 

NA 

115.61 

132.16 

46 Sundry creditors to 

sundry debtors (%) 

47 Total remuneration to employees 

118.58 

100.15 

112.50 

81.75 

57.61 

38.32 

to value added (%) 

36.27 

35.81 

16.56 

13.74 

41.02 

40.93 

48 Total remuneration to employees 







to value of production (%) 

10.32 

9.53 

5.53 

4 21 

6.91 

9.04 

49 Gross fixed assets formation (%) 

8.67 

9.53 

8.45 

6.43 

6.71 

19.18 

50 Growth in inventories (%) 

-13.61 

19.84 

19.31 

-7.24 

25.82 

-12.14 


NA: means not available. 


Meanwhile, necessary orders for 
equipment andcivilworicsfcH'the company 
2X120 MW unit at Jojobera, Jamshedpur, 
have been issued. The project is on 
schedule and it is expected that the first 
unit wilt be commissioned by December 
2000 and the second unit a year later. In 
another move, the power purchase 
agreement for the 81.3 MW diesel'based 
power plant at Belgaum, Karnataka, was < 
signed with the Karnataka Electricity 
Board. 

The TEC's project for replacement of 
the old 6X12 MW hydro units by new 
3X24 MW units of improved efficiency 
has progressed substantially. The 
commissioning of the two 24 MW units 
has been completed and the third 24 MW 
unit is scheduled to be commissioned 
by December 1999 along with installation 
of new penstocks to replace the old 
ones. 

The company has already made an 
investment of about Rs 2S0 crore in the 
liquefied natural gas (LNG) business and 
its project is scheduled to go on-line in 
2002. With this, the company will be 
involved in the supply, storage and sale 
of LNG in the country. In the first phase 
of its LNG business, it will supply three 
million tonnes of LNG of which one million 
tonne is for domestic consumption of the 
company and the rest is forothercustomers. 
In the second phase of its LNG business, 
the company aims to supply 6 million 
tonnes. 

Among the TEC's transmission and 
distribution projects, the South Mumbai 
Ring System power project - which 
comprises installation of a major 220 kV 
(18 km) underground transmission .system 
from Dharavi Receiving Station, central 
Mumbai, to Backbay, south Mumbai, via 
Mahaiaxmi and construction of a 220 kV 
gas insulated receiving station at Backbay 
- has now crossed the half-way mark. The 
commissioning of the receiving station is 
expected to considerably improve the 
reliability of power supply to consumers 
in the south Mumbai area, in addition to 
meeting future load growth in central and 
south Mumbai areas. 


Economic and Politkai 
WeeMy 

available from; 
Charchgate Book Stall 
Churchgate Station 
Opp Indian Merchant Chambers 
Churchgate 
Mumbai - 400 020 
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Forthcoming 
eM{()i 

organised workshops 


MnOy partnwmd by. 

Asian Media 
infbmiBtion and 
Communication 
Centre, Singapore 


Intorn.'itinnal 


Jointly pirtnend by: AMIC, Slngapora 


2. " PHOTOGRAPHY AND DIGITAL 
IMAGING FOR JOURNALISTS " 


Worlnhop L»ad«r: 

> Dr. Samuel P. Winch, Professor, NTU University, Singapore 


The workshop aims to improve the quality of photography at a 
publication, picture editing process, work flow and quality, 
managing creative people, photo aesthetics, practical picture¬ 
taking tips, save time and increase quality. 


Oats: May 15th - 16th, 2000 


Date 

Venue 


Workshop Fee 


January 22nd - February 5th, 2000 
EMPI City Centre, C-153, 

Okhla Industrial Area. Phase • I, 

New Delhi-110020 

Rs, 6,000/- per participant 


For roc/i^li ;'ition contact . tA'. N.r.i, 'AAc.v .liMf.C 
! MPl A'lP,. :■ ClffiP,' .Cr-O.:, 

■ r..P''Pi, II )ii IsJ.-.v [ li 'ii' I 1 ' I'l ' 

['P I 4/'p . 'vpi(j f ,.ccA 

[ ■ n i, ,il r' I’T'PJ ili'i.' V '-''I! Ill ■' I'l 


:OME JOIN US 


FACULTY- RESEARCHERS 

AND ENRICH A WORLD CLASSTEAM 
TO BUILD GLOBAL MANAGERS 


. I international 
I institute of 
J Journalism, Berlin 


1. '■ REPORTING INDIA IN A GLOBAL 
ECONOMIC CONTEXT " 


Workshop on Economic & Financial Journalism 

Workshop Leaders; 

• Peter Prufert * Graham Watts 

Director, lU. Deputy World News Editor, 

Berlin Financial Express, London 


The workshop aims to equip Indian economic journalists wM) a 
better understanding of the concepts of national and international 
economics and finance to enable them to report competently, 
and write interesting stories. Emphasis will be given to India's. 
rapid economic growth, its effects and international impHcationa J | 

Data : January31st-February4th,2000 I 

Venue : COC, India Habitat Centra, New Delhi | 

Workshop Fee ; Rs. 7.500/- per participant ■ 



■ To craaie knamhdga archltmcturm with tntmrmtlonMl foeua for I 
S/ncHs; £MPr hat luinehml Canfrae of Exeeffanee which ahall ! 
iMand Me rigour ami ajtactUuda of aeadamie raamarch with I 
MapaclttcthamalleappHcatlona.Thaundari/lng paradigm la 'Thama I 
^Baaad AppHad R a a aa reh ' whkh la mulddlaelpllnary and multi-1 
MlnatltuUonall both nadon^ t Intamotlonal) In nature to craata I 
Intamathnal laandng network which atratcha a knowladga to | 

I dHfaront eulturaa, dIaelpHnaa and conatltuancloa to build ■ 
eamaaMUvm aduantaaa. I 


eompaHUva advantage. 


POSITIONS 

• Associate Deane 

• Protaasora 

• Associate Professors 

• Aselstsnt Professors 

• Lecturers 

• Fellowe In Residence 

• Consultant Guldas 


AREAS 

• Advertising A Marfcsting 

• Corporate Finance 

• Managaniant Accounting ■ 

• Organiaatlonal Behaviour 

• Memifacturlng A Quality 

• Global MgL( HR/Finance/ 
Mktg. / Strateglaa and the like 


3. "CREATIVE WORKSHOP - 2001" 


Workshop Leader: | 

* Noorul Islam, MumbaPs Top Advertising & Marketing Trainer | 

'Workshop fo' Undergraduates and Graduates with a creative^ > 
flair aspiring to make a career in Advertising. j ■ 




OUR DISTINCT RESEARCH ENVIRONMENT 

□ Sprawling residential Campus, IT / imernet / Library environment 
with Faculty accommodation tor a 24 hrs. work ambience 

□ Dual guide Ph. D Programme being developed with our Global 
partner Universities. 

□ Network with top Universities world wide on joint Research 

Projects. • 

□ Build Innovative interfaces through Applied Research, Seminars. 
Executive Development Programmes. 

□ Avail Research Grants. 


CENTRES OF EXCELLENCE 

• Competitiveness and Strategy tor Gtobal Markets 

• Quality A Productivity 

• Agri-Business Systems Management 

• Small and Medium Enterprise Oevelopmonl (SMEs) 

• Leadership and Organisationol Learning 

• Energy A Inlrastructure Management 


Qualifications tor the positions are an MBA / Ph.O / B.Toch with ■ 
Teaching / Research experience preferred. Eligibility tor the Fellow * 
in Residence programme is a good Masters. | 

Compensation would not be a constraint tor the right candidate | 
and shall include free Education tor children in reputed Public a 
School on Campus. ■ 


If you likf' fo t.'iko the chr'illongt? to vision ttio futiito, aiticuUUe 
v/ork With top piofosRionat^ and avail f-MPI s acaefetme/ 
ch ass'iciatioiv. in qlobal piojocts. and commitment to 
li inslatf.- yoijr thoa<jhts into action plfaso rtish yout losufno: 

P.ankaj S.nnn.Vicc Prociclont 





SCHOOL 


e hislUtiic of Idi'crtisiiiij, 
^ ('oininutnciilton d, 

CD •MaiiOijciiii'iit 


Rci.idcniicil Cjmpus 


Cny Centre 
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CIVIL LIBERTIES 


British Report on Human Rights 

A G Noorani 


The second annual report on human rights by the British government . 
reflects the government’s earnestness in iqtfujlding human rights by 
setting up bodies, with adequate powers, to safeguard the latter 
within its territory and abroad. 


THE Labour government, led by Tony 
Biair, adopted an activist policy on human 
rights since it came to power in 1997. At 
home it secured the enactment of the 
Human Rights Act, 1988, which made the 
European Convention on Human Rights 
part of Briti.sh domestic law. Abroad, its 
responses to violations of human rights 
were far sharper than at any time before. 
It has emulated the American practice of 
annual reports on human rights. The sec¬ 
ond annual report, for 1999, is produced 
jointly by the foreign office and the depart¬ 
ment for international development(DHD). 

A word about British government pub¬ 
lications. The former government-owned 
Her Majesty’s Stationery Office (HMSO) 
has been privatised and is called the Sta¬ 
tionery Office, Limited. Publications have 
becomeglossies with Blair’s photos promi¬ 
nently displayed in the American manner. 

In India, the anaemic National Commis¬ 
sion for Human Rights submits annual 
reports confined to such work as it does. 
In Pakistan, an NGO, the Human Rights 
Commission, publishes annually reports 
on human rights surveying critically the 
state of things in the country. Not one 
Indian civil liberties body rivals its work 
in thoroughness or erudition or for that 
matter that of the civil rights movement in 
Sri Lanka. The PUCL’s reports on Kash¬ 
mir for instance, were pathetic documents. 

The British report informs its readers 
that on March 1, 1999, the government 
establi.<:hcd the Northern Ireland Human 
Rights Commission. It would be interest¬ 
ing to compare its terms of reference, 
powers and functions - especially in re¬ 
gard to the army and the security forces 
- with those of our NHRC. 

The report refers to a white paper, 
entitled. Your Right to Know, publidied 
in December 1997, containing proposals 
for a freedom of information act for public 
discussion. A draft bill was published in 
May 1999. The main features of the draft 
bill are: a general right of access to infor¬ 
mation held by public authorities in the 
course of carrying out their public func¬ 
tions subject to certain conditions and 
exemptions; arequirement forpublicautho- 
rities to consider, where the information 
requested is exempt from the right of ac¬ 
cess, exercising any discretion they may 
have to to disclose the information any¬ 
way; a duty on public authorities to adopt 


a scheme for publishing information as a 
matter of course; a new office of informa¬ 
tion commissioner, and a new information 
tribunal with wide powers toenforce the act. 

In stark contrast to India’s persistent 
refusal to let UN rapporteurs on torture 
and disappearances enter the country. 
Britain did not object when the UN special 
rapporteur on the Independence of Judges 
and Lawyers included Northern Ireland in 
his report in 1999, following his report on 
the UK in April 1998. The reports referred 
to allegations of police intimidation in 
Northern Ireland. 

The chapter on economic and .social 
rights so ably sums up the debate on human 
rights as to bear quotation in extenso: 
The framers of the Universal Declaration 
were very clear that human rights meant 
not just civil and political rights, but also 
cultural, economic and social rights. Not 
just freedom from fear but freedom from 
want. Drawing on their experience of the 
pre-war years, they knew these rights to 
be interdependent. They undersloiKi that 
the economic depression and poverty of 
the 1930s created the conditions that 
fostered political extremism, violence and 
war. And it was by working for both sets 
of rights - for full bellies and for free 
minds - that they sought to lay the foun¬ 
dations fora more peaceful post-war world. 
But over the last SO years this vital insight 
has too often been lost. The clarity of 
thinking in the Declaration, on the inter¬ 
dependence and indivisibility of human 
rights, fell victims to Cold War division. 
The wetit proclaimed itself the champion 
of civil and political rights, the east of 
economic and social rights. But neither 
side fiiUy honoured the duties contained 
in the Universal Declaration. While the 
democracies of the west largely upheld 
civil and political rights at home, they all 
too often tiderated the denial or violation 
of these rights in countries that were anti¬ 
communist and pro-western. The east 
asticited that priority should be given to 
economic and social rights, but the com- 
munLst autocracies presided over new 
forms of inequality and elitism, as well as 
the suppression of freedom of speech and 
the rule of law... the crisis in Asian eco¬ 
nomy demonstrates clearly that economic 
development without transparency, poli¬ 
tical accountability and equal respect for 
all citizens is unsustainable. Civil, eco¬ 
nomic. political, social and cultural 
rights must all be honoured in order to 
create stable and sustainable economic 


development (italics added). 

There are several lefcKnces to India in 
the report. It reveals that "in India OPID 
is supporting organisations such as the 
Lawyer’s Collective to run programmes 
and workshops with civil society toensure 
not only that their own actions are appro¬ 
priate and ethical, but that they are fully 
aware of rights under the law. and can 
work to protect those righLs. Where neces¬ 
sary, they can also work to change the law. 
DFID is supporting groups who work with 
people whose rights are often flouted; 
sheet chikben, prisoneis and sex wotkeis.’’ 

The report records: “We have also made 
clear to the Indian authorities our concern 
about attacks on members of religious 
minorities. Derek Fatchett raised our con¬ 
cerns with the Indian home minister in 
November 1998 and Robin Cook raised 
the issue with the Indian National Security 
Adviser i n January 1999. We welcome the 
Indian government’s statements of deter¬ 
mination to tackle the problem.’’ 

There is a detailed reference to India in 
chapter 8 on the ’Rights of the Child’. 
“Children under 18 are thought to make 
up over 40 per cent of India’s population. 
As many as half a million children may 
live on the streets of India’s town.<: and 
cities. Estimates of the scale of child labour 
in India vary widely. The 1991 Indian 
government census records 11.3 million 
child labourers. The ILO puts the figure 
at 44 million, and NGOs claim it is SS 
million. India ratified the Convention of 
the Rights of the Child in December 1992. 
But there is still no comprehensive legis¬ 
lation to enact the Convention. 

“Our work with children in India has 
focused on the education and rehabilita¬ 
tion of marginalised groups and on child 
protection. We have funded projects to 
provide non-formal education for slum 
children in Mumbai, and for children em¬ 
ployed in the carpet weaving industry, to 
better equip them to break out of the cycle 
of poverty and exploitation. District pri¬ 
mary education projectsin Andhra Pradesh 
and West Bengl improve access to edu¬ 
cation for vulnerable children, including 
child labourers. And we are preparing 
projects to reach ‘unreached’ children and 
adolescents and to support the National 
Literacy Mission.’’ 

This excellently produced and lavishly 
illustrated publication is available on 
Internet - Http; II www.open.gov.uk/. It 
is assured of a wide readership. 

The contents are anything but flattering 
to India but the statements £fy reputation. 
In any case, do not our NGOs pool their 
resources and jointly produce annual re¬ 
ports of comparable quality on the state 
of human rigftts in India in every sphere; 
not just the ones on which the IWRC 
keeps selective vigil. 
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Miiiennium Offer for 
Students and Teachers 

Send US two subscriptions 
and we wiil gift you a one-year subscription 

For over 50 years EPW has been mandatory reading for social science teachers, 
students and researchers. 

Can you afford to miss out on 

^ The best of social science research in a wide range of disciplines - sociology, 
political science, anthropology and, of course, economics 
% Authoritative data on the Indian economy and on international economic 
developments prepared and presented by the EPW Research Foundation 
^ Interaction with established scholars as well as young minds in your areas 
of interest 

4 

Don't you want to be part of this ongoing exchange? 

All subscriptions under this offer wiil start from January 2000. 

Subscription Rates 


Regular (Individual) 

One yeai 
650 

Two years 
1150 

(in rupees) 

Three years 
1700 

Concessional 

Teachers/Researchers 

425 


1150 

Students 

300 

- 

- 

Nepal and Bhutan 

1150 

- 

3200 



To avail of concessional rates, certificate from relevant institution is essential. 
Remittance by money orderAiank draft requested. Please add Rs 15 to outstation cheques 
towards bank collection charges. See overleaf for subscription forms. 

All remittances to Economic and Political Weekly. 

Mail to: Circulation Manager, 

Economic and Political Weekly, 

Hitkari House, 

284 Shahid Bhagatsingh Road, 

Mumbai 400 001 
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I-- 

Please send my gift subscription. 

Name: . 

Addre&s: . 

Type of subscription: Teacher/Student 
I Institution (name and address): . 


I Field of specialisation: 

I . 

I Age: . 

I_ 

I- 

I Name: . 

I Address; . 


Type of subscription:. Period: One ycar/Two years/Threc years 

Amount enclosed: . 

Details (draft/chcque no, date, bank); 

Optionai Information 

Institution (name and address): . 


I Field of specialisation: 

I 

j_ 

I- 

j Name: . 

I Address; . 


Type of subscription:. Period: One ycar/Two ycars/Three years 

Amount enclosed: . 

Details (draft/chcque no, date, bunk): 

Optional Information 

Institution (name and address): . 


I Field of specialisation: 

I . 

1 Age: . 

t_ 
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COMMENTARY 


White Paper on Maharashtra 
Government’s Finances 

Scoring Debating Points 

Madhav Godbok 

The Maharashtra government’s white paper on the mismanagement of 
the state’s finances by the erstwhile Shiv Sena-BJP government and 
the Shiv Sena-BJP combine ’$ rejoinder to it are both attempts to 
score debating points. To find solutions to the serious financial 
problems facing the state, much more introspection is called for on 
the part of the ruling as also the opposition parties. 


THE much-talked-about white paper on 
the dire Tinancial position of the state 
government, due to the mismanagement 
by the previous Shiv Sena-BJP coalition 
. government, was placed on the table of 
the Maharashtra legislature at its winter 
session in December. This is the first time 
(hat such a white paper has been brought 
out in the state. As was to be expected the 
Shiv Sena-BJP legislature parties have 
brought out a rejoinder, appropriately 
called ‘panchanama’ of the white paper 
in which they have defended all actions 
taken by their government and rebutted 
the points made in the white paper. 

leaving aside the political rhetoric, it 
has to be admitted that the white paper is 
a welcome development in terms of bring¬ 
ing about greater openness and transpar¬ 
ency in the functioning of (he government. 
For the ftrst time, people are being taken 
into conlidence regarding the finances of 
the state and the options which are open 
in dealing with the situation. It is to be 
hoped that, in future, every incoming 
government will bring out a white paper 
on the finances of the state for the edu¬ 
cation of the people. 

The factual position regarding the dire 
.state of the finances of the state govern¬ 
ment brought out in the white paper is 
incontrovertible. The revenue deficit has 
gone up steqily iiom Rs 55 crore in 1990-91 
to the astronomical figure of Rs 7.972 
crore in 1999-2000 (all figures pertaining 
to 1999-2000 are budget estimates). The 
only exception was 1992-93 when there 
was a revenue surplus of Rs 728 crore. In 
ju.st one year, the revenue deficit has shot 
up from Rs 2,742 crore in 1998-99 (RE) 
to Rs 7,972 crore in 1999-2000, primarily 
due to the implementation of the recom¬ 


mendations of the fifth pay commission. 
The fiscal deficit has increased from 
Rs 1,780 crore in 1990-91 to Rs 9,437 in 
1999-20(X). As for the revenues, the tax 
to state domestic product (SDP) ratio is 
very low as compared to a numberof other 
states such as Kerala, Tamil Nadu, 
Karnataka and Gujarat (This is partly ac¬ 
counted for by exclusion of octroi revenue 
which accrues to the local bodies). The 
same is true of the sales tax to ADF ratio 
when compared with some other states. 

Some other indicators are equally dis¬ 
concerting. While the annual rale of growth 
of revenue from 1990-91 to 1999-2000 is 
12.46 per cent, revenue expenditure has 
increased by 14.98 per cent. The ratio of 
revenue expenditure to total revenue has 
been over 100 per cent for this entire 
period (except for 1994-95 when it was 
98 per cent) and is as high as 133 per cent 
in 1999-2000. By comparison, the rate of 
growth of capital expenditure has been 
only 12.54 per cent. The percentage of 
development expenditure to total expen¬ 
diture has declined from 60 per cent in 
1990-91 and 64 per cent in 1992-93 to 
just 49 per cent in 1999-2000. The per- • 
centage of borrowing used for capital 
expenditure has declined from 106 per 
cent in 1992-93,103 per cent in 1993-94 
and 137 per cent in 1994-95 to just 45 per 
cent in 1999-2000. Excluding loans of 
Rs 8.383 crore raised by corporations of 
the state government, the debt of the state 
government itself has gone up from 
Rs 10,040 crore in 1990-91 to Rs 37,226 
crore in 1999-2000. While in 1990-91, the 
assets of the state government were higher 
than its liabilities by Rs 2,646 crore, in 
1998-99 liabilities exceeded a.ssets by 
Rs 3,263 crore. 


The white paper brings out that a num¬ 
ber of factors have been responsible for 
this sharp (klerioration in the finances of 
the state government. The most prominent 
item is the increased expenditure on sala¬ 
ries, allowances and pension of employ¬ 
ees. In 1999-2000, as much as 73 per cent 
of the total revenue of the state govern¬ 
ment is to be spent on this single item. 
This expenditure was only 48 per cent in 
1990-91 and 52-54 per cent till 1994-95. 
The other major item pertains to debt ser¬ 
vicing. As a percentage of revenue re¬ 
ceipts it accounts for 30.4 per cent in 
1999-2000. This is expected to go up to 
42.5 per cent in 2003-04 and will be 41.7 
per cent in 2004-05. Expenditure on sub¬ 
sidies was about 22 per cent of revenue 
receipts. 

The white paper brings out infructuous 
expenditure in a number of sectors such 
as drinking water supply, irrigation 
projects, construction of 55 flyovers in 
Mumbai, mismanagement in Maharashtra 
State Road Transport Corporation and 
Maharashtra State Electricity Board, con¬ 
struction of free tenements for slum- 
dwellers in Mumbai and so on. The last 
section of the white paper deals with the 
remedial actions which could be taken to 
deal with the situation, which will be 
referred to later in this article. 

Shiv Sgna-BJP Rejoinder 

The' ‘panchanama* of the white paper 
or the rejoinder by the Shiv Sena-BJP 
primarily makes the point that theirgovem- 
ment had to undertake several develop¬ 
mental tasks which were neglected by the 
Congress government in its earlier 45-year 
rule since independence. I mportant among 
these was to take steps to impound, by the 
year 2000, all the water allocated to 
Maharashtra in the Krishna Valley by the 
Inter-Stale Water Disputes Tribunal as 
otherwise the state would have had to 
forgo its unused share. Equally important 
was the provision of drinking water to ail 
villages. Similar development tasks had to 
be undertaken in other fields. 

The ‘panchanama’ invites attention to 
the equally bad, if not the worse, financial 
situation imevailing in a number of other 
states. It makes much of the fact that in 
the earlier years of Congress rule, the state 
government had to take overdrafts from 
the Reserve Bank of India on many more 
occasions, ignoring that there was no need 
for such overdrafts in later years due to 
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the massive bon'owings resoned to by 
the Shiv Sena>BJP government. The 
'panchanama' underlin(»i that it was not 
in the interest of the state to bring out how 
bad the financial position of the state was 
as this would affect the state's credit rating 
and create difficulties in raising more funds 
from the capital market. This is also not 
true as credit rating of the .state govern¬ 
ment and its agencies is meant precisely 
for this purpose. As is well known, the 
credit rating agencies had twice down¬ 
graded the rating of the state government 
in the last few years. The ‘panchanama' 
brazenly argues that even Keynes had 
recommended increasing public expendi¬ 
ture by resorting to borrowing! Thus, 
according to the rejoinder, there is nothing 
alarming about the finances of the state. 
It effectively conveys the message that if 
the coalition came to power again, it will 
have no compunctions in continuing with 
the same policies as were pursued in its 
earlier term. 

Several parts of the ‘panchanama’ seem 
to have been lifted from the internal notes 
prepared when the.se two parties were in 
power. Thus, at iea.st at three places, there 
is a reference to “f having said so earlier. 
At one place, in fact, the ‘panchanama* 
mentions a certain study having been 
undertaken “when I was the Deputy 
Chairman of the [State] Planning Board” 
(p 25). This .shows that the document was 
prepared in a hurry, without adequate 
attention and care. The ‘panchanama* also 
refers to how certain long overdue reme¬ 
dial actions are opposed by “opposition 
parties and labour organisation.s*’ (p 26), 
forgetting that the two political parties 
presenting the ‘panchanama* are them¬ 
selves now in the opposition! 

In a sense, all concerned political parties 
were playing to the gallery in presenting 
the white paper as also the ‘panchanama*. 
Keeping this in view, some questions need 
to be raised and an.swercd. First, has this 
situation ari.sen only after the Shiv Sena- 
BJP government came to power? The 
answer will have to be in the negative. The 
finances of the state government started 
deteriorating much earlier when the Con¬ 
gress was in power. There were very many 
early warning signals which were over¬ 
looked. The serious effort made, for the 
flrst time in thecountry, to implement zero 
based budgeting (ZBB) during the period 
1986-89, during this writer's term as 
principal finance secretary in the state 
government, was meant to remedy some 
of these serious shortcomings. It was the 
Shared Pawar government which decided 


to abolish ZBB in 1989. Second, having 
said the above, it will have to be accepted 
that the Shiv Sena-BJP government threw 
all caution to the wineb and went about 
the task of governance without any regard 
for Hnanciai propriety, financial discipline 
or the long-term interests of the state. This 
was in keeping with the adage, ‘after me 
the deluge*. Perhaps, these parties knew 
that they were not likely to return to power 
and were therefore not concerned about 
the state in which they were leaving the 
finances. 

Disappointino Eftort 

The white paper disappoints on several 
counts. First, it does not give a long-term 
profile of the debt contracted by the state 
government as also its corporations. In the 
absence of this data, only fivc-yeur data 
are not adequate to make an assessment 
of the impact of the borrowing in full 
measure. Second , the white paper men¬ 
tions at various places how further bor¬ 
rowing will be necessary to complete all 
the ongoing projects and to complete the 
works of canals, distributaries and com¬ 
mand area development of irrigation 
projects. There is no estimate provided of 
the extent of such likely borrowing in the 
next 10-15 years. 'Hiis is important us 
additional borrowing on a large scale will 
further exacerbate the problems discussed 
in the white paper. Third, alternatives to 
such large borrowing in the capital market 
have not been discussed in the white paper. 
For example, will it be possible to borrow 
from bilateral and multilateral donors for 
the purpose? If such efforts arc to succeed, 
what conditionalities will have to be met? 
What policy, institutional and other 
changes will such borrowing entail? Such 
an analysis would have provided some 
options for consideration. Fourth, surpris¬ 
ingly, the white paper does not propose 
any statutory ceiling on government bor¬ 
rowing to avoid recurrence of a similar 
situation in the future. It is interesting to 
note in this context that the chief minister 
of Andhra Pradesh has recently proposed 
that Article 293 of the Constitution should 
be amended to give freedom to states to 
borrow without the consent of the central 
goverrment. Clause (3) of this article lays 
down that, “A state may not without the 
consent of die government of India raise 
any loan if there is still outstanding any 
part of loan which has been made to the 
state by the government of India or by its 
predecessor government, or in respect of 
which a guarantee has been given by the 
government of India or by its predecessor 


governmcni . uiiuisc •» says mat, "A 
consent under clause 3 may be granted 
subject to such conditions, if any, as the 
government of India may think fit to 
impose**. It is alleged that this article 
militates against the autonomy of the states. 
This logic is difficult to fathom. Maha¬ 
rashtra is a classic case of what can happen 
if a state is permitted to borrow through 
its entities such as state corporations. In 
fact, this^ is a loophole which the state 
governments are making use of to borrow 
liberally from the market, without approval 
of the central government. It is necessary 
that this loophole be plugged, as soon as 
possible, in the interest of protecting the 
states from financial profligacy. Simulta¬ 
neously, it is necessary to lay down a 
statutory ceiling on government borrow¬ 
ing. Fifth, the white paper does nut refei 
to the huge contingent liability of guar¬ 
antees given by the stategovemment during 
the long regime of the Congress Party as 
also the coalition regime of Shiv Sena- 
BJP. It is necessary that a statutory ceiling 
is laid down on such guarantees by the 
state government. It is interesting to see 
that in spite of the precarious condition 
of the state finances, the new chief min¬ 
ister has announc'ed that government will 
give guarantee to co-operative spinning 
m'lls in the stale to raise Rs 1,000 crorc 
from the market. Looking to the condition 
of these spinning mills, giving such a 
guarantee does nut make any sense on 
economic or financial considerations. It is 
surprising that the white paper plays down 
the implications of government guaran¬ 
tees. Sixth, it is high time the state legis¬ 
lature enacts a Fiscal Responsibility Act 
so that the actions and inactions of the 
stale government can be assessed on the 
basis of some pre-determined criteria. 
There is no mention of the need for any 
such action in the white paper. 

The litany of measures proposed in the 
white paper are the very same which were 
proposed to the state government during 
the short period when the zero based 
budgeting was in operation over 10 years 
ago. This will be borne out by the reports 
on the implementation of ZBB which were 
submitted to the legislature during the said 
period. Successive governments have 
never been serious about implementing 
any of these mea.sures. 

Reinventing the Wheel 

The white paper refers to the state 
government's intention to set up a board 
for financial and managerial restructuring. 
No mention has been made of the fact that 
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jhigh level standing committee, under the 
chairmanshipofV GRajadhyak^, former 
nember of the planning commission, and 
^mprising othCT eminent members from 
the private and public sectors, has been 
in existence for over a decade to suggest 
measures for restructuring the state public 
sector undertakings (PSUs). Scores of 
reports presented by the Rajadhyaksha 
committee are gathering dust in the state 
government. In disgust, several members 
of the committee have resigned. A couple 
of cases, in which the state govemnient 
took a decision to close the PSUs and the 
high court has given a stay, are pending 
without any action by the state govern¬ 
ment for over six years. There is no in¬ 
dication of efforts, if any, made by the 
state government to get the stay vacated. 
The white paper iLself refers to the case 
of Meltron, another PSU, whose privatis¬ 
ation has been pending for over fl ve years. 
The postsof office-bearers of several PSUs 
have been equated with ministers and are 
used for making political appointments of 
those who cannot be accommodated in the 
council of ministers. With such vested 
interests in the continuance of PSUs, any 
talk of their abolition or privatisation is 
meaningless. 

A sub-committee of the above standing 
committee had, at the instance of the state 
government, mode a detailed study of the 
working of the state electricity board and 
had made over 40 recommendations for 
increasing the revenues and curtailing the 
expenditure of the board. This was over 
three years ago. The state government and 
the board have not implemented any of 
these recommendations. Instead, the 
electricity board has made a proposal to 
the state electricity regulatory commis¬ 
sion to permit it to increase electricity 
tariffs in the state to raise additional rev¬ 
enue of over Rs 1.200 crorc annually. This 
is yet another indication of the lack of 
seriousness of the state government in 
dealing with the formidable problems on 
hand. 

Yet another disconcerting fact is that the 
funds of some PSUs have been diverted 
by the state government to meet its own 
budgetary needs or to finance activities 
which do' not come within the purview of 
the PSUs. Thus the Mumbai Metropolitan 
Region Development Authority has been 
askedtogivealargedepositofoverRs 200 
crore for running the cotton monopoly 
scheme. The funds of the Maharashtra 
housing and area development authority 
have been diverted for provision of free 
housing to slum dwellers. 


The white paper refers to the burden of 
subsidies. An annual publication on sub¬ 
sidies is being brought out by the state 
government since the days of zero ba.sed 
budgeting. However, the ambit of the 
coverage of the publication has remained 
as it was in 1987 when it was first brought 
out. It was intended that the methodology 
as also the coverage will be improved over 
a period of time to make the assessment 
of subsidies as real as possible. This has 
been totally neglected by the state govern¬ 
ment. As a result, even the large item of 
subsidy on irrigation water rates has not 
been quantified so far and the extent of 
annual subsidies shown in the publication 
is a gross underestimation. There has been 
no worthwhile discussion on subsidies in 
the legislature during the last 12 years. 
This whole subject has received minimal 
attention at the hands of the slate govern¬ 
ment as also the legislature. 

Lack of Political Will 

The same thing can be said of staff costs. 
There has been no effort to reduce the 
number of employees or to downsize the 
government. In fact, the present council 
of ministers is the largest ever, since Maha¬ 
rashtra was created! The state government 
is looked upon as an employment guar¬ 
antee scheme with successive governments 
taking steps to create new posLs, upgrade 
existing posts and fill up all vacancies 
ari.sing as a result of retirement, death or 
resignation of employees. The engage¬ 
ment of persons on daily wages continues 
unabated and once the.se employees com¬ 
plete 240 days’ service, they are routinely 
reguiariited. The government of Andhra 
Prudc.sh has passed a law tu prohibit such 
recruitment without prior government 
approval, by making it a criminal offence 
to do so. Tliere is no political will in 
Maharashtra to pass such an act. Though 
a number of new statutory corporations 
and PSUs have been created during the 
last few years, the stuff in the government, 
which was earlier responsible for doing 
the work, has been continued. In such an 
environment, to talk about the heavy and 
increasing burden of staff costs is mean¬ 
ingless. 

The white paper refers to the financial 
burden of the cotton monopoly scheme. 
This out-moded scheme has been incur¬ 
ring large losses. During the current year 
itself the lo.ss is estimated at Rs 1,500 
crore. This is over and above the accumu¬ 
lated losses of over Rs 1,600 crore in¬ 
curred by the scheme in the past. In spite 
of this, the scheme is being continued 


from year to yearand the new chief miiiister 
has announced in the legislature that, 
"whatever the lo.s$es", the scheme will be 
extended forafurther period of 8-IOyears! 

The new government is of sugar barons. 
Thousands of crores of rupees have been 
invested by the state government in these 
so-called co-operatives which are run with 
government money. Nearly 50 per cent 
of these co-operative sugar factories are 
sick. There arc large defaults by these co¬ 
operatives to banks and financial insti¬ 
tutions. Most of their borrowing is on 
government guarantees which have been 
invoked time and again. In spite of this, 
the very first decision of the new govern¬ 
ment was to sanction a large loan and 
equity to a sugar factory in the constitu¬ 
ency of one of the ministers. An expert 
committee, under the chairman.ship of this 
author, appointed by the state govern¬ 
ment, has submitted a detailed report 
containing far-reaching recommendations 
on this subject. Tiiis report is gathering 
dust in the state government. 

Against this biickground, one can ques¬ 
tion the purpose of the white paper and 
the Shiv Sena-BJP 'panchanama'. If the 
intention of the ruling and opposition 
parties is merely to score debating points 
against each other, both the documents 
need to be commended. But if the objec¬ 
tive is to find a solution to the .serious 
financial problems facing the .state, much 
more introspection is necessary on the pan 
of the ruling as also the opposition panics. 

Even in this battle of wits, there has been 
one positive outcome in that both the 
documents suggest .some long overdue 
steps to remedy the situation. Surprisingly 
and happily, there is a great deal of con¬ 
vergence in the thinking of the ruling and 
the two major opposition parties on the 
future course of action. TTiis consensus 
needs to be built upon constructively to 
speed up some important economic re¬ 
forms. If this purpose is served, the A'hite 
paper and its ‘panchanama* would have 
been well worth the effort. It is hoped that 
at least some tentative steps will he taken 
in that direction. 


Subscription Numbers 

Subscribers arc requested to note 
their Subscription Numbers Men¬ 
tioned on the wrappers and quote 
these numbers when corrc.spond- 
ing with the ciroulaiion depart¬ 
ment. 
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Saffronisation of AfflnnatiTe Action 

Ambrose Pinto 


The Supreme Court has decreed that seat reservations should not be 
permitted at the super-speciality level has caused much distress 
among dalit intellectuals and academics. Is this of a piece with the 
hindutva agenda which his always been against reservations? Is it 
valid to argue thu the judgment is in the broader national interest? 


WHEN the Supreme Court declared in 
August, "Admissions to the highest avail* 
able medical courses in the counhy at the 
super speciality levels, where facilities for 
training are limited, must be given only 
on the basis of competitive merit. There 
can be no relaxation at this level” (Judg¬ 
ment Today (5) 1999, SC 531) there was 
uproar against the verdict by dalit intel- 
leauals, academic and progressive groups. 
"At the level of admission to the super¬ 
speciality courses, no special provision is 
permissible, they being contrary to na¬ 
tional interest. Merit alone can be the basis 
of selection (Judgment Today (S) 1999, 
SC 532) said the verdict by a 4:1 majority 
and struck down the Uttar Pradesh Post¬ 
graduate Medical Education (reservation 
for Scheduled Castes, Scheduled Tribes 
and Other Backward Classes) Act 1997, 
which reduced the minimum qualifying 
marks from 35 per cent to 20 per cent for 
reserved category candidates for admis¬ 
sion to postgraduate medical courses 
(Judgment Today (5) 1999, SC 508) and 
the Madhya Pradesh Government Order 
of June 7,1997 that prescribed minimum 
qualification marks for the reserved cat- 
egories-SCs 20 percent, STs 15 percent 
and OBCs 40 per cent (Judgment Today 
(5) 1999, SC 509). The judgment said, 
"the percentages of 20 for the reserved 
category and 45 fw the general category 
are not permissible under Article 15(4), 
the same being unreasonable at the post¬ 
graduate level and contrary to national 
interest...The marks cannot be lowered 
further for admission to postgradute 
medical courses, especially when at the 
super-speciality level it is the unanimous 
view of ail the judgments of this court that 
there .should be no reservations” (Judg¬ 
ment Today 1999 (5), SC 531). 

The highest court of the country made 
it clear that it was placing the national 
interest above social and other interests in 
ruling that special provisions like reser¬ 
vation for scheduled castes, scheduled 
tribes and backward classes were not 
permissible in admissions to super-speci¬ 
ality courses in medicine and engineering. 
One wonders what the courts meant by 
national interest? Is national interest op¬ 
posed to social justice? There is no na¬ 
tional interest without the satisfaction of 


the interests of the poor and the downtrod¬ 
den. If the country has to believe that 
national interest is above the interest of 
social groups then one fails to understand 
the very meaning of national interest. 
Nation is not a mere territory. It consists 
of people. Unless all people specially the 
poor are cared for no national interest can 
be served. 

On the other hand, if the courts hold that 
in super-specialities, the guiding principle 
for admission should be merit, then it is 
important to ask, how is merit attained, 
judged and reward in this country? Widi 
capitation fee colleges all over tim coun¬ 
try, merit has been made subservient to 
wealth. Admission to professional col¬ 
leges can be obtained today with hardly 
any merit with hefty capitation fees. With 
minimum qualifying marks, parents of the 
wealthy march into private institutions 
with hardly any infrastructure and obtain 
degrees. Universities and colleges chum 
out hundreds of graduates year after year 
without proper skills and yet because these 
students possess wealth and status they are 
able to enter the job markets due to the 
proximity they have to industrialists and 
businessmen. These are after all, the very 
children of the landlords, bureaucraks and 
industrialists. The children of the poor, 
unable to pay those fees, in spite of higher 
tnaiks cannot obtain admission into those 
colleges. Even those who get there be¬ 
cause of their merit do not get jobs. If the 
courts are serious about national interest, 
it should have been their primary duty to 
direct professional institutes to evolve 
certain criterion to admission other than 
wealth. If wealth becomes the only crite¬ 
rion for admission to the colleges and 
belonging to a particular class is the prime 
criterion in .selection for jobs, then the 
institutes of professional education per¬ 
petuate the existing economic and social 
struetTiras that favour the rich and the 
powerful. The poor - the dalits, tribals and 
backward class students will not be able 
to compete in the race of wealth and status. 
By national interest does the court mean 
to be on the side of those who are wealthy 
and powerful and discriminate against tlw 
socio-economically marginalised groups? 

The question of merit needs more care¬ 
ful thought and reflection. Both heredity 


ana envitoninem piiqr unporiBiii roie in 
merik The children of the professkmals, 
bureaucrau, industrialists and business¬ 
men because of the inherimd privileges are 
capable of better performance. Their 
children are better gifted because they 
have better economic status and access to 
information; they can avail of better tu¬ 
ition and other educational facilities. With 
the exposure and privileges these children 
possess, they are able to score higher marks 
in the examinations. The children of the 
poor of course are different. Right from 
their birth, they suffer discrimination, 
malnutrition and intolerance in a highly 
hierarchical caste society. To go to the 
nearest school, which may be several 
kilometres, and most of those schools are 
single-teacher institutions where teachers 
are known for their absenteeism. After 
years of study without any guidance from 
illiterateparents and poorteaching, if these 
children get the eligibility marks, are not 
they meritorious too? 

Can merit be judged merely by the high 
marks obtained in an examination? And 
those of us who have worked in the in¬ 
stitutions of higher learning know how 
students get their marks. The system is not 
transparent right from the setting of the 
papers to valuation of answer papers. It 
has not only worked in favour of the rich 
and the powerful but is fully at their service 
since it is admini.stered by them and totally 
averse to the aspirations of the poor. I 
know several MBBS students who could 
not pass their practical exams because of 
their refusal to offer bribes. Papers are 
leaked, higher marks are given to those 
who can influence, valuation of papers 
have been highly erratic and to make 
matters worse there is a bias against rural 
children. As a result the meritorious in the 
classroom have not been the best in the 
actual field. The most successful bureau¬ 
crats have been those gifted with the 
qualities of the heart and not those who 
have received the highest marks in the 
college examinations. It is the qualities of 
sensitivity to the anguish of the poor and 
the pain of the downtrodden that makes 
a doctor or a bureaucrat successful. In the 
scientific world too most of the dis¬ 
coveries have been from those who drop¬ 
ped out from the school system. They were 
obsessed with inventive genius. To state 
that “It is essential in the national interest 
that these special facilities are made avail¬ 
able to persons of high calibre possessing 
the highest degree of merit so that the 
nation can shape their exceptional talent 
that is capable of contributing to the 
progress of human knowledge, creation 
and utilisation of new ntedic^, technical 
or other techniques, extending the fron¬ 
tiers of knowledge through research work, 
in fact everything that gives to a nation 
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excelience and idniity to compete interna¬ 
tionally in profeasional, technical and 
research fields” (Handbill of the Confed- 
eradon of SC^ Organisation, Septem¬ 
ber 1,1999). is to take a position against 
the socio-economically marginalised 
groups, unaware of concrete realities. 
Discoveries and creativity are results of 
hard and persevering work and not the 
highest marks. That is why something 
more than a mere professional compe¬ 
tence is required at the super-speciality 
level, that should be tested not by maiks 
and grades but by peisonality tests, 1 Q 
and E Q (emotional quotient). All profes¬ 
sions need qualities of both head and heart 
and not merely the power of memorising. 

One wonders what the court meant by 
merit?. Will a person with the highest 
marks in an examination be the best doctor 
or engineer? In fact, given the ivory tower 
approach of the professional courses in 
the countiy, many of those who have got 
the highest marks may have the power of 
memorising without much knowledge and 
skills. Besides the highest marks, to be 
successful, a doctor requires skilk of 
building rapport with his patients, concern 
for the others and openness to the client 
So is an engineer. He should be able to 
apply his knowledge to concrete situa¬ 
tions. And from experience one knows 
that the best doctors and professionals 
have been from the marginalised commu¬ 
nities because of the hardships and suf¬ 
fering they have been subjected to by the 
caste and other unjust structures. They 
seem to know all about suffering, pain and 
hardships and are in a better position to 
serve the people. To dub the poor as un- 
meritorious b^use they do not have the 
same kind of memorising power is wrong. 
Marks depend on opportunities and time 
a student has to memorise which once 
again demands a culture which students 
haling from poor families do not have. 
And memorising and getting the highest 
marks can in no way be termed merit. The 
judgment, therefore, considered from the 
social justice perspective was a conserva¬ 
tive one and not at all in the national 
interest. Dalit groups have criticised and 
condemned the judgment with protests 
and dhamas, terming it a judgment with 
saff^ron tinge. They hold that the judiciary 
is averse to their interests with strong 
loyalties to their castes and class. 

President K R Nararyanan’s recommen¬ 
dation for separate quota for appointment 
of judges belonging to the weaker sections 
in the higher echelons of the judiciary in 
January 1999 was once again not only 
oppos^ by the government in power and 
die meritorious lobby, it was ^liticised. 
His noting on the matter was part of a 
communication to the depaiunent of jus¬ 
tice. When the president makes a note on 


a Ele submitted to him, confidentiality is 
not only assumed, it has to be ensured and 
respected according to norms. It is the duty 
of ev^ minister, a duty mandated by th« 
Constitution tiiat s/he must not directly or 
indirectly communicate or reveal to any 
person any matter which is brought undm- 
hiscon-sidmtion or which becomes known 
to him as a ministerof the union. Was there 
a need to transform the issue into a puUic 
debate? Not only was the issue publicised, 
the government even said the president 
has to constitutional powers in the selec¬ 
tion process of the judges, which the 
president did not claim, ifiere was hardly 
any party that shared the concern over 
under-representation of dalits and women 
in the judiciary. Some in the Sangh parivar 
even vehemently criticised the president 
for making known his views. What the 
president really did by putting in writing 
was to ensure ^at equality of opportunity 
enshrined in the Constitution was not given 
a go by while selecting judges to the apex 
court. He was basing himself on the 199.1 
judgment - which is the benchmark for 
appointment of judges - and which had 
observed while saying that merit should 
be the overriding principle, that it must 
ensure that all sections of people are duly 
represented, and thus had not made merit 
the sole criteria for selection of judges in 
the apex court. The merit lobby within 
the Supreme Court of course with their 
usual argument were convinced that ‘the 
Supreme Courtjudge’spostisaspecialised 
one. The dispensation of justice does not 
depend on the ca.ste of the judge’. And 
ail social scientists, academicians and 
activists know the role caste plays in a 
caste politicised society. Not only dispen¬ 
sation of justice, everything in politics is 
through caste equations. 


Why is there a bias against dalits? Is 
there a saffron bias against the commu¬ 
nity? At least the dalit community believes 
it to be so. The saffronlnigade was always 
against reservation. As representatives of 
caste hegemony, their kith and kin have 
everything to gain by the rejection of 
reservation specially at the higher levels 
where decisions are made. The caste hege¬ 
mony which the ‘hindutva’ forces want to 
strengthen requires supporters in the higto* 
echelons of power. The party’s Hindu 
agenda is prompting tiie opposition to 
dalit representation. Whether one accepts 
the dalit arguments ornot, in acaste society 
if all social groups are not represented 
even at the highest level, there can be no 
justice, no progress and development. 
National interests can only be served when 
the dalits, who were discriminated and 
deprived for centuries are positively pro¬ 
moted. In an unequal society, .equality can 
be achieved only when those considered 
unequal are made equal through affirma¬ 
tive action. According to the Iraflets dis¬ 
tributed by the Ail India Confederation of 
SC/ST Organisations at their peaceful 
demonstration on September 1 at Mandi 
House in New Delhi, among the 12()sccre- 
taries and SOD equivalent officers in the 
government of India, there are just two 
dalits. In the Supreme Court, there is none 
and in the4iigh courts the percentage is 
just one {Judgment Tahy 1999 (S), SC SOI). 
Even in teaching, according to the Forum 
of Academics for Social Justice, less than 
2 per cent scats out of the 67,SOO reserved 
teaching posts have been filled in 239 
universities and 7,000 colleges country¬ 
wide. The dalits are of the opinion that 
instead of taking steps to correct the situ¬ 
ation, the government has issued circulars 
which deprives them their rights for jobs. 


Tablc; SC/ST Seats in Lok Sasha Election, 1999 


State.s 

BJP 


National 

Democratic Alliance 

Congress 

Others 

Total 

Seats 


SCs 

STs 

SCs 

STs 

SCs 

STs 

SCs 

STs 

Andhra 

1 

- 

5 

2 



- 

« 

8 

AsMin 

- 



- 

1 


- 

2 

3 

Bihar 

4 

4 

3 



- 

1 

- 

12 

Gujarat 

1 

4 

- 


1 

- 

- 

• 

6 

Muhya Pradesh 

6 

6 

- 

- 


3 



13 

Maharashtra 


2 

2 

1 


1 

I 


7 

Mizoram 


.. 

» 





] 

1 

Orissa 


4 

3 

- 


1 

— 

- 

8 

Rajasthan 

3 

1 

- 

- 

1 

2 

- 

- 

7 

Tripura 

— 

“ 

— 

- 

— 


- 

1 

1 

West Bengal 

Dadra and 


— 

1 

I 

1 

! 

8 

1 

10 

Nagar Haveli 

- 

- 

- 

- 

- 

- 

- 

1 

1 

Lakshadweep 

- 

- 

- 

- 


1 

- 


1 

Haryana 

1 

- 

1 



- 

- 

* 

2 

Himachal Pradesh 

- 


1 

- 



- 

- 

1 

Karnataka 

1 

- 

2 

• 

1 

- 

- 


4 

Kerala 

1 





- 

I 

- 

2 

Punjab 

- 

- 

- 

- 

2 

- 

1 

- 

3 

Tamil Nadu 

- 

- 

5 



- 

2 

- 

7 

Uttar Pradesh 

7 




- 

- 

12 

- 

19 

Delhi 

1 



• 

- 


* 

- 

1 

Total 

26 

21 

23 

3 

6 

8 

26 

6 

119 


Economic and Political Weddy December 25. 1999 


3643 




lUiabKVAiiun wvBK me ACiwu 




On October 27, (he parliament extended 
for 10 more years reservation for SCs/STs 
in both houses of parliament as well as 
state assemblies. Ttie bill was passed 
unanimously in both the houses. Moving 
the bill, Ram Jcthmulani, the law and 
justice minister said “Reservations are not 
asystem for poverty alleviation butasystem 
for compensation of historical wrongs”, 
and ho|^ that this would be the ia.st 
extension. “Continuous extension of res¬ 
ervation is nothing but a national failure. 
All of us are re.sponsible for this. Reser¬ 
vation bcnefiLs have not percolated to the 
most deserving” said he. At the other end 
of the debate was Mayawati, the BSP 
leader who charged that the BJP-led 
government was committed to ‘manuvad' 
(Indian Express, October 28). Countering 
her argument the taw and justice minister 
said the National Democratic Alliance 
government was wedded to Ambedkarism 
and the welfare of the weaker section was 
being accorded top priority. To further 
strengthen the argument the minister 
pointed out that for the first time in India 
a full-fledged ministry for the welfare of 
tribals headed by a tribal leader with the 
rank of a cabinet minister has been cre¬ 
ated. A three-day convention of MPs 
belonging to SCs and STs would be held 
before the winter se.ssion to discuss all 
pending issues on reservations and the 
conclusions reached would be placed 
before parliament. 

How did the manuvadi party, so tong 
averse to the dalit cause suddenly discover 
a special bund with the dalit5?The rea.sons 
are not far to sec. In the 1999 l-ok Sabha 
elections the BJP-led alliance captured 
.scats from more than SO per cent dalit and 
tribal constituencies. The BJP alone 
managed 47 seats from the SC and ST 
group while the alliance partners brought 
another 26, making a tally of 73 seats out 
of 119 In Andhra the TDP won five SC 
scats while the BJP won one. In Bihar with 
the exception of a seal by RJD, all the other 
re.served .scats were won by the alliance 

- three by Janata Oal(U) and eight by BJP 

- four SC scats and four STs. In Madhya 
Pradesh, the BJP won all the six .seats 
reserved for SCs and six for STs. Out of 
the fuurseatsresers'ed for SCs in Rajastlian, 
only one went to the Congress. The BJP 
won three from SCs and one from STs. 
Of course, the north-east was different. 
Hindu! va is alien to the ways and behaviour 
of the north-eastern tribals. Once the party 
was clear that these groups had accepted 
the hindutva agenda, they had no hesita¬ 
tion to provide them the reservation tag. 
What the BJP demands is subservience to 
its saffron agenda of ‘one culture, one 
nation and one religion’. Once the cultural 




reservations are granted. 

The party has problems only with those 
who differ from ite ideology. The party 
is even prepared to carve out new states 
provided those new states become the 
votaries of the hindutva ideology. As long 
as Chhattisgarh, Poorvanchal and 
Vananchal vole for the BJP, the party is 
willing to consider separate state status 
for them. The commitment to the dalits 
therefore is not apart from the hindutva 
ideology. 

Soon after coming to power, the first 
decision the National Democratic Alli¬ 
ance took in its very first cabinet meeting 
of October 20 was to include 116 castes/ 
sub-castes from 17 states/union territories 
including jats in Rajasthan in the other 
backward class category making them 
eligible for benefit of 27 per cent job 
reservation in central services. The reac¬ 
tion to the inclusion of the jats in Rajasthan 
to the list was smmg from other backward 
communities who were fighting for the tag 
and were unable to get it. A senior leader 
of the rajput community in Rajasthan, 
Lokendra Singh gave full vent to his 
emotions when he addressed a press 
conference and said, the re.scrvations for 
the jat community “is not suciai justice. 
One should term this as a step towards 
social injustice. Backward .status was 
sought by the jats as part of their political 
arm-twisting and the parties succumbed 
to it” (Hindustan Times, October 28). He 
noted that the jats owned 40 per cent of 
the total agricultural land in Rajasthan 
though they were a mere 12 per cent of 
the population. Similarly 70 per cent of 
the trucks are owned by them in the state. 
Facts, of course do not matter in politics. 
Parties have to accommodate different 
groups fur the sake of power. 

The most interesting reaction of course 
came from V P Singh, the Mandal *mcs- 
siah', from his hospital-bed in the capital’s 
Apollo hospital. Welcoming the decision 
of the government, Singh observed: “The 
BJP was the party which had critici.sed job 
re.servations on the ground that it would 
be divisive and would go against merit. 
It toppled my government, held a 'ratha 
yatra* and now they are showing that very 
thing as a feather in their cap. As the first 
act of his government, Ataljec has trum¬ 
peted reservations from the rooftops. That 
only confirms that the party no longer 
endorses its earlier position that reserva¬ 
tions are divisive and go against merit. 
They have understood that there is a need 
for affirmative action and protection to 
those who have been deprived for centu¬ 
ries” (Indian Express, October 23). To 
gain political mileage, the Gehlot govern¬ 
ment of Rajasthan announced the increase 
of reservation for OBCs in the civic and 
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Delhi state too immediately went in to 
provide reservation to the dominant jat 
community. 

The inclusion of the jats in the reser¬ 
vation list was for political purposes. ’The 
jaLs were traditional Congress voters. The 
BJP by including them in the reservation 
system is attempting to build a new social 
axis. The party was able to reap rich 
dividends in the Lok Sabha elections in 
Rajasthan by assuring the jats the back¬ 
ward class tag. With the revolt of Kalyan 
Singh in Uttar Pradesh, the BJP is hopeful 
of garnering jat votes to counteract the 
fallout from the Kalyan Singh factor. One 
thing is quite clear, that the backward 
classes tag is not on the basis of merit. It 
is dependent on the pressure that groups 
are able to exercise, depending on the 
power they have to lobby. In the process, 
the really weak do not get any benefit from 
the re.servation system. 

What mileage does the saffron brigade 
expect from all these? Let there be no 
doubt in the minds of citizens that the 
pari^ is determined to further its saffron 
agenda. And that is why every action and 
deed of the government needs close scru¬ 
tiny. At the higher levels of the judiciary 
and other professions, the party is com- 
niitted to retrieving its grip on upper caste 
and class personnel who are dedicated to 
its agenda. Such loyalty and commitment 
to the party’s agenda may not come from 
the lower caste and classes. In the recent 
election voting pattern highlighted by the 
media, the brahmins were the largest s(x;i:>l 
group that preferred the BJP. That is why 
by denying access to the SCs, STs and 
BCs, the party can further its own inter¬ 
ests. Will the party reverse the decision 
of the courts in reservation in super-spe¬ 
cialities? It is unlikely. 

The extension of reservation for another 
10 years for dalits cannot be explained 
merely by the vote bank politics. It is true 
that the BJP would like the dalits to join 
its bandwagon. However, it is not the 
desire of the party to provide them access 
to jobs given the upper caste bias of the 
parivar. If they did not pass the bill, the 
party is aware of the consequences. The 
dalit vote bank would shift from the party 
and the greater fear is that the dalits may 
define their identity outside the Hindu 
fold. Already, there are dalit groups who 
think their interests are antithetical to Hindu 
interests. As dalits, they arc different from 
the Hindus with their own culture, hi.story 
and beliefs. The party in the process of 
co-opting the dalits to the hindutva fold, 
at least at the level of profession wants 
to proclaim that it is committed to the 
social justice plank. In reality, it is a fact 
SOST quotas have not been filled up and 
the present government is unlikely to fill 
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it up without ptessure from below. Tl» 
jobs at the levd of the public sector have 
also been dec r easing given the large-scale 
privatisation. The BJP's design is to 
Hinduise the daiits. The consequence 
would be greater atrocities on the daiits. 
Every time when the discussion centres on 
reservation the upper caste seem to think 
that their jobs are robbed by the less 
meritorious and incidents of violence do 
take place in colleges, universities and 
public institutions of repute. What the 
parivar really desires is the co-option of 
the daiits into their agenda and not their 
empowerment 

The inclusion of several well-off castes 
to the backward classes list is to make a 
mockery of the list itself. The party would 
like the better-off classes to Join public 
professions and keep the lower ca.stcs and 

WEST BENGAL 

Police in the Dock 

A Correspondent 


THE State Human Rights Commission 
(SHRC)of West Bengal has recently recom¬ 
mended the prosecution of two police 
officers in a .sensational case of human 
rights violation. The case is sensational for 
the simple reason that the victim of the 
violation himself is a policeman. Not only 
that, it has cxpo.scd the rot in the stale 
police system in an unprecedented man¬ 
ner. Sushila Devi, wife of Abhay Kumar 
Singh, former head constable of Hastings 
police station, Calcutta, complained to the 
SHRC on January 14, 1999, that her 
husband had been abused, doused with 
kerosene and set afire by his superior. 
Sergeant Manas Kumar Banik, on October 
28, 1998. With severe chest burns, Singh 
was rushed to the SSKM Hospital, where 
he later told the doctors alxiut the incident. 
He had to .stay at the hospital till Novem¬ 
ber, 19. Immediately after his hospitalis¬ 
ation, manipulations started. Ashit Chakra- 
borty, Ihcofficer-in-charge (CX^), informed 
Singh’s family that he had tried to commit 
suicide. His wife and son. however, learnt 
about the actual incident from the victim 
when they visited him in hospital. Coming 
back to the police station, they wanted to 
register a criminal case against the ser¬ 
geant but were shooed out. 

The OC. in fact, went a few steps further 
to protect the accused. The Commission’s 
inquiry revealed that the GD entries at the 
police station were altered in order to 
show that the sergeant was not on duty 
at all at that time. Medical reports also 


classes where they an. Dominant groups 
have supported ^ pony’s agen^ By 
having caste cadres faithful to its pany 
ideology the BJP would like to transform 
the entire system in its favour. To add 
more categories of the privileged to the 
list is to defeat the very purpose of the list 
itself. The jats came into the list as soon 
as the pany realised that they have to gain 
a lot from the group not only in Rajasthan 
but also in other states like Haryana, 
Rajasthan, UP. and other nonhem states. 
It is the design of the BJP to saffronise 
group after group and win them over to 
their ideology. That is why it is wrong to 
as.sutne that the B JPhas diluted its hindutva 
agenda. Every policy or programme of the 
government is to advance the pany’s 
agenda. The whole reservation issue has 
been used to further the saffron agenda. 


proved that the nature of injuiy was not 
suicidal and that the story was conccxitcd. 

The SHRC has recommended, with 
direction to the government lor compli¬ 
ance within two months: (i) that a criminal 
case can be registered against the sergeant 
and the case can he investigated by the 
deputy commissioner of police, detective 
department: who should inform the Com¬ 
mission about the outcome; (li) (hat Banik 
be shifted out of the Hastings police sta¬ 
tion in the interest of impartial investiga¬ 
tion: (iii) that Chakraborty, for his ‘.serious 
professional misconduct', should not be 
given charge of any police .station for a 
year; and (iv) that all expenditure incur¬ 
red on the treatment and recovery of the 
victim be borne by the government and 
an interim compensation of Rs 10,000 be 
paid to him in addition to the Rs 5,(KKI 
already paid by the commissioner of police, 
Calcutta. 

However, the commission, in its recom¬ 
mendations, said nothing about the supe 
rior officers whose roles in this case have 
no: been beyond question. One of them 
is R K Pachnanda. (he deputy commis¬ 
sioner of police (south). In his report, the 
IPS officer had .stated that Singh was a bad 
tempered and mentally disturbed person. 
Hie commission noted that this conclu¬ 
sion was reached without even examining 
the victim and the complainant. He had 
cited an assistant sub-inspector as an eye¬ 
witness to Singh setting himself on fire. 
During the Commission’s investigation 


the ‘eye-witness’ changed his mind and 
said he was not sure wither he had seen 
that incident happening. Hie SHRC, ha.«( 
stated categorically that it “found it dif¬ 
ficult to accept the report prepared by the 
deputy commissioner of police about the 
incident”. The Commission also found it 
.strange that that the report was prepared 
without taking the statement of the victim 
and also that of the complainant’’. One 
may find it equally strange, therefore, that 
it has chosen to proceed no further. 

There is a .stranger part. Sushila Devi 
complained to the SHRC that the commis¬ 
sioner of police, D C Vajpai, had called 
her husband to his office on July 28,1999. 
He gave Singh Rs 5,000 “for his treat¬ 
ment’’ and ordered him to sign a statement 
in Engli.sh, a language he could not follow. 
Again, on July 30, Singh was summoned 
to the same office and told to drop the 
proceedings before the SHRC. Hie Com¬ 
mission. in its risport, shrugged off the 
icsponsihilily of investigating the grave 
charge against the chief of the city police 
saying, “Wc do not know whether lhc.se 
submi.s.sions are correct or otherwise’’. 

Besides this, the picture of the city police 
system that Abhay Singh's ca.se prc.scnts 
is alarming fur the citizens. Why did the 
incident happen in (he first place'? The 
victim polif'cman has told the Commis¬ 
sion that his siqierior, the sergeant used 
to force him to do various illegal things. 
He had complained about this to the OC? 
and the DC (south). For cxanipic, he was 
told to round up drivers and conductors 
of bu.ses without permit at the Esplanade 
terminus. They were brought to (he police 
station, extorted and set frcc. According to 
his complaint, even the OC' had his share 
in the extortion money. Singh was also 
asked to entertain senior officers with tea, 
biscuits, ‘paan’ and expensive cigarettes. 

One day, he caught a *pick-pockct ’ with 
Rs 845 on him and brought him to (he 
police station. I^tcr, became lu know that 
the seizure of the money was not at ail 
recorded. When he told the OC about it, 
he was advised to mind his own work. The 
SHRC has found that although there is 
record of the arrest of the person named 
by Singh, there is no mention of the money. 
Tension between the head constable and 
the sergeant over such mutters had been 
increasing. It reached a nash|K>in( when 
Singh went to enquire about hi.s leave 
application. Banik denied having received 
it and asked him to fetch a bottle of foreign 
liquor. A heated exchange followed. The 
sergeant threatened that he would ‘show 
him what he could do’. When Singh 
challenged him, he emptied ihc fuel from 
a kerosene lamp on him and threw a lighted 
maichsiick. 

Was it a corrupt system taking revenge 
on a deviant memlicr? 


A recent human rights violation case before the state Human Rights 
Commission where the victim is a policeman points to the rot in the 
police system. 
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NEW FROM SAGE 


RURAL CREDIT AND SELF-HELP GROUPS 

Micro-finance Needs and Concepts in India 

K a KARMAKAR 

This comprehensive and thought-pravoMng book reviews the existing rurai credit system In India, 
analyses its strengths and weaknesses, and prescribes various strategies and Innovations v^lch will 
enable the existing credit delivery system to emerge stronger and more viable. The author reviews 
the problems of and prospecu for rural predlt in the context of Its ascribed role In rural 
development; discusses the micro-finance needs of various groups induding tiibals; focuses on the 
concept and functions of Self-Help groups; arxi outlines strategin for developing a sustainable rural 
credit delivery system In developing countries. 

im / 372 pac*> f R> 4«5 (cloth) 


A NEW MORAL ECONOMY 
FOR INDIA’S FORESTS? 


Discourses of Community and Participation 
ed/ted by ROGER JEFFERY and NANDINt SUNDAR 

This volume Is an Important and necessary corrective to the existing literature on Joint Forest 
Management (JFM) in India which has been largely celebratory and perhaps Inadequately critical. The 
contributors hl^light the need for greater attention to regional networks of power and resource use. 
Community participation, they argue, must allow the local populace to choose their own methods of 
conservation and not degenerate into merely another way of co-opting villagers Into the agenda of 
the state. 

1999 f 312 pagesi Rs 425 (clodi) / Rs 2«5 (papw) 


SONAR BANGLA? 


Agricultural Growth and Agrarian Change in Wsst Bengal and Bangladesh 
edited by BEN ROGALY, BARBARA HARRiSS-WHITE and SUGATA BOSE 

[A] dewikd, awrtfy schotarfy, anafysis of this region's poStkal, socioeconomic and qgrarion developments... 
The volume contains a vast mass of valuable in/brmotion and analysis. 

Buslnost Standard 


1999 / 428 pages / Rs 525 (cloth) 



SAGE Publications 
India Pvt Ltd 


a RMtecM4ZB.NewOelhl'n0O48, 
TU: 6485884. S4449S8. S4S91S; 
Fw: 9l-11-«472426 
e-rtiall; sageln<IOnda.vsnl.netln 

a Sales Office: 13. Sant Nagar. 
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Rw; 91-H-<217328 
e^nail: 

book«>rde rs eindtoage.cocn 
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Prince BakUar Sh^ Road, 
lellygunte, Calcutta 700 (93, 

Tel: 4172642 

B 27, Maton)' Road, T Nagar. ' 
Madras 600 017, 
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e.niall: sagelndemd4.vtnl.net.in 

a 31. LB Stadum, Rost Box 131. 
Hyderabad SOO 001, 
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Second Edition! 

RURAL DEVELOPMENT 

Principles, Policies and Management 

KATAR SINGH 


The second edition of Professor Katar Singh's very successful text, deals systematically with the vast 
subject of rurai development—Its basic concepts, elements, objectives. |»radlgms, determinants, 
policies and programmes, and management. 

A welcome addition to the literature on rural deveiopnwnt In the country.^. The book wff serve os 0 comprehenshB 
textbook far graduate and post-graduate students of rural development, agricultural and rural management 

Indian Journal of Agriculture Economics (on the First Edition) 
1999 / iSl pages / Rs 450 (cloth) / Rs 245 (paper) 

THE ART OF FACILITATING PARTICIPATION 

Releasing the Power of Grassroots Communication 
edited by SHiRLEY A WHITE 

This book includes contributions from authors who /reefy and honestly describe their Journeys, their (failures, 
and successes. They show how they themselves have changed. Their openne ss and transparency doubly help 
the rest of us; lor we am kam not only from what they have karnt, but obo form the example they set 
critical seffoworeness. 

Robert Chambers from the Foreword 

1999 / 372 pages I Rs 445 (cloth) / Rs 250 (paper) 
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A Severe Bout cX Globomania 

JawidLalq 


Our opinion-makers, NGOs and political leaders are increasingly 
entrapped by the tawdry glamour of cutting a dashing figure on the 
world stage while crucial issues affecting the lives of millions at 
home are sidelined. 


A PRETTY face, firm breasts and bot¬ 
toms, and smart repartees to inane queries 
"goes to prove that the next millennium 
belongs to India’*, if the lead editorial of 
one of the country’s major dailies is to be 
believed. This dizzy height of journalistic 
pap was mounted on the occasion of 
yet another Indian girl being awarded the 
tinsel crown of Miss World. Most of the 
sensitised world now looks upon inter¬ 
national beauty contests as crass circuses 
which demean women but oiir middle 
classes persist in lapping up such winning 
shows as demonstrations of India's uni¬ 
versal prowess. 

There is a slight problem of perception 
here in that much of the rest of the world 
continues to regard India as the land of 
emaciated babies, illiterate peasants and 
massive disasters such as the Orissa 
cyclone despite our bombs, missiles and 
Miss Worlds. It is naive to expect our 
middle and upper clas.ses to take a clear¬ 
eyed view of our own national realities 
and not to get carried away by every little 
tinsel-town achievement on the world 
stage. Looking inwards rather than out¬ 
wards has become difficult to achieve as 
almost every opinion-making leadership 
group and institution has been bitten by 
the foreign bug. A feverish greed for 
foreign, usually western, funding or for¬ 
eign acclaim or even foreign jaunts ha.s 
distorted the vision of a wide spectrum of 
our political, business, academic, scien¬ 
tific and intellectual ‘elites’. 

Shrill leftists and nationalist radicals are 
the most hypocritical along with hindutva 
‘sevaks’. Vishwa Hindu Parishad leaders 
regularly visit the US and western Europe 
to seek dollars, pounds and marks even 
as they extol the virtues of Bharatiya 
semsknti and swadeshi, and abuse west- 
em-Chrjstian interference. Well-known 
leftist intellectuals and nationalist radicals 
rant about American and western hege¬ 
mony even as they eagerly seek and 
grab invitations from western NGOs and 
universities. Seminar and lecture circuits 
in the fleshpots of the west keep the.se 
radicals happily occupied for several 
months every year while providing a 
welcome cache of dollars passed off as 


tax-free expenses. The thnil of foreign 
flights and applause from fringe western 
audiences has become an addictive drug 
for many whose mental horizons are at¬ 
tuned to cutting a dashing figure on the 
world stage rather than painstakingly 
building a firm support base at home. 
Several prominent Indian intellectuals and 
‘activists' - whose fulsome theories are 
composed on the basis of railing against 
the conspiracies of the west - have little 
support here but attract cult followings 
among we.stem anti-establishment ac¬ 
ademics. Their ‘activism’ coasists largely 
of getting on to a flight bound for 
Amsterdam, Stockholm, Oslo, New York, 
Toronto and, increasingly, T^okyo, now 
that the Japanese are expending large 
funds to hold dialogues with third world 
groupies. 

The dilution of our resolve to resist 
western blandishments where it matters 
was recently most evident at the recent 
World Trade Organisation (WTO)confer- 
ence in Seattle. Despite commerce min- 
i.sier Murasoii Maran’s claims about re¬ 
sisting the Americans on their intrusive 
attempts to foist labour and environment 
issues on to trade negotiations, it was the 
tiny Caribbean countries and the African 
bloc which finally refused to be bulldozed 
by the US into instant consensus agree¬ 
ments at Seattle. It is Caribbean and African 
resistance which has temporarily halted 
American commercial triumphalism and 
not Indian ambiguity. 

Many of the American and European 
NGOs and labour unions who were pro¬ 
testing on the streets of Seattle had their 
own ^nuine concerns about job losses 
and wage depletion among their own 
people and equally sincere but selfish 
concerns about environmental issues. Our 
NGOs and unions ought to be ju.st as 
seriously concerned about the interests of 
our own workers and small farmers. It 
should be apparent that the WTO is being 
used by Bill Clinton and other western 
politicians to further pauperise the people 
of the poorer countries through the ‘dump¬ 
ing’ of agricultural and industrial products 
from the US and western Europe. Such 
tactics have already ruined small-scale 


agriculture and industry in several African 
countries. 

There has been no significant 
mobilisation here by NGOs and unions to 
protest against western manipulation of 
the WTO. instead we have the bizarre 
spectacle of at least one shrill radical 
environmentalist flying off to Seattle to 
join the street protests of western NGOs 
and returning in self-satisfied trium|di to 
proclaim victory through a press statement 
after the failure of the WTO conference. 
Small farmers in the Philippines protested 
on the eve of the Seattle talks but there 
was, not surprisingly, a quiescent silence 
here. The will of our NG^ to protest has 
been diminished by constant flirtation with 
western NGOs whose interests are often, 
thouglt not always, in conflict with the 
livelihood of the poorest Indian labourers 
and farmers. 

As for government officials and minis¬ 
ters, their infatuation with the west has 
become obscene. While thousands of 
bloated, disfigured bodies of our country¬ 
men and women were still being found in 
early November in the cyclone-ravaged 
fields of Orissa, the overwhelming con¬ 
cern of that .state’s chief secretary, S B 
Mishra. was to stick somehow to his plan 
to fly to the US and he did manage to fly 
off to the promised land. A few thousand 
deaths and a few million fellow Indians 
on the verge of dehydration and starvation 
cannot come in the way of a glamorous 
trip abroad by our administrators and 
political leaders. 

After all, Orissa’s chief secretary was 
not exceptionally mindless. A few days 
later our president and prime minister also 
flew off abroad. On the eve of his depar¬ 
ture for the Commonwealth summit in 
Durban and 12 days after the cyclone 
.struck Orissa, the prime minister made the 
supreme eflbit of appointing a task force 
forOrissaheaded by his man forail seasons, 
George Fernandes. The enormity of the 
disaster was apparent to the entire world 
within 48 hours but Vajpayee, instead of 
mobilising succour from die entire nation 
and monitoring tiie relief and rescue effort 
on a daily basis, chose to treat it as a 
routine rehabilitation exercise. There was 
no attempt to set up a special cell within 
the prime minister’s office to oversee the 
Orissa situation and not even a radio and 
television appeal to the nation from the 
PM to come to the aid of millions of 
desperate Indian citizens. The president, 
who is said to be a sensitive man, carried 
on regardless with his state visit to an 
inconsequential country like Austria. Op 
theirflights back from Durban and Vienna, 
our two leaders addressed their accompa- 
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nying press contingents and, by all ac¬ 
counts. were very pleased with themselves 
for having convinced various foreign 
leaders about the dangers of cross-border 
terrorism and military rule in Pakistani 
Having returned to Delhi, Atal Behari 
Vajpayee and K R Narayanan will be 
spending an inordinate amount of time 
and official resources on laying out the red 
carpet for foreign visitors now that the 


pleasant winter season has arrived tn the 
capital. Such illustrious personages as the 
vice-president of Uru^y have already 
been welcomed this winter. Flowery 
speeches at ritual banquets and renaming 
of ro^ after unknown foreign heroes will 
continue while banal decisions about such 
boring issues as universal primary educa¬ 
tion and rural health care will be kept in 
suspended animation for ever and ever. 


Sati, Anti-Modernists and 
Sangh Parivar 

C K Viswanath 


Can oppressive cultural practices like sati he justified on the grounds 
that traditional norms and practices must afforded protection? 


THE suicide of Chanin Shah (a poor dalit 
woman at Satpurva in Mahoba district of 
Uttar Pradesh) at the funeral pyre of her 
husband has exposed the brutal reality of 
the Indian rural scene. Satpurva is located 
in Bundelkhand region of north India which 
is one of the most backward region of 
India. Now, the suicide of Charan Shah 
has opened a new debate over the subject 
of ‘sati’ and other primitive practices 
existing in India. The National Commis¬ 
sion for Women (NCW) and the All-India 
Democratic Women's Association 
(AIDWA) conducted inquiries into the 
incident. While both reports denied the 
incident of sati. Media reports show that 
a number of people are visiting the site 
of her suicide a.s ‘.sati-sthal’ (the place of 
sati worship) and it has now become a 
pilgrimage centre. 

A prominent section of intellectuals like 
Ashish Nandi. Madhu Kishwar have been 
arguing for protecting old cultural prac¬ 
tices. Ashish Nandi writes. “I am afraid 
culturally India has already split into two 
and there can no longer be even a proper 
dialogue between two. One section is 
constantly seeking new evidence of how 
primitive and ill equipped for our public 
life is the other and ...yet, it is preny 
obvious that those showing respect to the 
sati-sthal are not applauding murder; they 
are applauding the idea of self-sacriHce 
and the rare human ability to transcend 
self-interest and fear of death. They want 
to reconErm their belief that, even today, 
it is not all a matter of rationality or self- 
interest" (T/ie Times of India, November 
21, 1999). Nandi had supported sati in a 
most sophisticated manner too in the Roop 
Kanwar .sati incident in 1987 (Deorala, 
Rajasthan)- by glorifying sati in the name 


of self-sacrifice. Madhu Kishwar, a well 
known feminist of India, que.stions the 
educated urban class of India. She points 
to the ignorance of urban educated class 
regarding the rural lifeofindia. She writes, 
“It also dcmon.strates the educated elites 
in India have deeply imbibed the colonial 
view of Indian .stKiety and relate to our 
people in much the same way as the British 
did, especially of people happened to be 
poor and unt^ucaled” (77>e Hindu. De¬ 
cember 4, ‘Murder v/s Sati’). The intel¬ 
lectual position of Ashish Nandi and 
Madhu Kishwar is afraid of challenging 
the sati and the romanticising the tradition 
of Indian society. The Sangh parivar takes 
more or less the same position towards the 
oppressive cultural practices of India. 
Praful Goradia writes in a letter to the 
editor (The Hindu, December 4), ‘The 
reaction, for instance in the Dang district 
of Gujarat came from the adivasis who.se 
ethnic pride had been injured. I'hey felt 
that the more Christian they became the 
less bhil they remained.” In short, the 
worst inhuman atrocities on Christian 
missionaries had been imposed for pro¬ 
tecting the ethnic pride by the Sangh 
parivar. Telegraph (on November 24) 
reports that in Shamlagi, Gujarat “every 
‘kartika poomima’ in a macabre ritual, 
married tribal women arc stripped to their 
waist, repeateoly dunked in the Nagdhara 
Kund uiid lashed with chains, rods and 
whips till they either faint or ‘accept* that 
the evil spirit that they had possessed them 
has finally left”. While PUCL of Gujarat 
reacting to this inhuman social custom of 
the adivasis, filed a petition in the Gujarat 
High Court in favour of the ban of that 
social custom. The VHP and Bajrang Dal 
questioned the validity of petition by 


poinung to ana upnotamg me age-old 
tradition of the adivasis. 

Many post-modemist/coionial scholars 
of India and the Sangh parivar say the 
oppressive cultural rites should not be 
banned by the state. Each community has 
a right to protect its own cultural ethos. 
Such social justification for sati and other 
anti-women oppressive practices have 
brutalised the civil life. The liberal ethos 
of society has ended. However was it the 
cultural right of Hindus to demolish the 
Babri ma.sjid. 

On November4.1948 in the constituent 
assembly Ambcdkar said, “The love of the 
Indian intellectual for the village commu¬ 
nity is of course infinite, if not pathetic. 
It is largely due to the fulsome praise 
bestowed upon it by Metcalfe who de¬ 
scribed them as little republics having 
nearly everything that they want within 
themselves. And almost independent of 
any foreign relations...that they have sur¬ 
vived through ail vicissitudes may be a 
fact. But mere survival has no value. Surely 
on a low, on a selfish level. I hold that 
these village republics have been the 
ruination oflndia. I am therefore surprised 
that those who condemn provincialism 
and communalism should come forward 
as a champions of the village. What is the 
village but a sink of localism, a den of 
ignorance, narrow mindedness and com- 
munalism?" Ambedkar is right. This is the 
tradition of Indian rural life - even if 
Ashish Nandi and Madhu Kishwar ignore 
these village realities. The very danger of 
supporting the Sangh parivar jargons will 
mean diminishing the reach of the demo¬ 
cratic sphere of Indian .society. The intol¬ 
erant political vandalism of the Sangh 
parivar was never happened without the 
illiberal positions of the urban intelligen¬ 
tsia. Indian .society has been expressing 
anti-democratic values for the past two 
decades. Urban intelligentsia, the most 
important opinion-makers of Indian 
society, have been living with the Sangh 
parivar myth of a golden past of India and 
have failed to see the harsh realities of 
Indian society, ignoring oppressive social 
practices. 
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The Making of a Religious Identity 

Islam and the State in Uzbekistan 

Anita Sengnpt 

The revival of Islam as a distinct marker of nationalist identity in 
post-Soviet Uzbekistan is definitely a political construction of the new 
nationalist elite which threatens to reduce Islam into a monolithic 
block, ignoring the myriad sufi and pre-Islamic religious traits of the 
people of central Asia. 


THE construction of an identity is said to 
assume importance when problems of 
social dislocation emerge within social 
structures.' In the central Asian situation 
this dislocation, today, is being identified 
primarily in terms of dislocation of cul¬ 
tural authenticity and tradition. What is 
seen as having been dislocated are the 
structures of Islamic culture. The process 
of identifleation then would necessarily 
involve a re-identification with the lost 
Islamic heritage.^ However, given the 
syncretic nature of religion in the region 
such identilicatory processes need to be 
critically examined. 

This necessity of re-identincalion is 
based on the supposed fact that Islam 
forms an important part of the sense of 
community of such central Asian groups 
as the Uzbeks. This in turn implies the 
political potential that it carries with it in 
the region. “The clo:ienes.s of the attributes 
of power and of the sacred” has tradition¬ 
ally been recognised by political anthro¬ 
pologists examining the pr(x;ess of the 
formation of states, and it was the recog¬ 
nition of this potential that leads to the 
interest in the role that Islam could play 
in the process of state formation in the 
region.' This article looks into how the 
state comes to terms with this construc¬ 
tion of a cultural identity in terms of re¬ 
ligion. 

However, in the central Asian situation, 
one would have to begin with a recogni¬ 
tion of the fact that "an Islam” was never 
a reality in the region. Islam in central Asia 
does not have a monolithic structure and 
various other trends like Sufism or even 
pre-Islamic faiths like .shamanism, and 
other religions particularly Buddhism 
exerted influence and wielded power. It 
is also important to remember that Islam 
itself is not monolithic. There is also the 
interplay in the region between dogmatic 
religion, Sufism and popular piety, 'offi¬ 
cial’ Islam and 'popular' Islam. All these 
streams share one faith, but the social 
structures in which their common Islamic 
sentiment developed, differed as did their 
political experiences. 


In most western scholarship on religion 
in the central Asian region, the emphasis 
on the crucial rule of 'an Islam' resulted 
primarily from the supposed Soviet era 
emphasis on the identification of a struc¬ 
ture that was to become the principal focus 
of anti-religious propaganda. This how¬ 
ever ignored the fact that there was recog¬ 
nition of the diversity of religion in the 
region in Soviet ethnographic literature 



The current examination assumes con¬ 
temporary significance as the making of 
a religious identity is deemed to he a 
crucial project of'new' po.st-Soviet states 
like Uztekistan.^ For the Uzbek state today, 
it is deemed crucial to have a community 
to Irelong to and to define that community 
in terms of language, religion and history. 
As the compulsions of this stage of state- 
formation assume contours as compelling 
as the previous one, Islam is said to assume 
a potential political role once again. In 
addition to this, a major faultline of the 
Soviet project is identified as its inability 
to have removed the traces of pre-Islamic 
religious traditions in the region. These 
arc assumed to have 're-emerged' in the 
face of the lifting of sanctions against 
them and to have been re-established with 
renewed vigour. This becomes ail the 
more crucial since it pointed out that in 
Islam there is veiy little difference be¬ 
tween the 'private' and the 'public' spheres 
of life. This is assumed to crucial given 
the structure of this faith and the role that 
it plays in the life of the believers. Religion 
and state were thus identified as one and 
the .Sharia, which is divinely revealed has 
absolute authority. It preceded the state 
and was its law. Yet, while this remains 
true in theory, in reality the secularisation 
of power, as a precondition for the 
establishment of civil society and nation 
state, has been accepted as a framework 
for success in moderai.sation projects in 
most Muslim societies. Any debate on the 
relation between Islam, state and civil 
society must then be based on the reality 
of the actual structures of the society and 


their possibilities for change and improve¬ 
ment.* 

This article focuses on whether reli¬ 
gious identity could become the basis for 
the ‘new’ state in central Asia given its 
political use in all phases of contemporary 
central Asian history. It works on the 
premise that for the state the cohesive 
tendency of religion is important, either 
as a force that would have to be demol¬ 
ished or us one that could be used to create 
legitimacy. 

ISI.AM AND TMi- UZBEK STATE 

A major point of debate in modem day 
Uzbekistan is on the role of Islam as a focal 
point of nationalism or an inhibitor in the 
formation of a national identity.^ This 
debate assumes that there is an Islamic 
structure which today needs to be exam¬ 
ined in order to assess its rule in the 
formation of a new Uzbek state Tins view 
gains strength from such comments of 
president Karimov as: 

The revival of the spiritual-religious foun¬ 
dation of the society, of Islam (ic) culture 
that has accumulated centuries old expe¬ 
rience of the moral consolidation of our 
people, all this is an important step on the 
path to scIf-identification, and restitution 
of the historical memory and cultural- 
historical integrity. Old mosques arc con¬ 
structed and new ones arc built, educa¬ 
tional centres are expanded: religious lit¬ 
erature is published." 

However, in Uzbekistan, as in all the 
post-Soviet constitutions the secular na¬ 
ture of the state is emphasised as is the 
principle of separation of the church and 
the state. Yet as a break from the recent 
past, the new constitution recognises 
Freedom of conscience is guaranteed to 
all. Everyone shall have the right to pro- 
fe.ss or not to profess any religion. Any 
compulsory immxsition of religion shall be 
impermissible.^ 

There is also the new provi.sion for guar¬ 
anteeing the rights of religious organis¬ 
ations which says 

Religious organisations and associations 
shall be separated from the state and equal 
bcftMelaw.Thestatcshall not interfere with 
the activity of religious organisations."* 
Such free exerci.se and nnn-estabii.sh- 
ment norms are parts of most secular 
constitutions. It neuls to be asscs.scd how 
far they arc validated in practice. By Uzbek 
law, activities of religious organisations 
are strictly controlled. This is evident from 
the details of the government decrees that 
deal with the registration of religious 
organi.sations." 

The.se point to the fact that though there 
is formal provision for the activity of 
religious organisations, they arc con- 
.strained in their activities in a number of 
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ways. Not only is their organisational set¬ 
up restrained by the need to report the 
details of activity and of individuals, but 
their activities may be restrained by the 
government which has control over 
their meetings and activities. This is an 
example of the complexities involved in 
any determination of the relation of reli¬ 
gion and politics in the sovereign Uzbek 
state. 

The recent violence in the Namangan 
has prompted anew law which was passed 
by the Oliy Majlis on May 1,1998, which 
imposes new restrictions on religious 
groups. The law requites all mosques and 
all religious groups with more than hun¬ 
dred members to register. The president 
in the se.ssion of the Oliy Majlis also spoke 
critically of the Wahhabis who were ac¬ 
cused of inciting violence.*^ 

On February 16,1999, as the president 
was going to attend a cabinet session in 
the government offices situated at 
Mu.stakili, four cars exploded simulta¬ 
neously and a fifth explosion occurred in 
the lobby of the government building. 
While the president himself was unhurt, 
it left IS dead and numerous others in¬ 
jured. President Karimov himself blamed 
‘extremist religious groups' fur the vio¬ 
lence. In particular, the Wahhabis and the 
Hezbe Tahiri Islomiya were named. While 
the main suspects, who included Ulugbeg 
Babajanov and his wife Dildora, both 
residents of the Ferghana Valley, could 
not be intercepted, a large number of Uzbek 
citizens were rounded up for the blasts. 
While it was reported in the Uzbek press 
that the main suspects were Uzbeks, it was 
also pointed out that they were incited by 
forces from outside and received training 
in Afghanistan, Chechnya and Tajikistan. 
The aftermath of the blasts also led to the 
arrest of Muhammad Begjon, the brother 
of Muhammad Salih, the leader of the 
banned ERK Party, and the questioning 
of the family of the Imam of Tashkent’s 
Tokhtoboy Mosque, who himself is in 
hiding. President Karimov identified the 
tlczbi threat to security as a critical prob¬ 
lem before the Uzbek state and pointed 
out that the group intends to eliminate all 
administrative boundaries between Islamic 
countries and form an Islamic caliphate. 
He also appealed to the people to respect 
‘real Islam’. 

However, it must be recognised that 
there is awareness of the hold of Islam 
over politics in the region, a fact that hxs 
resulted in an anxiety to express the pro- 
Islamic stance of the government, and to 
stre.ss the fact that the only thing that the 
government is opposed to is the mixing 
of Islam and politics. A rather long pas¬ 
sage quoted Irom president Karimov’s 


latest book attests to this. 

The process of revival of national tradi¬ 
tions of Islam and its culture has been a 
rightful proof of the rejection to “import" 
Islam from outside, to politicise Islam and 
to"ls]amise’' politics. The Moslem culture 
of Movarounnahr assimilated the spirit of 
ethnic tolerance and openness; it is not 
coincidental that its ideal described in the 
works of Farabi and Ibn Sino was the Ideal 
City - a community of people united not 
only by religion, but also by culture and 
morale. Fre^om of belief fixed up by our 
constitution not only dispel led absurd fears 
of possible overall “Islamisation” in 
Uzbekistan, but also contributed to the 
revival and promotion of normal develop¬ 
ment of other religions.*^ 

There is also recognition of the impor¬ 
tance of Islam in the shaping of a national 
identity. Therefore the Uzbek elites have 
been anxious to co-opt Lslam and u.se it 
for their own purpose. Here it is interest¬ 
ing to note that president Islam Karimov 
took his oath of office with his hand on 
both the Koran as well as the Uzbek 
Constitution. 

Most writings on post-Soviet central 
Asia point out that the discrediting of the 
Soviet system led to the emergence of 
Islam as an alternative source of identity. 
This was evident in such moves as the 
efforts of senior political figures to stress 
their Islamic credentials by consort! ng with 
clerics, visiting mosques, encouraging the 
observance of religious holidays and 
emphasising the positive aspects of Islam. 
Even the leaders of secular organisations 
were seen to adopt a more religious stance 
in order to broken their appeal to the 
people. 

It has also been pointed out that the 
heightened activity of religious forces is 
related to the worsening of the economic 
situation after 1985. In a study of the 
Ferghana Valley, it has been pointed out 
that Islamic activism is growing in strength, 
many mosques and madrasas have been 
built recently and the number of adherents 
of Islam is growing. However, it is also 
true that co-operation among different 
Islamic groups is tactical and temporary, 
and may suffer .setbacks because of such 
factors as tribalism, regionalism and the 
strong intere.sts of officials in retaining 
their authority by encouraging divisions. 
Others like Malashenko point out that 
Islamic revival is attractive to those sec¬ 
tions of the population unconnected to the 
modem industrial .sector. It is also attrac¬ 
tive to the younger people as a whole and 
particularly to those who have recently 
moved to the cities.** 

However the situation is more complex. 
There arc historic differences in the way 
that central Asians respond to Islam, the 
traditional oasis dwellers were more tra- 


oinonai ana onnoaox wnocas lor tne 
nomadic population Islam was a culturtU 
affiliation. Thus, within each state there 
are certain differences that create differ¬ 
ences in the perceptions to Islam. There 
may also well be regional or local differ¬ 
ences in the manifestation of religious 
observances. Also the mix of various kinds 
of beliefs co-exist even in larger modem 
cities like Tashkent. Any visitor to the city 
will come across small groups of children 
with pots of burning incense asking for 
a few soms for driving away evil influ¬ 
ences. This is obviously the survival of 
traditions older than Islam. 

Also traces of pre-Islamic religions 
impinge on the popular consciousness 
through vestiges found in contemporary 
Islam, in folklore or in the nostalgic 
evocations of modem central Asian writ¬ 
ers. Here the writings of Chenghiz 
Aitmatov are important. His writings reflect 
some of the religious forms prevalent in 
pre Soviet central Asian and specifically 
Kyrgyz culture, including animism, 
totemism, shamanism, and polytheistic 
cults, as well as Islam and Russian ortho¬ 
dox Christianity. In his The White Steam¬ 
ship (Beyle Parakhod), undThe Day Lasts 
More than Thousand Years (Dolshe Veka 
Dlitsiya Den) the references to pre-Mus¬ 
lim and pre-Christian religious traditions 
and man's relationship with the environ¬ 
ment are evident. *^ The personal religious 
urges is associated most closely with the 
images related to animism and shaman¬ 
ism, the call of the social collective - with 
totemism. 

As the new state redcrines its identity, 
the two crucial inputs of its identity, lan¬ 
guage and religion, are being re-examined 
in the light of new developments. This 
immediately brings into focus the nature 
of allegiances in the region, and here 
Alexander Bennig.sen’s identification of 
the three di.stinct levels of identity, ‘sub- 
national’ or those related to ‘tribe’ and 
‘clan’; ‘supranational’, a sense of belong¬ 
ing to the umma; and ‘national’ conscious¬ 
ness is one way of defining this relation- 
shipin the central Asian context. Bennigsen 
would .say that the .supranational Islamic 
identity was the most imfKutant in the 
region. **’ Here other commentators would 
point out that this being the ca.se, Islam 
could act as a divisive factor, as Islam and 
nation building fail to act in concert. 
However, this needs to be critically ex¬ 
amined as a common Islamic culture has 
not proved to be a force strong enough to 
unite the central Asian states, each of 
whom are attempting to redefine their 
identities in separate historical terms. The 
effort on the part of Uzbekistan to unite 
the .states was economic and even that has 
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failed to show any significant promise. 

Here it would be important to examine 
ihe depth of Islamic belief among the 
people, the strength of Islamic beliefs, the 
role of Islam in education, the position of 
the Uzbek intelligentsia vis-a-vis Islam, 
ft iam as a political force and the recent 
approaches of the new People's Demo¬ 
cratic Party towards Islam. Even in the 
I Soviet era scholars would point out that 
Islamic observances, particularly the ‘life 
cycle rituals’ like circumcision, marriage 
and funerals, were widespread in the 
region. Examining these factors in depth, 
scholars like Reuel Hanks have come to 
the conclusion that “Islam is the sine qua 
non of Uzbek national identity’’.'^ 

In the first years of perestroika as the 
Soviet system opened up to greater outside 
influence, it was found, to the dismay of 
the authorities, that the ‘revival’ of reli¬ 
gious belief among the populace was to 
be seen mostly among the youth - that 
section of the people who had been brought 
up in an era when the influence of com- 
r munism was at its height. This came to 
the forefront, when in 1988, during a ma.ss 
demonstration intended to honour the 
Uzbek language, Muslim religious ges¬ 
tures were made by the students and the 
green banner of Islam was waved.’® This 
was a clear indication of the intertwining 
of Lslam and secular cultural issues. It was 
also evident in the nature of samizdat 
literature on the Muslims. On September 
26. 1982, Soviet Ozbekistoni published a 
.1,500 word report, ‘The Deceivers: Com¬ 
ments After the Court Hearings'. It dis- 
clo.sed the existence of a substantial net¬ 
work for printing and distributing under¬ 
ground literature which included a book 
on the Muslim religion.'^ This was fol¬ 
lowed by the removal of the old Mufti, 
Shamsuddin Khan Babakhanov. The new 
Mufti Mamayusupov, was more active in 
the secular spheres of life and was elected 
to the new Congress of Peoples Deputies. 
The assumption of his political role be¬ 
came evident when in June 1989, he was 
one of those who were sent to deal with 
the massacres of the Meshketian Turks, 
in the Ferghana Valley. 

The increasing signiHcance of Islam has 
al.so meant that today insider accounts of 
the confrontation between Islam and 
communism in the period of transition is 
gaining importance. These, written in the 
1920s, .show the continuing influence of 
Islam among the party functionaries and 
also that while paying lip .service to the 
precepts of communism, they had not 
completely given up their religion and 
religious beliefs.^ ’TTie new tolerance of 
Islam was given official approval in 


December 1989, when the Uzbek Com¬ 
munist Party election platform pointed out 
clearly that the party organisation was in 
favour of freedom of religion and the legal 
rights of believers. 

The conclusion would be that rather 
than serving to dilute or weaken nation¬ 
alism. Islamic belief along with linguistic 
differences, seem to function as a base of 
national identity. Most studies would also 
point out that notwithstanding the Ferghana 
riots, fundamentalist sects do not have a 
very large following in Uzbekistan, al¬ 
though the Wahhabi movement may well 
be growing in central Asia. This is an 
example of a dominant mode of thinking 
about the role of Islam in the region. It 
brings out clearly certain aspects, the most 
salient of which is possibly the fact that 
once again today, a monolithic Islamic 
block is being idcntiHcd in the region as 
a source identity, ignoring to a very large 
extent the myriad Sufi and other pre- 
Islamic religious tniits of the people. 

There is today an increasing focu.s on 
the religious perspective of intcr-cthnic 
conflicts. A section of the western scholar¬ 
ship, following Bcnnig.scn’s interpreta¬ 
tion of the political mic of Islam in the 
region, stress that Islam will play an 
important part in .social collisions in the 
future.^’ Others point out that this is 
hccau.se while the Soviet policy had suc¬ 
ceeded in destroying the dominance of the 
traditional pre-revolutionary Islamic reli¬ 
gion, the more unstructured informal 
religions had continued to prosper. As in 
numerous in.stanccs in history, the new 
upsurge of religious intolerance was 
blamed on the Wahhabis. 

The increasing role of the Mufti in Utc 
political sphere was an indication of the 
fact that Islam was now accepted as a state 
religion, a distinct change from the Soviet 
practice. Tlii.s acceptance was partially the 
result of the keen requirement that was felt 
in society of a means to deal with the crisis 
in the economy as well as in the social 
spheres. It was also in re.sponse to the 
growing pressure to restore Islam to its 
rightful place in history. 

In sharp contradiction to an era when 
the role of religion was downplayed most 
publications from Russia would today 
emphasise on the increasing numbers of 
mosques and Islamic organisations in the 
region. In Uzbekistan the sheer number of 
this growth is a projected increase fiom 
300 to more than a thousand. 'Though 
according to other accounts, in the hotbed 
of Islamic activity, Namangan alone there 
is today more than a thousand mosques. 
In addition to this there are reports of an 
increase in Islamic education at all levels 


and the publication of journals with names 
like Islamic Nuri and Islamic Modernity. 
In addition there was now representation 
of Muslim spiritual leaders in all aspects 
of political life. It is interesting, that this 
is today being seen as a normal process 
- the direct result of years of religious 
suppres.sion and persecution. This writing 
then giws on to point out that the perceived 
threat from Islam may only have been a 
western creation and the reflection of such 
views as Huntington’s ‘cla.sh of 
civilisation’. The writing emphasiiscs the 
point that the movement today has to be 
essentially seen as one towards the main¬ 
tenance of cultural heritage and an effort 
to find ones place in modem society, rather 
than a religious revival movement.^^ 
This is in fact true and may be most 
pertinent. While them is obviously an 
increase in Islamic rhetoric in recent years, 
the reaction of the state has been 
cmphasi.sed that this so-called ‘revival’ 
should take into account the multifarious' 
heritage of the land. In fact it is pointed 
out that the revival of spiritual values 
should be combined with the more prag¬ 
matic consideration of prc.servation of land 
and water. 'The fact that the region has a 
tradition of multiple faiths is emphasised 
by president^ Karimov 
Spiritual revival should also embrace the 
attitude of human beings towards the land 
and its richness. On the area, where agri¬ 
culture during centuries has been based on 
irrigation, a careful treatment of land and 
water is not less important moral impera¬ 
tive than a careful auitude towards objects 
of civilisation. .Soil, air. water and fire (the 
Sun) have been traditionally worshipped 
in central Asia, they were given rcs|)ccl 
by all religions of our ancestors, from 
Zoroastrianism to Islam.^^ 

It is further pointed out that the “har¬ 
monic utilisation of nature in the pre- 
Islamic culture of the central Asian 
natioiKS should be .specially .strc.s.sed’’. The 
appeal to the revive pre-Islamic cultures 
is thus clo.sely connected to the benifitial 
effect that these cultures have on the 
preservation of natural wealth. Here 
Zomastrianism, Buddhism, Manichacism, 
and the ideas of harmony in relationship 
between man and nature in the doctrines 
of central Asian Sufism are all lauded as 
cultures that professed the preservation of 
nature.^^ This stress on the recovery of the 
pre-Islainic faiths as a way of preserving 
the nature and fighting against ecological 
disaster is a pragmatic response in keeping 
with the current policies ol the Uzbek 
state. In fact there is emphasis on the fact 
that during millenniums central Asia had 
been a meeting place where different 
religions, cultures and styles of living have 
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co-existed. As «result religious and ^nic 
tolerance is lauded as a part of spiritual 
revival. 

Conclusion 

There is a sharp divergence between the 
formal structures that were identified by 
the state as pertaining to the sphere of 
religion and the actual existence of a set 
of beliefs among the people. The Soviet 
state, as also the post-Soviet state empha¬ 
sises those aspects of a religion that has 
potential for political use. In fact the reality 
went beyond a simple identification of a 
formal structure that could be either de¬ 
cried or supported. The continuing exist¬ 
ence of the groups of sects associated with 
Sufism attests to this. The mixed cultural 
heritage of the people meant the existence 
of a set of beliefs that were never really 
removed even in the Soviet era. That this 
is recognised even today, in spite of the 
compulsions of the emerging order is 
evident from the fact that it is the secular 
Jadidist tradition of the region that is being 
taken up for examination. Also the revival 
of Muslim religious festivals like Qurban 
Bairam or Ramazan, is said to be seen as 
the re-awakening of traditional values.^^ 

There are many Islams in the region we 
know as cenuul Asia today. The syncratic 
culture of the region would also mean that 
religion would have a syncratic form and 
would become more of a way of life than 
a system of well integrated structures. The 
Islam that is today being projected as cnicial 
to the region is a political construct of the 
new nationalist elite. 
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PERSPECTIVES 


Globalisation: A Cautionary Note 

CTKarien 


If globaliiation is a process, it cannot be understood and evaluated 
* without a clearer notion of what a global economy is or should be 
and an explication of what are regarded as impersonal market forces. 
When one begins to interrogate these notions, it will be seen that they 
are far from unambiguous. 


MANU SHROFF’S, perspective on 
Globalisation (EPW, October 2-8, 1999) 
raises several important issues that de¬ 
serve careful attention and further prob¬ 
ing. The central point that Shroff ha.s made 
is that globalisation tnust be seen as an 
ongoing process and not as a state of 
being. The end of that process is “a global 
economy” and the forces that propel it are 
not necessarily the efforts by “individuals, 
business or government". Rather, they arc 
often responses to “impersonal forces of 
market and technology”. Shroff also ad¬ 
mits that “a clear vision of what one means 
by a ‘global economy’ does not exist”. 

I would argue that if globali.sation is a 
process, it cannot be understood and 
evaluated without a clearer notion of what 
a global economy is or should be and an 
explication of what are stated to be im¬ 
personal forces of market. I concede that 
it is commonly a.ssumed that economists, 
at least, have an accepted notion of 
‘economy* and that, therefore, it may 
appear that in order to understand globali¬ 
sation ail that is required is to change the 
mindset from national or even international 
economy to global economy. Similarly, 
again, it is taken for granted that at least 
economists know exactly what they mean 
when they refer to “impersonal forces of 
market”. But when one begins to interro¬ 
gate these notions, it will be seen that they 
are far from unambiguous. 

Shroff suggests that if the notion of 
global economy remains insufficiently 
clear the problem is with the adjective. I 
suggest that, on the contrary, the problem 
arises from a lack of clarity of the noun, 
‘economy’. Without bothering to provide 
a precise statement of this concept econo¬ 
mist; use it and impose it on others as 
though its meaning is self-evident. Impli¬ 
citly at least most economists accept the 
term to mean a commodity flow. Com¬ 
modity flow is, certainly, an important 
aspect of the economy. However, at best 
it, and its aggregated value GDP, are only 
indications of performance leaving it still 


vague as to what it is. Elsewhere I have 
described the economy as socicty'sanange- 
ment to provision the material needs of 
its members. I would argue that such an 
undentanding of the economy as essen¬ 
tially a social entity is necessary to move 
towards adepiction of the global economy. 

An immediate implication of the kind 
of description I have given to the economy 
is that it is centrally about human beings. 
That the economy is ultimately about 
human beings may not be contested. But 
that won’t do. One has to accept its ana¬ 
lytical imperatives. At least two of these 
may be pointed out. The first is that the 
welfare of human beings becomes central 
to the entire analytical procedure. Specifi¬ 
cally it means that providing opportunities 
to cam livelihcxxl, improve conditions of 
living, realise and augment capabilities 
and so on become the targets towards 
whicheconomic activities are directed and 
in terms of which performance mu.si be 
evaluated. This approach does not negate 
Shroffs statement that “nothing we try to 
remove poverty can succeed without rapid 
and efficient growth” if growth really 
means adding to the goods and services 
that people need. But it challenges what 
is often considered its corollary; 
“Maximise growth and it will take care of 
human requirements”. In the context of 
the movement towards a global economy 
the approach I have suggested implies that 
globalisation as a process must be evalu¬ 
ated in terms of contributions it makes to 
human welfare - of all people everywhere 
in the world. 

The second imperative is that to evalu¬ 
ate economic processes meaningfully it is 
necessary to spell out the nature of the 
social unit under consideration that pro¬ 
visions the material needs of its members. 
This is recognised in economic analysis, 
but the importance of what may be termed 
‘the units question’ is not adequately 
admitted. An example will clarify the point. 
Economists deal with both household 
economiesand national economies, the units 


concerned being the household and the 
nation respectively, llie two units are simi¬ 
lar in some respects but differ significantly 
too. Two main differences are the extent 
and manner of provisioning they under¬ 
take of their members and the type of 
authority they exercise. Such being the case, 
economic processes cannot be adequately 
appraised without reference to the specific 
characteristics of the unit concenied. 

One more aspect of ‘the units question’ 
should be mentioned. Economic analysis 
recognises inter unit transactions and trans¬ 
fers both within national economies and 
between them but indealing with the global 
economy a major problem that emerges 
is the nature of interactions among par¬ 
tially overlapping units. This is a problem 
within national economics as well, hut has 
remained inadequately explored. But an, 
aspectof the global economy which makes 
it analytically different from the interna¬ 
tional economy is the role of units such 
as MNCs which cut across other units - 
national economies. This development is 
significant bccau.se it introduces new forms 
of inter unit interactions (as between an 
MNC and thf variety of affiliates, subsid¬ 
iaries, etc, it comes to have within differ¬ 
ent national economies) and changes in 
the authority structure of some units, the 
national economies in particular. I suggest 
that the 'mindset' problem that Shroff 
refers to of moving from the international 
economy to the global economy is not 
merely or mainly a psychological one. but 
a crucial analytical one of dealing with 
partially overlapping units and sub units 
within them. What is the analytical appa¬ 
ratus available in economics to deal with 
these aspects'? To the extent that these 
types of inter unit interactions are new 
features of contemporary globalisation, it 
cannot be treated as a mere linear progres¬ 
sion of previous globalising proces.4es. 

I turn now to the market. That there are 
‘impersonal forces’ operating the market 
is a myth that economists generally accept 
and propagate. Sure enough, there is a 
logic of generalised exchange which is 
claimed to be impersonal. But if the market 
is the institution that facilitates the act of 
exchange, it is not (cannot be) impersonal. 
Batter as a form of actual exchange brings 
this out clearly. Barter is very personal. 
The two parties involved arc both acti vely 
involved in the di.scussion of the terms of 
the exchange and, in fact, there is nothing 
impersonal about that form of exchange 
at all. When exchange come.s to be me¬ 
diated and takes on new institutional forms, 
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the poitioi may lose the ‘personal’ involve¬ 
ment they had in baiter in deciding on the 
terms of transaction, and to that extent 
mediated exchange may be clainml to be 
less personal. However, the mote imper- 
.sonal it becomes, mediated exchange will 
come to be dominated by re.source poww. 
If so, exchange never ceases to bepeisonal 
because resources do not just exist or float 
about, but are owned by ‘persons’ (includ¬ 
ing legal ‘persons’). All forms of actual 
exchange, as against the abstract logic of 
exchange, are in this sense ‘personal’, 
subject to the ownership of resources and 
the differential power that owners of 
resources come to have in the exchange 
process. Let us note also that exchange is 
a transaction between owners and no matter 
what particular institutional form it takes, 
it remains an ‘owners only' activity. 

If the market is understood in this 
manner, it will be seen that it is never 
impersonal and can seldom be neutral. In 
or^r to evaluate globali.sation as a pro- 
cetis, it is, therefore, important to consider 
specifically and empirically the nature of 
global markets. Shroff admits that where 
there are elements of monopoly or monop¬ 
sony the market will not function im¬ 
personally. But in an empirical sense it is 
not necessary to go to such limit cases. 
The issue to examine is whether a group 
of persons, including legal persons, exer¬ 
cise sufficient power over specific mar¬ 
kets to turn the transactions to their own 
advantage at the expense of others who 
are participants in such markets. It is an 
empirical question where facts can be 
marshalled to provide an answer. The 
evidence seems to be that several major 
global markets (including markets for 
essential commodities like foodgrains) are 
dominated and controlled by a few cor¬ 
porate persons. If this is the case, the 
nature of globalisation as a process needs 
tobc scrutinised somewhat differently from 
what Shroff has done and is suggesting. 

Some of the specifics in Shroffs per¬ 
spectives on globalisation may now be 
considered. Shroff makes frequent refer¬ 
ences to ‘free’ markets. In an earlier eco¬ 
nomic order, when overt interferences with 
the functioning of markets came primarily 
from governments, ‘free’ markets could 
have been those that did not have such 
interferences. But in the currently prevail¬ 
ing and emerging gkihid economic scenario, 
where along with governments of national 
economies there are other and equally 
powerful economic units to be reckoned 
with which exercise cnonnous power over 
markets (perhaps only covertly where are 
the ‘Irec’ maricets? Why should the overt 
interferences of govern ments be thought 


to be more harmful for markets than the 
covert manipulations by the other units? 
Is it possible toevolve criteria forle^timate 
interferences with markets globally, nation¬ 
ally and soon?In particular, where resource 
power in its most non-specific form as 
money, currency, shares, etc, become tools 
to interfere with a whole range of markets, 
how can markets be used for their primary 
function as an institution for exchange of 
goods and services? What should be the 
nature of “a sound institutional base” to 
deal with markets characterised, by their 
very nature, by incomplete information? 
Do information and technology too come 
to be' controlled as markets arc? 

Shroff, I think, is rather dismissive of 
UNDP’s Human Development Report 
1999. It certainly has its shortfalls. But it 
has made a bold attempt to view globali¬ 
sation from a human perspective. 1 do not 
believe it is one-sided even on the cultural 
flow. But the ‘soft’ aspects may be put 
aside and we may concentrate on ‘hard 
core’ economics where the report comes 
up with hard data. If it is a fact that the 
gap is per capita income between coun¬ 
tries with the richest fifth of the world’s 
people and those with the poorest fifth 
increased from 30 to 1 in 1960 to 60 to 
1 in 1990 and then to 74 toT in 1995, 
surely it cannot be dismissed. There may 
still no evidence that these changes are 
linked with globalisation, but it at least 
calls for registering healthy scepticism 
about what goes on in the name of 
globalisation. Particularly so when further 
evidence shows, for instance, that sub- 
Saharan Africa which with an export-to- 
GDP ratio of about 30 per cent, and thus 
highly integrated with the global economy, 
has severe economic strains because ex- 
portsconsistof primary commodities whose 
prices have bron moving downwards. 

If the point to be noted from such data 
and experiences is that globalisation as a 
process has differential impact on people 


across and within national boundaries, it 
is impossible to give an uncritical endorse¬ 
ment of that process, especially if the 
benefits (fresh air in ShrofTs illustration) 
go to those who are already well-to-do and 
the ill effects (insects and mosquitoes in 
Shroffs illustration) fall on those who 
have always been under economic stress 
at very low levels of survival. There is a 
value judgment here; if there arc differing 
views on it they must be debated. But as 
1 see it, the main weakness of Shroffs 
endorsement of the current process of 
globalisation is that the analysis underly¬ 
ing his exposition is not sufficiently sen¬ 
sitive to the differential impact of that 
process. To the extent that he recognises 
this aspect of the globalisation process, he 
seems to take the view that it is one of 
those things one has to live with. 

1 do not want to give the impression that 
Shroff endorses the ongoing process of 
globalisation wholeheartedly. He atiks for 
interventions in the financial sector and 
in respect of R and D. He wishes to see 
removal of hindrances in globalisation as 
far as the mobility of labour is concerned. 
He recognises the need for public agen¬ 
cies, beyond mere economic agents, at the 
national and global levels. I fully agree 
with him on these a.spects. But I would 
reiterate that if these arc important, they 
cannot be brought in as appendages when 
considered necessary. I have argued that 
to have meaningful discussion about an 
economic order at any level, recognition 
of authority and modes of governance 
mu.st become an integral part of the ana¬ 
lytical frame. 

It is my hope that the discussion on 
globalisation initiated by Shroff will 
continue. This is necessary not only for 
greater conceptual clarity. Conceptual 
clarity on many of these issues is vital, it 
seems to me, even to move on to what is 
generally regarded as ‘the .second stage of 
reforms” in our country. 


APPOINTMENTS 


NEED OF A PART-TIME EDITORIAL STAFF 

Humanscape, a monthly magazine that deals with social change, 
alternatives and Ideas, needs a part-time editorial staffer based in Mumbai 
to help conceptualise, research, edit and proofread the magazine, and 
also to follow-up and co-ordinate with writers/illustrators/art director. 
Persons with at least four years' experience at a mainstream or academic/ 
research publication and a keen interest in social issues, culture and 
ideas should write immediately to:The Editor, Huntanacape, 11 YognitI, 
18 S V Road, Santacruz West, Mumbai 400 054, Tel: 6106197, 
Fax: 6119513, email: humanlatOvanLcom. Researchers and activists 
who share our interests and concerns and have an excellent command 
over the English language and some familiarity with publishing may 
also apply. 
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REVIEWS 


Irrigation: Issues and Problems 

Nirai^an Pant 

Studies in Indian Irrigation by B D Dhawan; Commonwealth Publishers, New 
Delhi. 1999; pp XH + 234, Rs 500. 


B D DHAWAN is perhaps the only re- 
.searcher in India who has been working 
on irrigation-related issues for over three 
decades. Although his initial work dealt 
with groundwater, in later years his re¬ 
search has covered all kinds of issues and 
debates relating to Indian irrigation. The 
book under review contains much of 
the research output of the author during 
1996-98. Some of it has already been 
published in journals, including the EPW. 
The book contains five chapters. The first 
chapter, i e, the introduction, apart from 
providing a brief account of some major 
issues of the irrigation sector in India, 
summarises the main findings of four 
studies of the author, which appear later 
as separate chapters. 

Tlie first of the four ircnds/issues high¬ 
lighted in the introductory chapter relates 
to the coverage and the quality of irriga¬ 
tion in India. According to the author, the 
pre.sent coverage of irrigation ratio stands 
at 36 per cent which was twice the level 
prevailing in 1951. The quality of irriga¬ 
tion available to the Indian fanner on 
account of groundwater development has 
also greatly improved. 

Secondly, the author suppons the strat¬ 
egy of according high priority to irrigation 
in Indian plans. Consequently, the high 
rate of population growth did not affect 
India's self-sufficiency in ftmd. The 
author is opposed, “say until 2010 AD", 
to the shift from irrigation expansion to 
dryland farming or concentrating entirely 
upon maximising productivity from al¬ 
ready established irrigation farm segments. 
He, however, contends that the states of 
Tamil Nadu and Punjab, which have al- 
mo.st tapped their ultimate irrigation 
potential, may opt for the .shift. 

Thirdly, the author is disturbed by a 
steady decline in public investment in the 
irrigation sector. Ibis is particularly note¬ 
worthy because there is a one-to-one cor¬ 
respondence between expansion in irriga¬ 
tion area and the steady-state increase in 
foodgrain production in the recent period. 

Finally, according to him. the expansion 
of canal irrigation is essential for main¬ 
taining the hydrological balance as it would 
avert the over-exploitation of ground- 
water resources. 


The second chapter contains the study 
entitled ‘India’s lirigation Sector; Myths 
and Realities'. Earlier, it was presented by 
the author as his presidential address at 
the 57th annual conference of the Indian 
Society of Agricultural Economics. The 
author regards this .study as one that sums 
up his lifetime’s research work on Indian 
irrigation. In this chapter, however, the 
author has appended a write-up entitled 
‘Irrigation Subsidy in India’ which the 
author prepared in mid-1997. 

The chapter provides a summarised 
picture of India's' irrigation sector along 
with a discussion of misconceptions re¬ 
lating to various atspccts of the irrigation 
.sector. The author is satisfied that in spite 
of its limitations, irrigation has done w'cll. 
He notes that nearly six-tenths of India’s 
crop output now originates from irrigated 
fields, which account for only one-third 
of India’s total crop acreage. 

The author also discusses here some 
i.s.sucs which have generated a lot of dis- 
cu.ssion and debate among academicians 
and policy -makers. One such debate re¬ 
lates to major versus minor irrigation 
systems. The prevalent view among those 
who believe that ‘small is beautiful’ is that 
major irrigation is altogether ill-conceived 
and unwarranted. The author does not 
agree with this approach and enumerates 
a number of shortcomings associated with 
minor irrigation. 

One aspect coveredin considerabledeuiil 
in the chapter relates to canal irrigation. 
Various facets of canal irrigation such as 
its unit cost, on-farm benefits accruing 
from it. the problem of recoverable costs 
and economic viability of canal invest¬ 
ments. have been discus.sed here. Accord¬ 
ing to the author, the fact that net benefits 
from canal irrigation are commensurate 
with the cost of such irrigation, provides 
a strong ca.se for stepping up investment 
outlay on canal irrigation. Although, he 
points out that the supply cost of irrigation 
would increase greatly once the incidental 
costs arc taken into account, he advocates 
that one should reckon with canal benefits 
over and above on-farm income gains. 

In respect of cost recovery, a widely- 
held view is that under-pricing of public 
irrigation in India is due to political rea¬ 


sons. The author does not agree with thii 
view and looks at the problem in economic 
terms. According to him, the income 
benefits to small and marginal farmen 
from canal irrigation are much lower thar 
those to targe farmers. On account of this 
canal tariff is fixed much lower than the 
average value of benefits per canal irri¬ 
gated hectare. Since small and marginal 
farmers constitute an overwhelming num¬ 
ber, their interest cannot be disrcgardcc 
in fixing the irrigation tariff. Consequently, 
canal tariff is levied at a rate which is noi 
higher than four-ninths of the mean value 
of unit benefits accruing to the farmers 
However, his rationale does not appear tc 
be convincing. If lower canal water ratet 
were mainly to protect the interc.st of small 
and marginal farmers, the .same could haVc 
been protected by a disproportionate watei 
tariff in favour of this cia.ss of farmers 

The slower pace of development of canal 
irrigation in most of the states is not a 
healthy development, according to the 
author. He suggests a number of measure; 
to augment the pace of canal irrigatiur 
development. In this endeavour, he sug¬ 
gests extra fund mobilisation througl 
appropriate pricing of canal water rathei 
than diversion of investment funds frotr 
other .sectors of the economy. Side by side 
he suggc.sts a commitment to tackle tht 
problem ofdamoustees sincerely tocountei 
the disinformation campaign against th( 
major canal projects and even taking the 
step of lowering the heights of dams. 

Finally, the author pleads for lowering 
the rate ol subsidy. The total subsidy to the 
public irrigation sector during 1993-9^ 
was about Rs 21.000 crore while the res 
of about Rs 9,000 entre is on account o 
subsidy in electricity offered by the state: 
to about 10 million farmers owning irri 
gation pumpsets. According to the author 
given the large base of already e.stablishe( 
canal systems, even a modest reduction it 
the subsidy rate can greatly augment fum 
availability. 

The thiid chapter, which according h 
the author is the backbone of the secont 
diapter deals with a study of costs and on 
farm income benefits of canal inigatioi 
in India. The study is important in twe 
respecu. One, it give.s a national picture 
for the entire canal .segment in India which 
means that the analysis is nut confined U 
a few .selected canal systems Two, it is 
a f ^rst attempt to utilise National Arcounti 
Statistics (NAS) for the purpose of build¬ 
ing nationwide c.stimales of (a) average 
and marginal cost of irrigating one crop 
hectare area with canal waters fur the 
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ductivity under canals and the average 
income benefits per hectare accruing from 
the same. 

Based on his calculations, the author 
finds that the supply cost of public canal 
irrigation averag^ about Rs 2,277 per 
crop hectare during 1992-93, the latest 
year for which the necessary published 
statistics was available to the author. For 
the same period, a subsidised canal tariff 
works out to about Rs 1,100 per irrigated 
hectare, which is a little less than half of 
the supply cost. In reality, as against the 
desired tariff of Rs l,100^a, Indian farm¬ 
ers hardly paid one-seventh of this. During 
1992-93, under unirrigated conditions of 
farming, Indian farmers obtained crop 
output (inclusive of by-products and crop 
residues, worth about Rs 6,100/ha. Under 
irrigated conditions, the worth of the crop 
output went up to Rs 14,000/ha. Under 
purely canal-irrigated conditions, the crop 
outputdeclined by 10 percent. Taking into 
consideration incremental costs of canal 
irrigated farming as half of the value of 
gross crop yield under canal irrigation, the 
author finds that net output addition due 
to canal waters exceeds the supply cost of 
canal irrigation. However, this margin of 
excess has shrunk from over 114 per cent 
in 1980-81 to 57 per cent in 1992-93 at 
current and nominal prices. 

The fourth chapter entitled 'Small and 
Large Re.servoirs: Can Tanks Be an Alter¬ 
native to Canals?’, according to the 
author, picks up the threads from the first 
study in Chapter 2 where he had struck 
some critical notes on minor irrigation on 
the basis of an analysis of the first Census 
of Minor Irrigation. This study was pre¬ 
pared as a written submission to the World 
Commission on Dams which was to hold 
public hearings in India in 1998. The focus 
here is on tanks, the mainstay of irrigated 
agriculture in south India till about acentury 
ago. 

According to the author, when the green 
revolution got underway in mid-196().s, it 
was soon observed that the process of 
diffusion of new farm technology got a 
boost when accompanied by farmers’ 
access to modem sources of irrigation 
such as tubewells, wells fitted with pump- 
.sets, and canals providing protective irri¬ 
gation. On the contrary, thi.s diffusion was 
hampered in cases where the farmers were 
dependent on traditional sources of irri¬ 
gation like tanks, protective canals and 
shallow dugwclls operated with human or 
animal power. *rhus, in a way, the arrival 
of modem techniques of irrigation was 
both a cause and consequence of the green 
revolution. 


1 lie vciiuai tiwusi ui me Muuy is uuu 
the days of tank irrigation are over. This 
is substantiated by a sustained and perva¬ 
sive decline of area under this source of 
irrigation. As a source of irrigation, tanks 
compare unfavourably with canals, both 
in respect of productivity and stability 
gains. They have a comparatively large 
land submergence ratio in relation to bene¬ 
fited area, which compares quite unfavour¬ 
ably becau.se the corresponding submer¬ 
gence ratio for big dams is much smaller. 
Further, attention is drawn to their inevi¬ 
table siltation caused on account of inef¬ 
fective tank management and maintenance. 
This underscores the weakness of tanks 
as a source of sustainable irrigated agri¬ 
culture. 

The fifth chapter contains the fourth 
study by the author entitled 'Perspective 
on Irrigated Agriculture for theNinth Five- 
Year Plan’. It was prepared for the min¬ 
istry of agriculture and co-operation at the 
closing stage of tlic Eighth Five-Year Plan. 
The study reveals the author’s concern 
about the Indian irrigated agriculture. 
According to the author, the irrigated 
segment of Indian agriculture contributes 
about 60 per cent to the total crop pro¬ 
duction. Hence, any setback to the supply 
of irrigation resource and other related 
inputs of irrigation can prove to be dam¬ 
aging in respect of total production output, 
particularly in the case of grains like w’heat 
and rice which pre.sent prospects of aug¬ 
menting India’s export earnings. The 
author thinks that the potential threats to 
irrigated agriculture need to be addressed 
urgently by the planners and to overcome 
the same he suggests the following: 
(a) avert the shortfall in power sector so 
that the balancing role of the groundwater 
remains intact; (b) restore, rehabilitate and 
modernise public canal systems .so that the 
systems do not collapse and become 
unusable; (c) regulate use of groundwater 
so that excessive extraction of ground¬ 
water docs not take place and to simul¬ 
taneously evolve measures which effec¬ 
tively curb or reduce the demand for 
groundwater; (d) devise ways and means 
to generate funds so that decline in public 
sectoroutlays on irrigation could be aveited 
and maintenance requirements of public 
irrigation systems arc met. According to 
the autho: , underpricing of water from the 
public irrigation system.s is the main 
malaise. He, therefore, suggests enhance¬ 
ment of cost recovery from irrigators but 
is opposed to tariff ba.sed on volume of 
water which he terms as impractical. 

The book under review presents the 
author's views on a variety of themes/ 
issues concerning irrigated agriculture in 
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presented in the book remain the same 
which the author has been propounding 
for over a decade. As on>o^ to ‘small 
is beautiful', the author seems to suggest 
that ‘big is good'. Although he tries to be 
objective, his own bias in favour of public 
canals and against traditional forms of 
irrigation comes out vividly throughout 
the book. In a way, the whole controversy 
between major and minor irrigation sources 
is irrelevant. Major and minor irrigation 
systems cannot be compartmentalised in 
a straitjacket approach of desirability of 
cither one or the other. In reality, both are 
complementary to each other. In some 
cases, if traditional forms of irrigation are 
integrated with modem irrigation .sources, 
the results arc highly favourable. A case in 
point is the system of ahar-pynes in Bihar. 
The tragedy of south Bihar is that the 
medium canal projects of post-indepen¬ 
dence construction were not integrated 
with the existing ahar-pynes in their com¬ 
mands. Further, canals by themselves do 
not provide the assured irrigation needed 
for modem agriculture. The uncertainties 
of canal water invariably force farmers to 
supplement it by groundwater which is 
dependent on assured power supply. In 
fact, availability of assured power supply 
is the distinguishing factor between the 
performance of canal irrigation in Punjab 
and Bihar. 

The author is at his provocative best 
when he says that the linkingof canal tariff 
with volume of wateri.simpractical(pp 34, 
37, 205) and should be avoided for the 
time being. His rejection of this linkage 
is on the grounds of small and fragmented 
landholdings and non-existence of water 
user as.sociations in India. However, his 
arguments are not valid. Volumetric sup¬ 
ply of water at the individual farm level 
is neither feasible nor desirable. However, 
volumetric supply at the minor/distributory 
head is both necessary and desirable. 
Tremendous enhancements in the per 
hectare gains have been witne.sscd in case 
of Maharashtra and Andhra Pradesh where 
large-scale experiments in volumetric 
water supply are being undertaken and 
water user associations are being formed. 

Though at times controversial, the 
present book presents the author's schol¬ 
arly concerns on a variety of irrigation 
issues which have far-reaching conse¬ 
quences on India's food security front. As 
in his numerous other books, here too the 
author carries out his analysis with a rigor¬ 
ous methodological precision. The book 
will be of interest to both academicians 
and policy-makers and would surely pro¬ 
vide them some food for thought. 
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Empowering the People 

Pradhan H Prasad 

State and the People by Lakshmeshwar Dayal; Mittal Publication. 1998; 
ppXIV+331. Rs 550. 


THIS is a historical study of the system 
of governance in India. The history is 
traced basically around the thesis that there 
has been an adverse relationship between 
the .system of governance and the ordinary 
people. By (Mdinary prople is meant those 
who live outside the circle which accom¬ 
modates the ruling coterie and its lackeys, 
enjoying the privileges conferred directly 
on them by state power. Such adverse 
relationship was not much pronounced in 
ancient India because of the highly 
decentralised nature of governance, even 
during the periods of large imperial states 
of the Mauryans and the Guptas. Apart 
from the many historical facts offered to 
substantiate this, the author finds such 
evidence in Megasthenes (3rd Century 
BC) and Fahten (5th Century BC). 

The contrast with medieval Europe is 
forcefully put forth in this work. The de¬ 
centralisation of power in the kingdoms 
and empires in the so-called ‘Hindu' period 
was unique. Such devolution of power 
was unknown in the western world until 
modem times. The hxral councils at dif¬ 
ferent levels, performing many functions, 
were, though not democratic, yet suffi¬ 
ciently autonomous. ‘The Sabha was a 
body consisting of the rich and the power¬ 
ful, but it was still a check on arbitrary 
exercise of power by the king, who was 
dependent on its advice and counsel” (p 50). 
The dignity of the individual was not 
trampled by state power. ‘The individual 
was not a vassal of the ruler, a citizen was 
not a potential mercenary for the king 
whenever he wanted to go to war, as in 
medieval Europe” (p 53). 

The structure of the 'Muslim' state in 
India (apart from some exceptions) also 
did not show any significant break from 
the past. ‘The nature of government in 
India, under the Sultanate of Delhi and 
und«' Mughal rulers, was by and large 
permissive, as far as common people were 
concerned" (p69). Not only was the admini¬ 
stration decentralised, the state remained 
largely secular in nature. ‘‘It is significant 
that, despite the traditional Islamic dis¬ 
crimination between ‘believers’ and ‘non¬ 
believers’. which was politicised by the 
ulemas, in their alliance with .state power 
in latter-day Islam, most Muslim rulers in 
India managed to keep the state a non- 
theocratic agency. In this, they needed to 
resist pressure from the ulemas, and most 
of them did so" (p 71). There occurred a 
sharp break from this tradition when India 
was colonised by the British. 


The state system, after the advent of the 
British, emerged as a highly centralised 
set-up (1757-1857). The Regulating Act 
of 1773 had brought India within the 
political authority of Britain. The study 
succinctly brings out how administration 
maintain^ an attitude of terrorising the 
people. Even a far-fetched and remote 
su.spicion about lack of loyalty to the Briti.sh 
empire would result in ruin of die person, 
family and friends, even to the extent of 
theirextermination, disregarding all norms 
of a civilised society. In this case it was 
immaterial whether the suspect was rich 
with connections or poor. Macaulay has 
been approvingly quoted affirming, “there 
is not a single village, there is not a single 
hut - in which the difference between a 
good and bad collector may not make the 
difference between happiness and mis¬ 
ery”. However, a good collector was rarely 
to be found. 

The author has adequately brought out 
the classcharacteris.tics of the civil admin¬ 
istration (including the judiciary) which 
was heavily tilted in favour of the feudal 
and other privileged classes. Gandhi's 
distrust of and Nehru’s rage against the 
bureaucratic system has b^n well docu¬ 
mented in the book. The bureaucracy, under 
the political guidance of the British, “fa¬ 
cilitated the easy, eventless transfer of 
power” in 1947, which left the pie-indc- 
pendence political and legal set-up secure 
even when the “Englishmen had opted 
out" (p ISO). Further down on the same 
page, the observation of Gunnar Myrdal 
is approvingly quoted, "Britain was able 
to preserve all its financial, industrial, and 
commercial positions in India and Paki¬ 
stan practically intact”. The different 
constitutional legislations led to the instal¬ 
lation of a set-up in which the elected 
representatives and the bureaucrats 
emerged as “partners in power”, with little 
commitment towards democratic values, 
unsuitable development strategies and 
administration’s culpability in all cases of 
natural and other calamities. 

The facts and the analysis provided in 
the book make for a powerful argument 
for the empowerment of the people through 
a federation of autonomous and demo¬ 
cratic village and ward councils, if Indian 
society is to pull out of the quagmire of 
non-development and social repression. It 
would be something similar to the 
panchayati raj system of governance as 
envisaged by Gandhi, which had received 
wide support and was advocated by many 


Indian revolutionaries, including Bhagat 
Singh and his comrades. 

The miracle which can arise fiom mass 
support to a political system was exem¬ 
plified during the Russian Revolution. 
Lenin had suggested a similar system 
for transition to a socialist state. “The 
Boisheviki raised again the slogan so dear 
to the masses. ‘All power to the Soviets’ 
- and they were not merely self-seeking, 
for at that time the majority of the Soviets 
was ‘moderate’... But more potent still, 
they t(wk the crude simple desires of the 
workers, soldiers and peasants, and from 
them built their immediate programme. 
And so, while the Mensheviki and Social¬ 
ist Revolutionaries involved themselves 
in compromise with the bourgeoisie, the 
Boisheviki rapidly captured the Russian 
masses. In July they were hunted and 
despised; by September the metropolitan 
workmen, the sailors of the Baltic Reel, 
and the Soldiers had been won almost 
entirely to their cause” (John Reed, Tert 
Days That Shook the World, Progress 
Publishens, Mo.scuw, pp 30-31). 

This experience led Lenin to conclude, 
writing prior to October 1917 Revolution 
on one of the Fundamental Questions of 
Revolution, ‘‘Power to Soviets. This is the 
only way to make further progress gradual, 
peaceful andsmuoih” (V1 l.enin,Se/e<'red 
Works, Progress Publishers. Moscow, 
1970, vol 2). The Indian left, which has 
been in disarray so far, could ri.se to the 
occasion and demand a democratic 
panchayati raj system as an alternative to 
the pre.sen( administrative system. This 
alternative may pull India out of the non- 
dcvelopmentsyndromc which has afflicted 
this country since independence, lire call 
might be a popular rallying point for the 
masses. TTie consequent .struggle might 
rai.se the ma.ss consciousness to the level 
of a true democratic development. 

The moral of the story seems to be clear; 
and the e xperience already gained in certain 
states in the country seems to justify it. 
Even within the shackles of the prevailing 
sy.stcm the emergence of properly elected 
panchayati raj institutions at grass rtxits 
level would be able to infuse a new, much- 
needed spirit in the polity. Experience in 
West Bengal, Haryana, Madhya Pradesh, 
Rajasthan, Kerala and Andhra Pradesh 
proves this. The system has helped in 
socio-economic development in divcisc 
fields. It has raised the awareness of 
the people, in particular the working 
classes, and acted as a check on caste 
conflict and communal hostilities. There 
is no reason why the Indian leadership 
should nut, even at this stage, accept the 
challenge, allow the civic space to be 
occupied by people's own organisations, 
and let a genuinely democratic system 
come up in the country. 
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The Moral World of ‘Sandalwood’ 
Veerappan 

MSSPandian 

Mudhal Vettaiyuin Mudhal Kolaiyum by Veerappan: Nakkheeran Publications, 
Chennai, 1999; pp 256, Rs 100 (in Tamil). 


‘SANDALWOOD’ Veerappan, who once 
carried a reward money of Rs 40 lakh on 
his head and gave a chase to seven bat¬ 
talions of Border Security Force and a 
4,S(X)-strong combined Joint Task Force 
of Karnataka and Tamil Nadu police, is 
still a free man. His legend, as has been 
recounted in the media based mostly 
on police briefings, is grisly. Smuggled 
san^lwood trees, kidnapped forest offi¬ 
cials, beheaded policemen and bumped 
off police informers were the familiar in¬ 
gredients in these mainstream Veerappan 
narratives. 

The fugitive chose to tell his own story 
in 19%. He told it to a video camera 
carried to his jungle hideout by the local 
correspondent of the Tamil political 
magazine Nakkheeran. This encounter in 
the wild produced nine hours of video¬ 
tapes which were subsequently telecast by 
the Sun TV. The book under review is the 
transcript of these famous tapes that are 
suffused wi th moral anger against the state 
and its minions, an acute sense of com¬ 
mitment to the local community, and an 
urgency to re-establish an alternative 
ethico-moral universe of governance. 

In the opening page of this autobio¬ 
graphical narrative, Veerappan declares, 
‘I do not lie. I lie only to destroy my 
enemies. They tell thousands of lies to end 
me. To end them I too dupe’ (p 43) And 
Veerappan seems to remain truthful to this 
claim throughout the book. He docs not 
hesitate to depict in detail all those 
kidnappings and killings which would 
legally implicate him; he does not hesitate 
to offer his comments - often critical - 
on political leaders such as Jayalalitha, 
Deve Gowda, Karunanidhi and Rajiv 
Gandhi; he does not hesitate to condemn 
the notorious role of the Indian army in 
northern Sri Lanka... 

The book begins with the early days of 
Veerappan. Bom in a poor peasant family, 
whose income from a plot of upland was 
neither sufficient nor stable, Veerappan as 
a child had to forego school. Instead, he 
took to cattle grazing. From cattle grazing, 
it was a short step to hunting. Hunting as 
a sort of ‘non-farm employment’ ran in 
the family from the days of his grand¬ 
father. And it was a survival strategy: ‘I 
hunt What fot7 Because of the condition 
of our family... There is no other means 
for our family to survive...’ (p 46). Within 


a communitarian logic of survival, the 
proceeds from hunting was shared among 
the poor in the village: 

..'.The (Forest I department takes money 
(bribe] to permit us to hunt. Of the money 
that we earned through hunting, we kept 
what was necessary for our food. We gave 
the rest to other p«ople...Pamilies in 
Chengampaadi arc similar to ours. They 
wilted in poverty. We know their suffer¬ 
ing, because we experienced destitution. 
I know what it is to suffer hunger. I have 
been helping .several of them. Never kept 
any money. Never kept any money that I 
earned through hunting (p 49). 

Things got tangled. Now Veerappan is 
entrapped in a .self-perpetuating cycle of 
bribe-giving which was and still is the 
hallmark of forest admini.stration. He also 
took to sandalwtxxl smuggling that lasted 
for a brief eleven months. The money that 
he made gut distributed to numerous poor 
villagers in the forest tracks. 

Being a good Samaritan with a rare 
degree of acceptance among the forest 
villagers, he soon emerged as a trmted 
settler of local di.sputes. Talking about his 
dispute-settlingpanchayat, he notes,‘Cases 
that are stagnating in the coutts are brought 
to me. I render justice after asking the 
disputants to withdraw the cases from the 
court. My justice has become very popu¬ 
lar. When I discuss one case, ten cases will 
be waiting to be settled. They will not 
allow me to sleep even in the night... they 
come to me not only from the forest area, 
but also from the towns’ (p 99). Some of 
the.se cases, according to Veerappan, in¬ 
volved homicide. He made the murderer 
to compensate the victim’s family and 
ensured their survival. He, of course, knew 
why his justice was popular: ‘What will 
happen if they go to court. They will pay 
the lawyer. Ihcy will be kept waiting for 
five to six years...’ (p 100). 

Things went wrong as the pact with the 
forest administration cemented by bribe 
broke down. The chase began. He and the 
community of forest villages were met 
with the barefaced violence of the state 
machinery. Forest camps functioned as 
torture chambers, one of them bearing the 
name ‘woritshop’; villagers who refused 
to part with information on Veerappan, 
were kept in extra-judicial custody in these 
notoriouscamps and arrested underTADA 
on false charges; some disappeared; hun¬ 
dreds of tribal women were raped by 


policemen just for the pleasure of it. As 
Veerappan puts it with iteute iiarcasm,‘To 
rape innocent women, they are given a 
daily allowance of Rs 80’ (p 130). 

The story of superintendent of police 
(SP) Gopalakrishnan, who is known among 
the locsJ villagers as audu ihirudi (‘goat 
lifter'), is instructive here. According to 
Veerappan, ‘HewouldcotnewithSOpolice- 
men claiming that they were .searching for 
Veerappan. On the way, if he saw goats, 
he would catch IS to 20 of them. (He 
would] tie their leg.s, dump them in his 
vehicle and carry them home. He would 
slaughter 2 to 3 goats a day and feast. When 
he is done with the goats, he would come 
back - in search of mure goats!’ (p 123). 
The fate of those who refused to part with 
their goats was worse. They were forcibly 
taken to Gopalakrishnan’s farm to work; 
Gopalakrishnan owned patia land in 
which he dug a new well. To do that, he 
took 30 to 40 people by force. Throughout 
the day, they have to work using crowbars. 
All of them normally survive by labouring 
for wage. Each one has 4 to .5 children. 
Not only that their goats were consumed 
by him. this atrocity of his was unbearable. 
What a SP should do? He should catch 
the wrongdoers and hand them over to the 
government. That is honourable. But this 
follow... (p 123). 

In a lan’dmine attack by Veerappan, 
Gopalakrishnan was injured; and Veerap¬ 
pan is indeed happy as ‘goats are now 
living freely’ (p 129). 

As much as the local community of 
forest villages, Veerappan’s whole family 
was targeted by the fore.st and police 
bureaucracy. His brother Arjunan, who 
went to meet the |)olicc as Veerappan's 
emissary, was detained. Sub.scquently, it 
was declared that he committed suicide in 
a police vehicle on the way to Mysore by 
consuming cyanide. An impo.ssibIe story 
indeed! His sister Maari,a mother of three 
daughters and a son, too was atrested. On 
being released, she committed suicide by 
consuming pesticide. H is 12 hunting dogs, 
reared on cow milk and lovingly named 
asCinniah, Veetha,Chikka, Scna,Cinnak- 
kutty, Chinkili etc, were al.so not spared. 
They were poisoned to death by furc.si 
officials. Poisoned idlis did the murder. 

Each of these and other acts of state 
violence was reciprocated by acts of re¬ 
venge by Veerappan. The cycle of vio¬ 
lence continues. And Veerappan has re¬ 
conciled to his fate. After all, he is sharing 
the legacy of Rama and the Pandavas; 
‘Fourteen years of vanavas was for Kama. 

12 years of vanavas was for the Pandavas. 
God has fixed 25 years of vanavas for me’ 
(p 189). 

While all these details in the book make 
it an essential read for, among others, the 
votaries of joint forest management, it has 


Economic and Pclitical Weekly December 23, 1999 


3659 



iiiuwfi iih;i^ III a. me imuHf w, aiiuaiet 

level, stands as a scathing critique of the 
modem state and its ethic.s of governance. 
Also it is simultaneously a window onto 
an alternative moral universe that governs 
subaltern life worlds. Fur the sake of 
brevity, 1 shall touch upon only three 
elements of this complex and multi-fac¬ 
eted universe: vision of law and justice 
which informs Veerappan the outlaw; his 
engagement with violence which is. in the 
official discourse, marked out as his sin¬ 
gular character; and his relationship to 
nature which ton is constructed in the 
mainstream as opposed to the conserva¬ 
tionist logic. 

First of all, Veerappan contrasts his 
foraying into the forests with that of the 
rich and powerful. Working through this 
contrast, he fleshes out how one cannot 
invest acts of hunting or timber .smuggling 
with a singular meaning and how they are 
contextual. What is more, he shows us 
how unjust law is in its actual working. 
For instance, he notes, 

'fhey misinform that I alone hunt. Some 
Judges come [to the forest). Judges who 
sit in conns and di.spen.se justice, come in 
cars. I have seen it with my own eyes. 
People know about it. They carry guns. 
Licensed guns, 'lire forest ranger conics 
along, fhe District Forest oniccr conics 
along 'I'hcy bring crates of whiskey and 
hraiid>. They kill three or four deers and 
feast on them I'hcy indulge in rcveliy... 
They are oflieials. Nothing of what they 
do is treated a... wrong. But if a cni/y guy 
like Veerappan hunts because of hunger, 
that is wrong (p 47). 

In the same vein, he takes an ironic hxik 
at the newly acquired prefix to his name, i c, 
‘sandalwiHHl': ‘Four loads of rosewood 
reach Anthiyur MLA Petiyasamy every¬ 
day wiihoiit fail. Somehow, the chcckposl 
gates open automatically to let pass the 
Ml.A's truck! He is not given the name 
Kosov-ood Petiyasamy. He is not lucky. 
I hud luck and got the name Sandalwoini 
Veerappan. What else can 1 say' (p 101). 

As much as Periyasamy, King 
Dasaraiiuiii of Kainuyaiiii. wliu hunted 
down ‘Flo elephants to get a mule heir, is 
not sp.irei! I ly Veerappan. After telling the 
talc ol Dusaruihan in all its detail, he 
comincnis.' 1,1111 an ordinary luiinun bci ng. 
Ho killed thoiisiiiid elephants to get a .son. 
I to quench niy liinigcr...’ (p 244). 

Secondly, he makes, throughout the text, 
an impassioned plea against any form of 
violence that is unmediuted by a sense of 
justice. The most revealing instance is his 
advice to tho.se who practise politics of 
militancy: ‘You plant bombs in buses, in 
roads, in houses. Who get killed? Women 
;md Children. Two-year, four-year old 
childix’n, with their limb being tore away. 
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This is not right. It is sinful. Poor like us 
get killed’ (pp 193-94), He suggc.st$ in¬ 
stead that they should target politicians 
who ‘cheat people of their vote, rape women, 
and indulge in injustice* and officials ‘who 
misuse their power and bloody people’s 
lives’. He explicates the rea.son behii^ his 
suggestion thus: ‘ If we too kill people who 
are already tormented and murdered by the 
police and the government, what will be 
their fate?’ We may remember here that 
in most cases he consciously did not harm 
tho.se - including senior police and forest 
officials - whom he considered innocent, 
even when they were mistakenly kidnapped 
by him. 

Finally, though Veerappan make.s a 
living out of the forests, his relation to it 
i.s not one of reckless depredation. It is 
rather intricate. As we have already seen, 
he displays a logic which, in comparing 
needs and excess, implicates even Dasara- 
than. Alongside such discrimination of 
what is legitimate and what is nut, Vccrap- 
|)an’s logic of needs extents to the world 
of all living beings - humaas and non¬ 
humans. 

We target and shoot at the forehead of the 
elephant. It slumps to death without even 
knowing that life is departing. Ciond death. 
To feed on its carca.ss birds come. Eighty 
four lakhs of living beings like birds and 
ants would cat it...Of all charity, feeding 
is the greatest. There is no charity bigger 
than that (p 245). 


animals are endowed with a much better 
sense of what is right and wrong compared 
to humans. His reaction to a hai^ore 
pornographic film with scenes of bestial¬ 
ity. which he watched out of curiosity, is 
worth mentioning. He was plainly dis- 
gu-sted: ‘Animals do not indulge in such 
wrongdoing. They do not have the sixth 
sense* (p 247). It is as though the trouble 
begins where the fifth sense ends. 

The modem state and its logic of govern¬ 
ance cannot acknowledge and compre¬ 
hend this world of ethics and morality 
which differs from its own. After going 
through the tapes, the former inspector 
general of police Laxminarayanan was 
thrilled. For him, it had nothing more than 
what a policeman would ever look for to 
get Veerappan fixing legally: 'In the 
Veerappan affair, this cassette is more 
important than anything else. It has ren¬ 
dered the need for evidence pointless. 
Hasn’t it removed the headache of the 
police completely. Using it, one can get 
Veerappan convicted in a day.’ He did not 
have a single comment to offer about the 
behaviour of the police and the forest 
officials. 

The incommensurability of the language 
of the subaltern and that of the nodem 
.state is where one cun envision a new 
politics and a neiy mode of governance. 
This is exactly why Veerappan’s rendi¬ 
tion of his life and times is critically 
important. 
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Dueimnas in Food Policy 

About Institutional Contradictions and Vested Interests 

JosMooU 

The public distribution system (PDS) is one of the most important and costly welfare programmes in India. 
Till 1997 the PDS was a more or less universal programme, which distributed food to rich and poor 
cardholders alike. This universal set-up changed in 1997, when the government of India introduced targeting. 
The implementation of targeting proved, however, difficult. Based on fieldwork in two Indian states, 
Karnataka and Bihar, the paper discusses some of these difficulties. In particular, it focuses on some 
misconceptions and wrong assumptions underlying the introduction of the targeted PDS. Politicians and 
policy-makers have overlooked vested interests and institutional constraint.^, which often make it impossible 
or at least very difficult to implement the policies as they were meant to be implemented. The paper argues 
that policy discussions are insufficiently grounded in the day-to-day political and bureaucratic realities 
at the state and local level, and that this is, in part, related to the institutional organisation of the policy¬ 


making process itself. 

ACCORDING 10 recent estimates, 
approximately 36 per cent or the Indian 
population lives below the poverty line.* 
This means their income is not sufficient 
to buy enough food. About 80 per cent 
of these poor people live in rural areas. 
In the course of the years, the government 
of India as well as most state governments 
have formulated and implementdd various 
schemes to alleviate poverty or improve 
the social security of these most deprived 
people. These schemes aim to enhance 
self-employment, generate wage employ¬ 
ment, or transfer income to the poor. This 
paper is concerned with one of these 
programmes, the public distribution system 
(PDS), a large-scale food rationing pro¬ 
gramme meant to reduce food insecurity 
and improve welfare. It is one of the most 
important welfare programmes in India, 
on which the government spends about 
Rs 90,(X)0 million per year.^ In the recent 
past, this amount was about SO per cent 
of government spending on anti-poverty 
programmes and 2.5 per cent of the overall 
central government expenditure [Radha- 
krishna and Subbarao i997;Table 2.1]. 

In the 1990s, the PDS has come under 
increasing critique. The system is deemed 
tobetrmcoiitlyftoomuchsubsidy involved) 
as well as insufficiently capable to address 
the issue of food insecurity. It must be 
pointed out, however, that most critics 
were more concerned with the fiscal pro¬ 
blems than with food security of the poor. 
In an attempt to solve thc.se problems, the 
government of India decided in 1996-97 
to introduce targeting. PDS foodgrains for 
the poor became cheaper, while the rich 
had to pay more, states with many poor 
people were allocated more foodgrains 
while Slates with less poor people recei ved 


less foodgrains. Implementation of this 
policy proved, however, difficult. Not only 
was there considerable opposition, there 
is no positive impact on the overall subsidy 
and it is also doubtful whether the poor 
benefit. 

This paper discusses some of these 
problems. In particular, it focuses on some 
misconceptions and wrong assumptions 
underlying the introduction of the TPDS. 
1 will argue that the proposal to target the 
PDS is based on some amount of wishful 
thinking and perhaps naivety. Policy¬ 
makers have overlooked vested interests 
and in.stitutionBl constraints, which often 
make it impossible or at least very difficult 
to implement the policies as they are meant 
to be implement^. I will argue that policy 
discussions are insufficiently grounded in 
the day-to-day political and bureaucratic 
realities at the state and local level, and 
that thisis, in part, related to the in.stitutional 
organisation of the policy-making process 
itself. 

The organisation of the paper is as 
follows. In the first section I will briefly 
describe the PDS, its problems, the solution 
to target and the difficulties to implement 
this policy. The .second section discusses 
some assumptions unrferlying the proposal 
to target the PDS and in what respect they 
are wrong. In the third section I try to relate 
this mismatch between policy assumptions 
and the real world in which policies are 
implemented to some characteri.stics of 
the policy-making process itself. The 
fourth section concludes the paper. 

What is important to note at ^e onset 
is that this paper reflects work in progress 
and that at several points further empirical 
investigation as well as elaboration of the 
arguments is required. 


I 

Public Distribution System - 
Problems and Solutions 

The origins of the Indian public food 
distribution system (PDS) can be traced 
back to the second world war and the 
Bengal famine in 1943, when the colonial 
government felt the need to develop a food 
policy for the country. Over the years the 
system expanded enormously, in area 
covered, in quantity of foodgrains handled 
and in costs in vol v^ [Mooij 1998; Jharwal 
1999; Suryanarayana 1995]. A major 
breakthrough came in 1964-65 with the 
establishment of twoin.stilutions: the Food 
Corporation of India (PCI) and the Agri¬ 
cultural Prices Commission (now Com¬ 
mission on Agricultural Costs and Prices). 
The former is a large parastatal trading 
corporation responsible for procurement, 
storage, transport and distribution of 
foodgrains. The latter advises the Indian 
government on pricing policy for agricul¬ 
tural commodities. Since the mid-1960s, 
PDS serves several objectives simul¬ 
taneously, namely, (a) to cope with emer¬ 
gency situations, such as droughts; (b) to 
distribute food at fair prices to vulnerable 
people; and (c) to guarantee remunerative 
prices to farmers [Mooij 1998]. 

During the last decade, the PDS dealt 
with between 11 and 19 tonnes per year, 
which is about 10-15 per cent of the total 
production of foodgrains in India. The 
government of India procures the.se food- 
grains in areas with surplus production, 
and distributes them in the whole country. 
Table 1 shows thestatewisedistribution of 
foodgrains in the decade 1986-1996. The 
table shows thatdistribution is very uneven. 
Kerala was the state which beneiited most 
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of foodgrain distnDuuon between Ac mid< 
1980 s and the inid-199(h, while a very 
poor state like Bihar hardly benefited. The 
average all India per capita distribution in 
the 1990s was about 16 kilos per year. 

For quite some time, the PDS was seen 
as a given, as an essential component of 
India's food security policy. However, in 
the wake of the structural adjustment pro¬ 
gramme which was introduced in 1991, 
the PDS has been increasingly criticised. 
The main bone of contention is the sub¬ 
sidy. which is considered unsupportable 
(eg, Bhagwati and Srinivasan 1993; 
Randhawa 1994]. Anotherpointuf critique 
is that there arc considerable leakages. 
Food that is meant to be sold at fair prices 
in ration shops sometimes never reaches 
the cardholders because it is lost or sold 
illegally toothers]Ahluwalia 1993; Mooij 
1999a]. Another point of critique is related 
to the persistence of malnutrition. Despite 
the huge subsidy and the large-scale of this 
intervention, the fotxl security of many 
vulnerable households is .still marginal or 
insufficient. Distribution to the states ha.s 
not been proportionate to the number of 
poor people in each state, and within states 
(he available supplies have not gravitated 
in favour of the poor fTyagi 1990].^ 

In an attempt to bring down the subsidy, 
the government of India has raised the 
PDS retail prices several times in the first 
half of the 199()s (but never considered 
to bring down procurement prices). 
Ironically, this only added to the problems. 
It meant that the price difference between 
PDS foodgrains and open market food- 
grains came down and that the willingness 
of consumers to buy PDS commodities 
decreased subsequently. Since procure¬ 
ment continued, the result was an un¬ 
precedented high stock level, which further 
added to the subsidy bill. In 199.5-96 part 
of the stocks have even been exported 
[Ghosh et al 1996], 

All this only added to the feeling that 
dra.stic measures were needed, and in 1996 
the government of India decided to intro¬ 
duce targeting: to convert the universal 
PDS into a Targeted PDS (TPDS). The 
TPDS involves a subdivision of the whole 
population in two sections: BPL families 
and APL families, where BPL means lx;lu w 
poverty line and APL stands for above 
poverty line. The policy is that BPLfamilies 
receive 10 kilos of fexxigrains per month 
at subsidised prices, while APL families 
receive a variable quantity fur a higher 
price, and only during a transition period. 
Local level political bodies(gtam panchayats 
and gram sabhas) should be involved in 
the identification of APLand BPL families. 
In early 1999 a further price rise of APL 


foodgrains was introduced, in order to 
reduce the subsidy for APL families. 

This policy implies not only a re¬ 
allocation of foodgrains between BPL 
and APL families, but also a re-allocation 
of foodgrains between the various states 
within India (Table 2). The new allotment 
of foodgrains to the states is based on the 
number of households below the poverty 
line. According to the initial plan, the 
allotment of foodgrains to all states was 
reduced. However, in some cases, the 
actual supply increased, which was 
intended. Bihar, for instance, lifted less 
than a quarter of the allotted quantity in 
1995-96.'* Under the new scheme it lifts 
much more, since ftuxigrains (mainly BPL 
for Bihar) have become cheaper. In short, 
some states, with high levels of poverty 
but relatively little food distribution prior 
to the TPDS, benefit from the new policy, 
while other states with lower levels of 
ITOverty and higher levels of PDS in the 
past arc hound to receive less foodgrains. 

Tabic 2 gives only an aggregate picture 
of the statewise allocation, as per the first 
policy document |Gol 1997]. On the basis 
of fieldwork and interviews in Karnataka 
and Bihar, it is possible to make the 
following ohscrv.'itiuns: 

(I) In both states it was diHlcuK to select 
(he bcneficiaric.s, i c, to di.stinguish the 
APL from the BPL households. In 
Karnataka there was a special PD.S scheme 
already: the green card scheme meant for 
the rural poor. The ftxxigrain sold to green 
cardholders was additionally subsidised 
by the government of Karnataka. The 
problem that arose with the introduction 
of the TPDS was that there were six million 
green cards in Karnataka, while (he TPD.S 
allotment for UPL families was based on 


only 2.9 million poor households. This 
meant the number of green cards had to 
be reduced by about SO per cent. This 
never happened. Initially foodgrain distri¬ 
bution was cut dttwn drastically for all 
green cardholders as well as others. At the 
end of 1997. the government of India 
restored allotment to Karnataka more or 
lcs.s to the old level. The FCI was having 
the foodgrains anyway, and had to dispose 
of them in one way or another. The 
Karnataka government pays an additimtal 
subsidy in order to give 10 kilos of BPL- 
priced foodgrains to all six million green 
caniholdcrs, rather than to 2.9 million 
poor households.^ In Bihar, the govcin- 
ments claims that it has distributed red 
cards to tlic |xxir afler tlic introduction of 
the TPDS. In reality, however, there arc 
many poor households who do not have 
a red card. There arc also many hou.scholds 
with a red card who never get the feod- 
grains, because they are never or only very 
rarely available in (he PDS shops 

(2) In Kumatakadistribution has continued' 
more or less as it was before. After an 
initial reduction of ftxxigrain pi'r family, 
allotment was restored to the pre-TPDS 
level. In Bihar lifting has incrca.sed very 
much. While lifting was only 25 |x.t cent 
of allotment before (he intnxluciion of 
TPDS, it was almost 75 per cent in 1998.*’ 

(3) As mcKtioned, immediately after the 
introduction of the TPDS, there was a 
severe reduction of ftxxigrain tlislrihution 
in Karnataka. In Bangalore, cardholdcis 
were entitled to a maximum of 21 kiltts 
of foadgrain.s (depending on family .si/e). 
This was reduced to 10 kilos lor BPL 
families anil S kilos for APL families. But 
within 8 months distribution was restored 
more or less to the old level. The impact 
on the price was small (but negative) for 
green cardholders, while the impact was 


Tabu: I: SrATfiwisi DcsTnifiUTtoN oi- PDS FoixxjRains anii Povrurv 


.Stales 

Average Annual Lifting 
of PDS rrxxlgrains 
(1986-96) 
(Thousand Tonnesp 

Per Capita 

Dislribulioti of FixHigrains 
(1993-94) 

(Kilos IVr Year)** 

Percentage of 
People below ihc 
Poverty l,mc‘ 

Andhra Pradesh 

2.396 

33 

22 

Bihar 

527 

6 

55 

Gujarat 

801 

13 

24 

Haryana 

97 

5 

25 

Karnataka 

900 

18 

.13 

Kerala 

1.776 

63 

25 

Madhya Pradesh 

481 

6 

43 

Maharashtra 

1.489 

13 

37 

Orissa 

426 

12 

49 

Punjab 

24 

1 

12 

Rajasthan 

662 

13 

27 

Tamil Nadu 

t.on 

19 

35 

Uttar Pradesh 

661 

4 

41 

West Bengal 

I.4S4 

19 

36 

India 

15,309 

16 

.36 


Sources: a Governnwnt of India, 1997, Annexure-tl. 
b Radliakrishna et al, 1997, table 3.7, 
c Government of India. 1997. Appendix-IV. 


Economic and Political Weekly December 25, 1999 


A-115 



laf:ge (and negative) for the other card¬ 
holders. In Bihar, too, cardholdens did not 
experience much difference. Before the 
introduction of the TPDS, they did not, 
or very rarely, receive the foodgrains. The 
same is true aAer the introduction of the 
TPDS (even though lifting increased 
considerably), although there is a lot of 
variation within Bihar.^ 

(4) Because the allotment and offtake of 
foodgrains came down in Karnataka imme¬ 
diately after the introduction of the TPDS. 
the PDS wholesale and retail dealers 
suffered a severe (but temporary) blow. 
These dealers derive their income from a 
fixed wholesale and retail margin. When 
the quantity comes down while the margin 
remains the same, the income decreases. 
The main wholesaler in Karnataka is the 
Karnataka Food and Civil Supplies Corp¬ 
oration, which runs about 130 outlets." 
This Corporation depends fully on the 
wholesale of PDS commodities. It is a 
parastatal with approximately l.SOO staff 
members and an annual turnover of more 
than 3.()(X) million rupees. The Corporation 
had some financial difficulties already 
before the 50 per cent reduction of PDS 
foodgrains to the state was implemented, 
but these were intensified with the TPDS. 
The same is true for the retail dealers. In 
Bihar, the wholesale and retail dealers 
benefited. They received more foodgrains 
ihan they did before, 'fhis was explicitly 
acknowledged by the managing director 
of the Bihar State Food and Civil Supplies 
Corporation, who mentioned that the TPDS 
was one of the things that helped the 
Corporation toovercomc some of its finan¬ 
cial difficulties in the recent past. 

(5) The overall food .subsidy required to 
run the PDS has not changed very much. 
The 199X-99 budget allocated an amount 
of 90,OCX) million rupees for the PDS (20,0(X) 
more than two years earlier). By January 
1999 it was expected that the actual 
expenditure would be around l,05,(X)0 
million. For that reason the government 
ot India introduced a price hike on both 
APL and BPL commodities, which was 
partial ly withdrawn after a storm of protests. 
In short, many of the intended effects did 

not materialise. The PDS did not become 
iesscostly; in several states, the governments 
did not even seriously begin identifying the 
real benenciarics; and many of the poor 
in a poor state like Bihar did not benefit. 

11 

Assumptions in the Poiicy 
Debate and Solutioms 

These outcomes are not surprising, 
afthough they were not intended and 
probably not foreseen by most designers 
of the TPDS. First of all. the policy-makers 
have chosen to focus theirattention mainly 
on one aspect of targeting: exclusion of 
the rich from the PDS (i e, reduction of 
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E-mistakes > excessive coverage of the 
programme). The other aspect, i e. inclusion 
of the poor (i e, reduction of F-mi.scakes 
- failure to reach the target group), has 
received less attention. The main objec¬ 
tive from the start onwards was to reduce 
the fiscal burden, rather than to improve 
food security.^ In addition to this, it seems 
that the policy-makers have worked 
with a number of assumptions which now 
prove to be wrong. These include the 
following. 

Assumption I - targeting will help to 
reduce the food subsidy bill: This is a very 
powerful assumption. TTie argument seems 
very self-evident and convincing: if you 
reduce the number of beneficiaries who 
receive subsidy, the total amount of subsidy 
will come down. This may be true in some 
instances, but in the case of the PDS there 
are two difficulties. First, the argument 
only holds when the subsidy given to the 
selected group is less than the previous 
universal subsidy. In the case of the TPDS, 
this is doubtful. The foodgrain prices for 
BPL families are substantially lower than 
the PDS prices before the introduction of 
targeting. Secondly, the PDS subsidy is 
not only a consumers’ subsidy but also a 
producers’ subsidy. The subsidy bill does 
not only depend on the number of 
beneficiaries and the price they pay, but 
also on the amount of foodgrains purchased 
by the Indian government and the 
procurement price. Since 1991 procure¬ 
ment prices have experienced steep 
increases [Swaminathan 1999], The FCI, 
the procuring agent, has to purchase every 
quantity that is offered. 

This issue is largely ignored in the debate 
around targeting. But as long as the 


government of India continues to procure 
at high prices and as long as the PCI has 
an obligation to take eveiything that is 
offered (more than what it needs under 
TPDS conditions), the subsidy will lemain 
high, whatever the FCI issue prices and 
whether distribution is targeted or not. 
This is so because, in case of high FCI 
issue prices, the offtake will come down 
and the FO canying charges will increase, 
while low FCI issue prices imply greater 
losses on each quantity of foodgrain 
handled. In short, there is no reason to 
a.ssume that taigeting, even when strictly 
applied, will help to solve the (Moblems 
of the PDS. As long as the level of procure¬ 
ment does not come down, the FCI has 
the foodgrains and has to dispose of them 
in one way or another. 

Assumption 2 - the poor in poor states 
will benefit if foodgrain allocation to these 
states is increased andfoodgrains become 
cheaper: Here, too, the argument seems 
self-evident. If more and cheaper food- 
grains are allocated for the poor, the poor 
will benefit. The argument assunres a 
reasonably well-functioning PDS delivery 
system which is abletobring the foodgrains 
to the beneficiaries. In a poor state like 
Biharsuch delivery system, however, does 
not exist. 

The delivery system in Bihar has several 
problems. First, as I have argued in Mooij 
(1999c), it is very corrupted. Dealership 
of PDS commodities as well as member¬ 
ship of the vigilance committees arc seen 
as positions in which it is easy to earn an 
illegal income. The procedure to appoint 
people to these posts is fully politicised. 
Members of the legislative as.sembly 
(MLAs) or other politicians are appointed 


Table 2: Reaixocation of Foodgkains as a Result of TPDS 


Stales 

Before Tareeline 

After Tarectina 


Percentage 
of People 
below the 
Poverty Line 

Allotment 
of Foodgrains 
in 1995-96 
(Thousand 
tonnes) 

Allotment 
for BPL 
Families 
(Thousand 
tonnes) 

Additional 
Altoimeni for 
APL Families 
(Thousand 
tonnes) 

Total BPL 
and APL 
(Thousand 
tonnes) 

Andhra Pradesh 

22 

2,812 

392 

2,005 

2,397 

Bihar 

55 

1,087 

1,031 

- 

1,031 

Gujarat 

24 

1,244 

239 

562 

801 

Haryana 

25 

263 

88 

9 

97 

Karnataka 

33 

1,803 

345 

555 

900 

Kerala 

25 

2,385 

184 

1,592 

1,776 

Madhya Pradesh 

43 

1,164 

640 


640 

Maharashtra 

37 

1,958 

725 

764 

1,489 

Orissa 

49 

1,210 

382 

45 

427 

Punjab 

12 

172 

52 

- 

52 

Rajasthan 

27 

1,506 

260 

402 

662 

Tamil Nadu 

35 

1.900 

549 

461 

1,010 

Uiiar Pradesh 

41 

1,735 

1,146 

- 

1,146 

West Bengal 

36 

1,955 

559 

895 

1,454 

India 

36 

25,564 

7038 

9448 

16.486 


Soun'ey. a govenunenl of India. 1997. Appendix-IV. 

b Based on Radhakrishna et al, 1997, Table 3.6. 
c Government of India, 1997, Annexuie-ll. 
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ex oiiiuiu ui iiMM I'cbuiiuiHjiiuaiions. as 
a result, it is mainly local-level politicians 
or clients of MLAs who are appointed. 
Secondly, the Bihar State Food and Civil 
Supplies Corporation, which is the only 
PDS wholesale agent, does not have the 
infrastructure to distribute the foodgrains 
properly. As Jharwal (1999:46) states; 
For example, in Gumla district of Bihar, 
the nearest godown at Padni was 12 kms 
away while the farthest at Kurdegin was 
220 kms away from the PCI depot at 
Ranchi. In the whole district of Gumla, 
there were only eight godowns for 18 
blocks. In the district, of these godowns, 
six were repotted to be not very safe for 
storage (...). Even in Ranchi district, there 
were only 11 godowns for 20 blocks. In 
the district ofLohardagga, there were three 
godowns for five blocks out of which two 
were at the district headquarters. In the 
district orQiaibasa(Singhbhum),(...)thcre 
were only two FCI depots (...), and one 
of the State Food and Civil Supplies 
Corporation (SFC) godown was as much 
as % kms away from the FCI depot. 
Apart from lack of warehouses, the 
Corporation is in an extremely poor 
financial shape. There is no working capital 
to purchase the PDS commodities from 
the FCI; it is the PDS dealers who have 
to advance the money every month. The 
mobile vans, meant to bring the foodgrains 
from the godowns to the shops, are ail in 
need of repair or there is no driver and 
money for fuel. There are districts in which 
the depot managers and other Corporation 
staff members have not received their salary 
for 12-18 months or longer. Given this 
fact, it is not surprising that some of them 
try to get some payment in kind, if they 
do not get it in cash. And indeed, mal¬ 
practices such as illegal sales of the com¬ 
modities and misappropriation of money 
occur regularly.'® 

The result is a very poor distribution. 
We conducted several surveys around 
Patna and in Ranchi district in south Bihar. 
It is clear that many people did not have 
a card even though they were eligible 
according to the official criteria. Sometimes 
people possessed red cards, but wereunable 
to buy food from the PDS shop, because 
it was rarely available. Many people said 
they had a card, but could not show it 
because it was kept by the PDS dealer 
himself. Several PDS dealers I interviewed 
confirmed that foodgraias hardly reach 
the consumers, but that the lion share is 
sold illegally by themselves [see also Mooij 
1999a], and a few confessed to possess 
100-ISO bogus cards themselves. 

Assumption 3 - the delivery system is 
able to cope with targeting: In Bihar, the 
PDS wholesale agent and retailers bene¬ 
fited from the TPDS. In other states, how¬ 


ever, the TPDS meant a reduction of the 
distributed quantities. Potentially, this can 
have a fairiy negative effect on Ute delivery 
system. In Karnataka, wholesale is done 
by the Karnataka Food and Civil Supplies 
Corporation as well as co-operatives. The 
Corporation (and many of the co¬ 
operatives) are financially almost fully 
dependent on die sale of PDS commodities. 
When the allotment is reduced, the achial 
offtake is also likely to come down, and 
when the commission is not adjusted, the 
wholesalers land in trouble. The same is 
true for the retailers. Already in 1991-92 
I found that the financial position of many 
retailers was precarious. Their net income 
at that time was about Ks 550-600 
monthly," but they had to make large 
investments relative totheirsmallearnings. 
In Karnataka, the rural dealers have to 
collect the allotted quantities of foodgrains 
and sugar once per month only.'^ This 
means, they have to dispose of a relatively 
large amount of money: the value of one 
month's stock, which came to approxi¬ 
mately Rs 15,0(X) in 1991-92. Many of 
them survived by selling a part of the 
foodgrains and sugar in the IWe market, 
and some relied on informal moneylenders 
for the required amount of cash every 
month (Mooij 19996:153-4], 

The reduction of PDS foodgrains only 
increased the financial problems of the 
fair price shop dealers. The monthly 
allotment to their shops was cut by 50 per 
cent. This reduced the monthly cash re¬ 
quirement, butalso the incomes came down 
because the commission remained un¬ 
changed. This problem was acknowledged 
by the government of Karnataka, and in 
order to meet the problems of the dealers 
the government allowed the PDS dealers 
to trade in other non-controlled comnuxii- 
ties as well. Previously, this was forbid¬ 
den, because this non-PDS business was 
thought to interfere with the PDS. This 
relaxation of the rules, however.only solved 
the problem of a small number of PDS 
dealers', those with skills, necessary capital 
and networks to build up another business. 

A reduction of allotted quantities can 
easily undermine the viability of the deli¬ 
very system, especially if the dealers invol¬ 
ved depend almost exclusively on the 
incomes derived from the sale of PDS 
commodities. In principle, thecommission 
could be revised to compensate for the 
losses incurred as a result of the cuts in 
quantities. The government of India, how¬ 
ever, did not do this. Also state govern¬ 
ments are generally very reluctant to take 
such decisions, since they are afraid of 
being blamed for prioritising the interests 
of the PDS dealers over those of the consu- 
mers/cardholders. The result is a proble¬ 


matic situation-Ihave nodoubt thatinsttffi- 
cient inconre for the PDS dealers adds to 
poor service and illegal sales of the 
commodities. 

Assumption 4 - it is possible to organise 
a proper selection of beneficiaries: 
Generally, the introduction of tasting 
assumes that it is possible to select bene¬ 
ficiaries. In the case of conversion of an 
exisdng universal system into a targeted 
one, as was the case with the TPDS, the 
assumption is even farther-reaching: dut 
it is possible to exclude people from bene¬ 
fits they were hitherto not excluded from. 
It is not inclusion that is the issue, but 
exclusion. 

Implicitly, the government of India 
acknowledged that the identification of 
beneficiariescould be problematic. It formu¬ 
lated several guidelines [Gol 1997:3-4] 
and .stipulated that the local level political 
bodics(gram panchayats and gram sabhas) 
should be involved. In reality, the identi¬ 
fication has been problematic, for various 
reasons. In Karnataka, where there was a 
special scheme already for the poor, the 
TPDS meant a further selection. This was 
politically unfeasible. The green card 
scheme that existed already in Karnataka 
serves more interests than only foodgrain 
distribution. Politicians regard the scheme 
as one of the ways in which they can show 
that they take the concerns of the poor 
seriously, and which can give them votes, 
llie scheme is impoitant in the populist 
type of politics that has developed in the 
state (Mooij 1999c]. In such a situation, 
reduction of the number of beneficiaries 
is not an attractive option for .state-level 
politicians. As a result, the government of 
Karnataka did not organise a new identi¬ 
fication process, but decided to continue 
with an additional state subsidy. 

In Bihar, this type of populism docs not 
exist, and neither was there already a special 
food programme for the rural poor. In 
name, the government of Bihardistributed 
new red cards to BPL families. One of the 
difficulties, however, is that the gram 
panchayats and the gram sabhas could not 
be involved. As a former food commis¬ 
sioner in Bihar explained to me. these 
institutions “are in a sleepy condition": 
there have been no elections .since 1978. 
As a re.sult the identification of the bene¬ 
ficiaries, as far as it has been done, was 
undertaken fully by the administration or 
the PDS dealers themselves. 

Ill 

Characteristics of the 

Policy-making Process 

Perhaps the most important underlying 
assumption in almost all policy-making, 
whether related to food or not, is that the 
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niciv wcwistvii Ml me syscem 

diffevntly is sufTicient Many policies aie 
based on a rather simple unilinear idea that 
policy-making results in a set of decisions, 
which are then implemented. At best, it 
is acknowledged that there is a process of 
feed back, and that policiescan be adjusted 
- a cyclical rather than unilinear pattern 
of policy-making. But the assumption 
remains that decisions made by policy¬ 
makers can be more or less successfully 
imposed on others in the process of policy 
implementaticm. Implemen tin g agents(e g, 
local level officials, civil servants at the 
state level) are thus seen as unproblematic, 
and not as actors in their own right with 
their own interests and .strategies. And 
policies are seen as determinants of beha¬ 
viour, rather than as resources in inter¬ 
action, which may be used, misused, mani¬ 
pulated or simply neglected [von Benda- 
Beckmann and van der Velde 1992]. 

An alternative way to conceptualise 
policy processes is the interactive model 
(e g, Thomas and Grindle 1990], which 
stresses the continuous processes of 
interaction between interested parties. Both 
the process of policy formulation and that 
of implementation can be regarded as 
politit^ arenas, in which different actors 
with different backgrounds, strategies, 
interests and power are trying to stake their 
claims and to organise the future in a 
favourable way for them. In this re.spect, 
government officials are not different from 
other actors. They all interact and use the 
policies as well as other resources in their 
negotiations with one another. 

The policy formulation arena is often 
separated from the arena of implementa¬ 
tion. The two arenas may partly overlap, 
but usually and to a certain extent, there 
are different actors, with different interests 
and there are different trade-offs and 
constraints. Hiis partial separation is all 
the better. If the two arenas would com¬ 
pletely overlap, policies would always 
reflect the social and political status quo, 
and initiatives to change this status quo 
could not emerge. The partial separation 
allows for the possibility to create new 
policies (resources) to be used in the day- 
to-day struggles over the distiibution of 
food and other assets. (For instance, land 
reform legislation can be enacted because 
the numerical representation in the policy 
formulation arena of those who would 
benefit outweighs that of those who would 
suffer. In the implementation process, how¬ 
ever, it is economic power which counts 
rather titan the law of numbers. It is very 
obvious that the land reform policy is not 
a determinant of behaviour. However, it 
isnotfutileeitheT,becauseitcanbeused as 
aresouice in struggles over access to land.) 


A special characteristic (rfthe food policy 
process in India is that the gap between 
the two arenas is exceptionally wide. Food 
policies are shaped at the central level, by 
central state politicians and senior civil 
servants. These politiciansare less concern¬ 
ed with their immediate popularity than 
than their colleagues at Ae level of the 
federal suues. They are also less aware of 
the practical and political difficulties at 
the local level resulting from their policies. 
The central and state politicians may try 
to protect the interests of their consti¬ 
tuency, but when it comes to general policy 
matters, they are faced with the necessity 
to bring down budget deficits, to ensure 
economic growth, to give and take to/from 
other political parties in a coalition gover¬ 
nment, to satisfy international agencies 
and important collective national interest 
groups (such as national industrialists or 
the agrarian bourgeoisie). 

The implementation arena, at the state 
and local level, is a very different one. The 
state politicians are much closer to the 
people for whom the policy was meant to 
make a difference. They find it much more 
difficult to implement policies which 
undermine their immediate popularity. In 
south India, where food policy plays a role 
in vote-catching politics, this means they 
are very reluctant to implement a tight 
form of targeting. They rather please as 
many people as possible. In Bihar, where 
there is no articulate demand for a proper 
implementation, they allow various 
malpractices around the PDS and continue 
to benefit from these. 

This wide gap allows for the possibility 
of new policies which threaten vested 
intere.sts at the local level. But there is also 
a risk that the formulated policies have too 
little connection with the day-to-day reality 
in which they have to be implemented. 
The gap makes it possible todesign policies 
in an abstract, disembedded world, without 
much concerns about the state and local 
level processes of implementation. Issues 
that make implementation in the real 
world rather difficult can be easily over¬ 
looked or neglected. My impression is that 
this is what happened with the proposals 
to reform the PDS. They are basMl on 
unrealistic assumptions and neglect several 
important constraints which characterise 
the day-to-day food policy practices at the 
local level. 

IV 

Points for Discussion 

To conclude, I would like to emphasise 
the following points. 

(1) If the government of India wants to 
reduce tiie food subsidy, it has to confront 
tile issue of procurement. So far, this is.sue 


is almost completely neglected in the 
discussion on the fo^ subsidy.! would 
argue that this is related not only to the 
fact that international agencies push the 
idea of targeting, but also to tiie fact that 
itenablespoliticians not to make unpopular 
statements aboutareduction of government 
support fortheagricultural sector. Procure¬ 
ment pricing is a politically sensitive issue, 
and no political party would like to create 
the image that it considers to introduce 
serious changes to the present set-up. 

I am not arguing that something should 
be done about this privileged position. 
One may argue that there are good reasons 
for high procurement prices (because they 
would work as a pr^uction incentive). 
Hie only argument I make is that {f the 
goveniment of India wants to reduce the 
food subsidy, it has to take procurement 
policy into account. This policy contributes 
as much to the overall food subsidy bill 
as distribution. 

(2) Changing a universal system into a 
targeted one is difficult, perhaps almost 
impossible. If food subsidy has to become 
targeted, it is probably better to start from 
scratch, and to develop a wholly new 
system, rather than to try to convert an 
existing universal system into a targeted, 
one. There ore too many vested interests 
to do so. 1 am not arguing that the system 
should be targeted (in fact, 1 tend to think 
it is better to keep the universal system), 
but if politicians and policy-makers decide 
that targeting should be implemented, the 
best thing seems to design a wholly new 
targeted policy. This could, for instance, 
involve the introduction of food .stamps. 
It would do away with the present 
infrastructure; the PCI would no longer be 
necessary (except for buffersuxik ope¬ 
rations), and there would be no need for 
ros wholesalers and retailers. (Obviously, 
some kind of solution should tie found for 
the tens of thousands of employees 
presently involved in PDS wholesale and 
the hundreds of thousands PDS dealers.) 

(3) In a situation of severe maladmini¬ 
stration and a non-functioning delivery 
system, one cannot expect that allotted 
quantities will reach the cardholders/ 
bencriciaries. This is nut to say that the 
foodgrains have no impact on poverty 
whatsoever. In one way or another they 
reach the market and the consumers. If 
they are not sold in the PDS outlets, they 
are sold in other ouilct.s, and it is likely 
that they have some impact on the overall 
level of prices and on price fluctuations. 
Complete abolition of the PDS in stales 
where the system docs not function is 
therefore not dc.sirable. But a possible 
alternative is to resort to .straightforward 
open market sales of the PDS commodities. 
The FCI awld sell the allotted quantities 
directly to private traders from different 
parts of the .state. It could do so more in 
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those periods of the year in which foodgrain 
prices tend to rise. I expect that this will 
more or less have the sitine overall impact 
as the prc.scnt PDS system, but it will be 
less costly and it offers less possibilities 
for earning illegal incomes. 

Straightforward open market sales of 
PDS commodities is, of course, not a 
satisfactory solution in the long run. My 
suggestion concerns only those situations 
in which the presently existing delivery 
system works extremely poorly. 

(4) More importantly, in these situations 
something nced.s to be done to improve 
thcqualiiyofthe administration. Politicians 
have to bwome accountable and the ethics 
and morale within the bureaucracy has to 
improve. It is impossible, however, to 
simply implement these kind of things. As 
the interactive policy model suggests; even 
after the policies are formulated, they are 
used, misused, manipulated, neglected etc 
by various.stakeholders, of which some are 
more informed and powerful than others. 
What is required is a more demanding and 
empowered public, which has the idea that 
the government shou Id work for the people, 
that also the poor have a right to a better 
treatment and that these things are within 
the realm of the po.ssible. I doubt whether 
in a state like Bihar fixxi distribution itself 
will contribute to this awareness. In some 
south Indian states, it did, as I de.scribe 
in Mooij {iy99c). An important factor 
is literacy. It is an established fact that 
being literate makes people less submis¬ 
sive and more demanding. It also enables 
people to read newspapers, and become 
more aware of the outside world, in 
which things may be better organised 
than in their own one. But more creative 
thinking is necessary to design policies 
and institutions which contribute to a 
dynamic process of participation and 
empowerment. 

(.S) 1'iic widt* gap that exists between the 
fcx)d policy-making arena and the imple¬ 
mentation arena is both an as.sct and a 
constraint. It is iin asset because it allows, 
in principle, to make fairly radical pro¬ 
posals. which would be impossible to take 
at the state level. On the other hand, there 
is a risk tint the policy-makers work with 
unrealistic assumptions and neglect im¬ 
portant practical issues. ‘DcUiils* such as 
the financial situation of retailers and 
wholesalers, or the political dynamics at 
the liKnl level at which selection of bene- 
fitdancs has to take place are tix) important 
to lx‘ neglected in the policy-making pro¬ 
cess. The policy-making poxess should 
therefore be organised in such a way that 
thc.se issues are not neglected, but more 
taken into account from the start onwards. 


Notes 

[This paper presented at the seminar on ‘Social 
Security in India', April 1S-17, 1999 in New 
Delhi, organised by Ute Institute for Human 
Development and the Indian Society of Labour 
Economics. The author would like to thank M H 
Suryanarayana and the contributors to the seminar 
for tteir helpful comments, and Alok Deo Singh 
for his work as research assisuuil. This paper is 
part of a larger research project ‘Social Policies 
and Legislation in India. From Independence to 
Structural Adjustment', financed by the Indo- 
Dutch Programme for Alternatives in 
Development.1 

1 Ba-sed on (he methodology of the ‘Expert 
Group on Estimation of Proportion and 
Number of Poor', constituted by the Planning 
Commission under the chairmanship of late 
Lakdawalta. The poverty ratio of 36 per cent 
refers to 1993-94. 

2 In early 1999, Rs 90,(XX) million is approxi¬ 
mately 1.4 billion pounds, or 2.2 billion US 
dollars. 

3 A Ithuugh some of the critical points mentioned 
above could have been voicnl lOor 1.5 years 
ago, and indeed were fe g,HatTiss 1983], the 
critique of the PDS has become more out- 
.spoken and widely shared in the 1990s. 

4 The allotment to Bihar was 10,87,000 tonnes 

in 1995-%, while the sute lifted only 2,51,000 
tonnes (based on Radhakrishna et at 1997; 
Table 3.6). 

5 The slate .subsidy, around Rs 3,US0 million 

per year, is, however, still less than what the 
government of Karnataka used to give 
before the introduction of TPDS. In effect, 
in the case of Karnataka, the THIS transferred 
part of the subsidy burden from the state 
to the ceiiiral government- 

6 According to data obtained from the Bihar 

.State Pood and Civil Supplies Corporation. 
December 1998 lifting of BPL wheat was 96 
per cent, BPL rice was 55 per cent, APL 
wheat was 78 per cent, and APL rice was 
only 5 per cent. 

7 Recent spells of fieldwork revealed that in 

certain parts of Bihar people are very well 
served by the PDS, .md smivisingly, these 
are sometimes very remote and fairly 
inaice.ssiMe areas. 

8 In addition there is an almost equal amount 
of wholesale depots run by co-operative 
societies. I did not investigate Uie impact of 
the new policy on their performance, but it 
is very likely that they experienced the some 
problems us the Karnataka Food and Civil 
Supplies Corporation. 

9 Thanks to M H Suryanarayana for reminding 

me to make this point here. 

10 Statement based on newspaper reports and 

interviews with officials of the Bihar slate 
Food and Civil Supplies Corporation and 
some other officials. 

11 In 1991 -92.7'r3.700 tonnes foodgrains were 
distributed through 17,364 fair price shi^. 
This means each fair price shop sold 44,558 
kilos of foixlgrains on average. That is just 
over3.7lX) kilos per month. The profit margin 
for the retailer was Rs. 10 per 1(X) kilos, lisis 
incan.s that by selling PDS foodgrains, the 
fair price shop dealers could cam an average 
monthly income of Rs 3'’0. The profit margin 
on sugar was Rs 3.50 per I (X) kilo. On average 
tlicrc was 800 kilo sugar per month per fair 
price shop in 1991-92. Kerosene was sold 
through other outlets. The price of used 


gunnytiags wu seven rupees. Tius means 
that the total monthly gross income of a fait 
price shop-owner came to Rs 730. The 
expenditure (tent, labour, travel expenses to 
and from the warehouses, small tips and 
bribes, cleciricity and stationary) came to 
Rs 200 on average. 

12 Dealers in Bangalore can purchase the 
commodities in three or four instalments. 
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Understanding die Costs of the Food 
Corporation of India 

Madhura Swaminathan 

The debate on food subsidies in India affects millions of consumers and producers, and is of immense 
importance in a country in which chronic hunger and malnutrition affects a majority of the population. 
In this paper, I first examine the volume of the food subsidy over the last three decades. Secondly, using 
data for the 1990s from the accounts of the Food Corporation of India (FCl), / examine the components 
of the foodgrain subsidy, the relative contribution of different components to total co.sts, and the growth 
in different components during the current decade. Thirdly, I attempt to compare the efficiency of the FCl 
with that of private trade. 

The data from FCl performance budgets show clearly that the increase in procurement price was a critical 
factor in the increase in economic costs of rice and wheat. The procurement price, however, is a variable 
over which the FCl has no control as the central government sets the procurement price based on the 
recommendations of the Commission on Agricultural Costs and Prices. Despite the ah.solute increase in 
many components of costs, there was an improvement in the operational efficiency of the FCl during the 
1990s. 

Lastly, no unambiguous finding emerged from a comparison of wholesale market prices and economic' 
costs of the FCl. The FCl compared J'avourably with private traders in the distribution of rice in a large 
number of states. In the states of northern and central India, however, private traders hud lower prices 
for grain. The pre.sence of .systematic rural-urban price differences indicated the imperfections of grain 
markets. 


1 

Introduction 

IN 1991, with the introduction of new 
programmes of structural adjustment and 
fiscal tightening in India, government 
officials and their economic advisers began 
to call for a reduction in subsidies, in¬ 
cluding food subsidies. They spoke in 
terms of a ‘rationalisation’, ‘reduction’ or 
‘withdrawal’ of the food subsidy.' One 
aspect of the discussion was on ways of 
targeting the public distribution system 
(PDS;, a system of rationing that provides 
a set of basic commodities at subsidised 
prices through fair-price shops. Another 
aspect of the discussion relates to the costs 
and efficiency of the Food Corporation of 
India (FCl), the government-owned 
organisation in charge of procurement, 
storage and distribution of foodgrain. 

Since the category ‘fcMxl subsidy’ in the 
annual budget of the government of India 
is nothing but the opeiational deficit of 
the FCl, it has been argued that the food 
subsidy can be reduced by privatising or 
reducing the role of die FCl. It is argued 
that the government should get out of the 
task of distributing basic commodities, 
including foodgrain, and allow the market 
to distribute food. A recent study prepared 
for the World Bank proposed the following: 
“Given the weaknes.ses and constraints of 
FCl, the pervasive role of well-developed 
foodgrain markets, and bearing in mind 


the improved supply situation, it would 
seem appropriate in phase out government 
controls as well as current pnKiircment 
operations’’ |Kadhakrishna and .Subbarao, 
1997:76). In other words, it is recom¬ 
mended that the FCl “go out of the opera¬ 
tions of procurement and supply to the 
PDS” (ibid p77 ).“'rhc underlying assump¬ 
tion here is, of course, that private trade 
is more efficient than the FCl.’ 

The debate on food subsidies in India 
affects millions of consumers and pro¬ 
ducers, and is of immense importance in 
a country in which chronic hunger and 
malnutrition affects a majority of the 
population. 1 .shall begin, first, by examin¬ 
ing the volume of the food subsidy and 
how it has varied over time. Secondly, 
using data for the 1990s from the accounts 
of the FCl, I examine the components of 
the foodgrain subsidy, the relative con¬ 
tribution of different components to 
total costs, and the growth in different 
components during the current decade. 
By doing so, we can identify the specific 
components that are high or rising and the 
measures required to contain them. Thirdly, 
1 attempt to compare the efficiency of the 
FCl with that of private trade on the basis 
of price comparisons. 

liie main focus of this paper is on the 
costs of the FCl. the changes therein, and 
how these compare with the costs incurred 
by private traders in grain. The paper does 
not deal directly with consumers or with 


an evaluation of the sy.stem of public 
distrihuliofi.'' As mentioned earlier, the 
term ‘the food subsidy' refers to budgetary 
payments to the FCl to meet is operational 
deficit. 

II 

Volume of Fofid Subsidy, 1966-67 to 
1997-98 

Graph I plots the food subsidy at* urrent 
prices and constant prices (dcllaicd by the 
GDI* dellator) from 1966-67 to 1997-98. 
Graph 2 plots the nominal finxl subsidy 
as a proportion of GDP and as a pro|3ortinn 
of govcmmcnl expenditure over the last 
30 years. In nominal tei ms, the food subsidy 
has been rising rapidly, pailicularly after 
the mid-1980.s, and it took a big jump in 
199.3-94. At constant prices, the increase 
is more subdued. Graph I shows that 
expenditure on the food subsidy, :ic constant 
prices, rose in the mitl-l98()s and then 
remained unchanged until about 19X9-90. 
It dipped between 1990-91 and 1992-9,3 
and rose in 1993-94. The linMl subsuly 
fell .slightly in the l«)llowipg years but 
was higher than in the 198()s. However, 
the fcxHl subsidy as a share of fiDP ap¬ 
pears to have remained more or less 
unchanged over the last 20 ycais, peaking 
at about 0.6.3 per cent in I9K.S 86 and 
0.64 per cent in 1993-94. Interestingly, 
the food subsidy as a share of government 
expenditure shows large year-to-year 
fluctuations, and the share was higher in 
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Vfl^Tl (J.»4 per cow; man in 
(3.56 per cent). 

There are two significant points here. 
First, the food subsidy as a share of GDP 
has not changed very much over the last 
20 years. In other words, the ‘burden’ of 
food subsidy has not risen. Secondly, in 
proportionate terms, the food subsidy bill 
in India is not very high when compared 
with expenditures in other developing 
countries. In Sri Lanka, after the intro¬ 
duction of means-tested food stamps and 
a steep reduction in food subsidies, they 
still accounted for 1.3 per cent of GDP 
(in 1984), or roughly twi(» the {voportion 
in India [Jayawardena et al 1988]. In 
Mexico, in 1984, when general food 
subsidies had been eliminated, the food 
subsidy was 0.63 per cent of GDP 
[Pinstrup-Andersen et al 1991]. In Egypt 
in 1982, the expenditure on food rations 
was about IS per cent of GDP [Subbarao 
et al 1997]. In Tunisia, food subsidies 
accounted for about 4 per cent of GDP 
in 1984; they were reduced,aftertargeting, 
loaiound2percentofGDPin 1993 [Tuck 
and Lindert 1996]. In India, over the 31- 
year period 1966-1997, the food subsidy 
accounted, on average, for 0.31 per cent 
of GDP and 2.3S per cent of central 
government expenditure. These numbers 
are important (as Nora Lustig has .said of 
Mexico) because diey show that even 
eliminating food subsidies totally would 
not solve the fiscal problems of the 
government. 

Subsidy on Foodcrain 

The food subsidy as defined in the 
government budget includes the entire 
operational deficit of the state-owned FCI. 
liie four major items of food that are 
handled by the FO are rice (and paddy), 
wheat, imported edible oils and sugar. 
Now the total central food subsidy (as 
shown in Graphs I and 2) includes the 
subsidy on sugar, and this is likely to vary 


moincieni years, in lyyj-v*, lor example, 
about 86 per cent of the total food subsidy 
was on account of the cereal subsidy.^ The 
rest of this paper deals only with the 
foodgrain subsidy, that is, the subsidy for 
rice and wheat, which as is clear, is lower 
than the total food subsidy.^ 

' The FCI is responsible for buffer stock 
operations and the total foodgrain subsidy 
includes the costs associated with main¬ 
taining buffer stocks (such as handling 
costs, costs of storage, interest payments 
and administration). The total costs of 
storing and distributing the foodgrain 
procured by the FCI ate apportioned, on 
the basis of certain principles, to distri¬ 
bution through the PDS and to the costs 
of maintaining buffer stocks.^ Data from 
FCI performance budgets show very clearly 
that the subsidy incurred on buffer stocking 
operations rose rapidly in absolute and 
relative terms in the 1990s. In 1994-95, 
for example, the share of the subsidy given 
to the FCI on account of buffer stocking 
operations was 44 per cent of the total 
foodgrain subsidy [World Bank 1996]. 
The management of buffer stocks does 
benefit consumers via means of price 
stabilisation. The rest of this paper, 
however, deals with the direct subsidy 
involved in the distribution of foodgrain 
to consumers. 

ID 

FCI: Objectives and Costs 

The broad objective of food policy in 
India has been to make available food to 
the people at reasonable prices. The more 
speciffc objectives include providing 
iemunerative prices to cultivators; sup¬ 
plying food at subsidised prices to the 
undernourished; controlling inflationary 
pressures; stabilising prices for consumers 
and producers; reducing fluctuations in 
food availability; and achieving self- 
sufficiency in foodgrain production. The 
FCI was set up in 1964 to act as a nodal 


agency iwuiepracutcuicin, sun age, uiier- 

state movement or truisport and distri¬ 
bution of food commodities. In short, the 
FCI is responsible for implementing central 
government policies on procurement, 
storage, transport and distribution. In 
certain operations such as the maintenance 
of natioi^ buffer stocks, the FCI has sole 
responsibility whereas in certain other 
operations apeh as procurement, the FCI 
has to work with state government 
organisations (such as state marlceting 
federations) and within the purview of 
state government policies.^ Despite these 
constraints, the achievements of the FCI 
are considerable. Today, it is a major player 
in the foodgrain trade: (Kocuring foodgrain 
from surplus regions, storing grain, 
transporting it over very large distances 
across states and making it available for 
distribution in ail parts of the country, 
including very remote areas. Through thew 
operations, it has contributed to several 
objectives of food policy. This is the 
context in which the operations and costs 
of the FCI need to be reviewed. 

Costs of FCI 

Data from the performance budgets of 
the FCI were made available to me and 
they provide a break-up of the costs 
incuniul on rice and wheat separately for 


Tabix 2; Growth Rate of Components of 
Economic Cost, 1990-91 to 1998-99 


Wheat 

Rice 

Pmcuiemeiil price of grain 

11.51 

9.80 

Total procurement incidentals 

8.86 

10.92 

Statutory charges 

11.02 

9.10 

Labour and transport charges 

6.49 

10.77 

Total charges paid to state govts 

5.67 

17.86 

Total distribution costs 

6.84 

9.04 

Freight 

8.52 

9.57 

Handling expenses 

14.05 

14.23 

Storage charges 

9.97 

10.76 

Interest charges 

3.0.3 

7.60 

Transit and storage losses 

-9.45 

3.85 

Establishment charges 

8.58 

8.74 


Table 1: Economic Costs and Subsidy on Rkx and Wheat, 1990-91 to 1998-99 





1990-91 

1991-92 

1992-93 

1993-94 

1994-95 

1995-96 

1996-97 I997-98(RE) 1998-99(RE) 1990-98 

Growth 

(%pa) 

Wheal 

Economic cost 

356.5 

390.79 

504.1 

532.03 

551.17 

583.95 

640.16 

800.5 

807.95 

9.99 

Sales Realisation 

2.W.95 

251.68 

279.3w 

355.88 

407.89 

411.94 

433.2 

395.87 

388.33 

7.18 

Subsidy 

116.55 

139.11 

224.74 

176.15 

143.28 

172.01 

206.96 

404.63 

419.62 

13.56 

Total costs other than 
procurement costs 

151.82 

179.59 

208.59 

206.72 

216.37 

232.91 

258.53 

306.08 

293.92 

7.98 

Rice 

Economic cost 

457.52 

497.04 

585.27 

665.1 

694.71 

762.82 

847.69 

940.4 

980.36 

9.73 

Sales Realisation 

330.02 

365.58 

442.4 

500.42 

600.76 

613.34 

610.57 

610.8 

601.18 

7.98 

Subsidy 

127.5 

131.46 < 

142.87 

164.68 

93.95 

149.48 

237.12 

329.6 

379.18 

13.39 

Total costs other than 
procurement costs 

120.07 

125.59 

152.35 

165.49 

159.32 

182.73 

221.71 

254.98 

237.67 

9.51 


Nolei RE suuids for revised estimates. 
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the nine years 1990-91 to 1998-99.* In this 
section, the cost data are analysed to 
identify the relative contribution of dif¬ 
ferent components to total costs and com¬ 
ponentwise growth of costs during tlw 
1990s.** In the FCI budget, all costs are 
reported in per quintal terms for rice and 
wheat separately. The subsidy is defined 
as theriifirerence between economic costs 
and the price obtained from sales (or sales 
realisation), that is. 


Subsidy s Economic Cost - Sales 

Realisation. 

The economic cost, in turn, is defined 
as the sum of {xocurement price, procure¬ 
ment-related costs and distribution costs, 
as follows: 

Subsidy = (Procurement Price -i- 
Procurement Costs + Distribution Costs) 

-Sales Realisation 

A diagrammatic sketch of the com¬ 
ponents of economic cost is shown in 


Rgine 1. The procurement price is the 
price paid by die FCI to producen for the 
purchase of grain. Procurement costs are 
the initial costs incurred during the 
procurement of grains at ‘mandis* (market 
yards) or other procurement centres. 
Procurement costs or incidentals are 
reported under the following subheadings: 
statutory charges, labour chafes, amount 
paid to suite agencies for establishment, 
storage and interest for stocks procured, 
port clearance costs (in the case of imports) 
and other costs. Distribution costs are the 
costs involved in storing and Uansporting 
grain to the final distribution points. The 
components of distribution costs are 
freight, handling expenses, storage charges, 
interest charges, transit shortages (or los.scs 
during transit), storage shortages (losses 
during storage) and establishment costs. 
Further analysis in this section is bused 
entirely on current or nominal prices, as 
we are primarily interested in the relative 
increase in different components of 
economic cost.** Note also that some of 
the observations made below are hypo- 
the.ses based on a preliminary analysis of 
costs that require further re.search and 
substantiation. 

The first feature of the basic data on 
economic cc^ts, sales realisation and sub¬ 
sidy is the growing gap between economic 
costs and sales realisation, particularly in 
the last two years (Table I). First, the eco¬ 
nomic costs of procuring and distributing 
both rice and wheat have risen steadily in 
the 1990s. The economic costs of procuring 
and distributing wheat rose from Rs 356.50 
per quintal in 1990-91 to Rs 807.95 in 
1998-99, reflecting an annual growth of 
10 per cent (Table 1).*^ The economic 
costs of procuring and distributing rice 
grew at 9.7 per cent a year over the same 
period, from Rs 457.52 to Rs 980.36. 

Secondly, the average sales realisation 
(or the average price obtained by the PCI) 


Table 3A: Share of Vamous Incidehtal Costs in Total iNcioem-AL Costs for Wheat 



1990-91 

1991-92 

199^93 

1993-94 

1994-95 

1995-96 1996-97 

1997-98 (RE) 

1998-99 (RE) 1990-98 

Slatutoiy charges 

36.8 i 

47.16 

49.53 

36.91 

57.72 

58.97 

59.03 

61.16 

■■mra 

bei 

Labour and transport charges 

13.16 

13.47 

16.37 

13.48 

12.31 

12.43 

13.20 

11.87 


■Ell 

Storage and interest charges to state govt 

20 84 

20.20 

23.49 

20.93 

21.18 

20.71 

19.83 

18.30 

22.23 

21.11 

Additonal charges U> slate govt 

9.19 

19.16 

7.82 

6.41 

6.33 

7.18 

7.56 

7.06 

5.99 

8.55 

Total charges on stale government 

30.04 

39.36 

33.31 

27.35 

27.72 

27.89 

27.41 

25.55 

28.22 

29.65 

Total procurement incidentals 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

KXj.OO 


Table 3B: Share of Various Incioektal Costs in Total iNaDEirrAL Costs of Rkt. 



1990-91 

1991-92 

1992-93 

1993-94 

1994-95 

1993-96 

1995-97 1997-98 (RE) 1998-99 (RE) 

1990-98 

Statutory charges 

71.96 

68.37 

67.30 

70.53 

37.29 

67.23 

38.39 

63.68 

62.73 

65.30 

Labour and transport charges 

15.83 

16.37 

17.79 

16.43 

14.30 

14.64 

13.61 

15.76 

17.94 

13.97 

Stonge and interest charges to stale govt 

4.38 

4.77 

7.36 

6.41 

6.64 

8.00 

6.71 

7.22 

7.21 

6.52 

Additional charges to stale govt 

7.81 

10.49 

7.53 

6.61 

21.78 

10.13 

21.09 

12..35 

12.12 

12.21 

Total charges u> state govt 

12.19 

15.26 

14.91 

13.02 

28.42 

18.13 

27.80 

19.56 

19.33 

18.74 

Total procurement incidentals 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 
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OkAPH 1: ExPENDnURE ON Fboo SuBSlOY, CUEEEPir AND Issey’S! PRKZS, Rs Ceore 



Graph 2; Food Subsidy as a Pr(m>()rtiun of GDP and Total Government Expenditure 



for rice and wheat did not rise as fast as 
their respective economic costs. Sales 
realisation from wheat grew at 7.2 percent 
a year and that from rice at 8 per cent a 
year. Average sales realisation from wheat 
fell in nominal terms from 1996-97 
onwards, and in the most recent year, 
1998-99, for rice. After 1996-97, the sales 
realisation from wheat fell even below the 
procurement price. In the case of rice too, 
the average sales realisation was lower 
than the procurement price after 1995-%. 
If we exclude the last two years of data, 
sales realisation is observed to grow much 
faster, at around 11 per cent annually for 
both rice and wheat. 

In addition to sales to the PDS and other 
social security programmes, the PCI al.so 
engages in open market sales and exports. 
There may be several explanations for the 
recent decline in sales realisation. Central 
issue prices were raised .steeply and on 
several occasions between 1991 and 1994, 


by a total of 185 per cent for common rice 
and 172 per cent for wheat. Prices were 
then held constant till 1997. In 1997, a 
dual price regime was introduced as part 
of the Targeted PDS. In this scheme, the 
population is divided into ‘above poverty 
line’ (APL)and 'below poverty line' (BPL) 
groups and pricesdifferforthe two groups. 
Prices were raised for the APL group and 
lowered for the BPL group. As part of the 
Targeted PDS, ration entitlements were 
reduced, particularly for purchases at the 
lower BPL prices. In recent years, there 
has been a sharp decline in'the quantities 
sold through the PDS and a corresponding 
nse in stocks.*^ The fall in average sale 
price is partly due to the fall in quantities 
sold. Also, from 1997, due to restrictions 
on open market sales, the FCI has not been 
able to sell off surplus stocks in the market. 
Damage to stocks or purchase of poor 
quality grain could also lower the sale 
price. All these factors together are likely 


to have led to the observed decline in the 
average price obtained on sales by the PCI. 

Nevertheless, the sales realisation from 
rice grew slightly faster than from wheat. 
As a consequence, the unit subsidy on 
wheat grew more rapidly than the unit 
subsidy on rice and exceeded the subsidy 
on rice in absolute terms in most years. 
In 19%-91, the subsidy paid to the PCI 
was Rs 116.55 per quintal of wheat and 
Rs 127.5 per quintal of rice. In 1998-99, 
however, the unit subsidy was Rs 419.62 
for wheat and Rs 379.18 for rice. Prom 
1991-92 onwards, with theexceptionof one 
year, the ratio of the wheat subsidy to the 
rice .subsidy has been greater than one. 

In short, a growing divergence between 
economic costs and sales realisation led 
to a major rise in unit subsidy during the 
1990s. The divergence has been pheno¬ 
menal in the last two years. If we exclude 
data for 1997 and 1998, the growth rates 
ofsubsidy are lowered significantly (halved 


A-124 


Economic and Political Weekly December 25, 1999 







to 6 per cent). 

Chanoes in Components of Economic 
Costs 

Id terms of broad categories, one of the 
fastest growing components of the 
economic cost of wheat was the procure¬ 
ment price, which grew at 11.51 per cent 
annually over this decade (Table 2 and 
Graph 3). Procurement costs grew at 8.9 
per cent a year and distribution costs grew 
at 6.8 per cent a year. As a result, the share 
of procurement price in total economic 
cost of wheat increased from 57 per cent 
in 1990-91 to 64 per cent in 1998-99. The 
share of distribution costs in total economic 
costs fell correspondingly from 24.5 per 
cent to 19.2 per cent. In other words, the 
rapid rise in procurement prices was the 
most important factor in the rise of total 
economic costs of wheat.'* 

In the case of rice too, procurement 
prices rose over this period, at an annual 
rate of 9.8 per cent. Graph 4 shows clearly 
that the procurement price of rice has 
increa.sed steadily. Procurement incidentals 
grew slightly faster at 10.9 per cent 
annually, and distribution costs rose at 9 
per cent a year. In the case of rice, procure¬ 
ment prices have always accounted for a 
substantial .share of total economic costs 
and the share increa.sed further in the 1990s. 
The share of procurement prices in total 
economic costsof rice was 73.9perccnt in 
1990-91,77.4 per cent in 1994-95 and 75.9 
per cent in IW8-99. While procurement 
incidentals have increased steadily for both 
wheat and rice, the pattern of change is 
quite different from that during the 1980s 
when procurement-related costs rose faster 
than procurement prices for both rice and 


wiiemioiv.r iwij. Aoeiaiieoaiscussion 
of each component of procurement 
incidentals and distributibn costs can be 
found in the Appendix.'* Some of the 
salient features are discussed here. 

PaocuREMiiNT Costs 

Of total economic costs, procurement 
incidentals were around IS per cent for 
wheat and 7 per cent for rice. Procurement 
costs accounted for a bigger share of total 
costs for wheat; they have also risen more 
rapidly for wheat. An important reason for 
lower procurement costs for rice may be 
that it is obtained directly from millers. 
CThanges in thecomponentsof prcKurement 
incidentals are plotted in Graphs 5 and 6 
tor wheat and rice respectively (see, also, 
Table 2). 

Statutory charges were the most 
important component of total procurement 
incidentals for rice and wheat. For wheat, 
.statutory charges accounted for 8.6 per 
cent of the economic cast in 1990-91, and 
grew at a rate of 11 per cent a year. Of 
total procurement incidentals, statutory 
charges were the most important 
component (Table 3A). Further, these 
charges amounted to one-llfth of total 
costs of the FCI after excluding the pro¬ 
curement price of grain. For rice, statutory 
charges were lower, accounting for around 
4 per cent of economic cost. Statutory 
charges grew at a rate of 9 percent annually 
between 1990-91 and 1998-99. Statutory 
charges, however, were the largest 
component of procurement incidentals 
(e g,ashighas71.9percentofprocurement 
incidentals in 1990-91, Table 3B) and 
accounted for about 17 per cent of costs 
other than the procurement price of rice 
in 1998-99. Since statutory charges are 


acttneoasaperceniage 01 me procurement 
price, they have, not surprisingly, grown 
in proportion to the procurement price. 

For wheat, labour and transport costs 
involved during and aAer procurement 
rose in absolute terms but at the relatively 


Table S: Ratio or Economic Cost to 
Procurement Prices, Rke and Wheat. 
1980-81 to 1998-99 


Year 

Wheal 

Rice 

1980-81 

143.0 

137.2 

1985-86 

154.0 

143.2 

1988-89 

171.0 

139.4 

1990-91 

174.0 

135.2 

1991-92 

185.0 

133.4 

1992-93 

170.5 

134.9 

1993-94 

163.5 

132.9 

1994-95 

164.6 

129.1 

1995-96 

166.3 

131.2 

1996-97 

163.8 

134.9 

1997-98 

161.0 

136.9 

1998-99 

156.2 

I3I.7 

Notes: Figures for the 1980s are from Tyagi 

(1990). 



Table 6; Ratio or Unit Subsidy to 
Prikurement Price, Rice and Wheat, 

1980 al Tt> 1998-99 


Year 

Wheat 

Rice 

1980-81 

.34.3 

21.6 

1985-86 

44.3 

36.3 

1988-89 

45.2 

34.0 

1990-91 

56.9 

37.6 

1991-92 

65.8 

35.2 

1992-93 

76.0 

32.9 

1993-94 

54.1 

32.9 

1994-95 

42.7 

17.4 

1995-96 

49.0 

25.7 

l9%-97 

52.9 

37.7 

1997-98 

81.4 

47.9 

1998-99 

81.1 

50.9 

Notes: Figures for the 1980s are 

from Tyag 


(1990). 


Table 4A: Siiake or VARinu.s Costs in Total DiicrKiRimoN Chirrs op Wheat 



1990-91 

1991-92 

1992-93 

1993-94 

1994-95 

1995-96 

1996-97 1997-98 (RE) 

1998-99 (RE) 

1990-98 

Frieght 

41.24 

31.94 

26.86 

42.76 

44.95 

39.26 

38..30 

37.93 

39.92 

.38.13 

Handling expenses 

9.57 

10.40 

9.31 

9.11 

11.03 

12.58 

15.01 

'5.66 

15.09 

11.97 

Storage charges 

7.84 

8.50 

10.44 

6.91 

7.53 

9.74 

9.94 

9.96 

10.47 

9.04 

Interest charges 

23.88 

31.88 

33.29 

28.15 

23.91 

23.87 

21.71 

2.3.63 

21.81 

25.79 

Transit shortages 

7.04 

7.29 

6.61 

4.28 

4.20 

4.1i 

4.91 

3.06 

2.70 

4.91 

Storage shortages 

1.22 

1.94 

1.85 

•0.54 

-0.35 

-0.29 

-0.31 

-0.35 

-0.26 

0.32 

Transit and storage shortages 

8.26 

9.23 

8.46 

3.75 

3.85 

3.82 

4.60 

2.70 

2.43 

5.23 

Establishment charges 

9.20 

8.05 

11.65 

9.32 

8.73 

10.72 

10.44 

10.11 

10.28 

9.83 

Total distribution costs 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

Table 4B: Share of Various Costs in Total Dlstributton Otsts of Rice 


1990-91 

1991-92 

1992-93 

1993-94 

1994-95 

1993-96 

l9%-971997-98 (RE) 

1998-99 (RE) 

1990-98 

Freight 

41.24 

31.94 

26.86 

33.60 

29.25 

33.49 

35.26 

35.20 

36.24 

33.68 

Handling expenses 

9.57 

10.40 

9.31 

8.59 

11.78 

11.13 

11.51 

14.51 

13.67 

11.16 

Storage charges 

7.84 

8.50 

10.44 

6.48 

8.04 

8.61 

9.13 

9.29 

9.46 

8.64 

Interest charges 

23.88 

31.88 

33.29 

34.52 

34.18 

28.18 

26.66 

26.33 

26.08 

29 44 

Transit shortages 

7.04 

7.29 

6.61 

5.42 

4.99 

5.78 

5.81 

3.27 

3.32 

5.50 

Storage shortages 

1.22 

1.94 

1.85 

2.60 

2.45 

3.33 

3.63 

2.01 

1.97 

2.33 

Transit and storage shortages 

8.26 

9.23 

8.46 

8.01 

7.44 

9.11 

9,44 

5.28 

5.29 

7.83 

Establishment charges 

9.20 

8.05 

11.65 

8.79 

9.32 

9.48 

8.00 

9.39 

9.27 

9.24 

Total distribution costs 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

lOO.(K) 

100.00 

! 00.00 

100.00 
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CkaPH 3: COMKINENTS OF ECONOMIC COST OF WHEAT, 1990-91 TO 1998-99 


low rate of 6.5 per cent a year and the 
contribution of these costs to total costs 
fell overtime. In the case of rice, however, 
these co.st$ rose quite rapidly, at 10.8 per 
cent annually. In some cases, agencies 
owned by state governments make 
purchases of grain and then hand them 
over to the central p(X)l maintained by the 
FCI. The FCI pays the state agencies for 
this service, 'nie.se costs increased vety 
rapidly for rice, at 17.9 per cent annually, 
during the 1990s; they also showed large 
year-to-year variations (Graph 6). 

It is clear that the patterns of increase 
in total procurement costs and in statutory 
charges are similar. Statutory charges are 
a weighty component of total costs of the 
FCI, and should be part of the debate on 
reduction of the costs of procurement. By 
definition, statutory charges arc not under 
the control of the FCI. Statutory charges 
di ffer acmss states, and some state govern¬ 
ments use this as a way of raising re¬ 
sources.’’ So a reduction of these costs 
involves other policy changes .such as the 
rationuli.sation of taxes on frrad across 
states.** 


Distkibution Costs 

In the early 1990s, the FCI reported 
uniform distribution costs for rice and 
wheat. The distribution costs for rice and 
wheat differed only after 1993-94. From 
then on, in nominal terms, distribution 
costs have generally been higher for rice. 
In 1998-99, for example, the distribution 
cost was R.S 170.8 per quintal of rice and 
Rs 154.9 per quintal of wheat. This is not 
surprising.as thequantity of ricedistributcci 
in the PDS is much higher than that of 
wheat. In 1997-98,10.8 million tonnes of 
rice and 6.9 million tonnes of wheat were 
supplied thamgh the PDS. It is thus likely 
that rice is transported longer distances 
than wheat. 

Although distribution costs grew less 
rapidly than pixKurcmcnt incidentals for 
both rice and wheat, in absolute terms they 
arc higher than procurement incidentals 
for both rice and wheat. Distribution costs 
have jumped in the latter half of the period, 
from i99.T 96 for rice and in 1997-98 for 
wheal. 10 very high levels. Secondly, they 
account for a si/eablc proportion of total 
co.sts excluding the procurement price for 
both crops and particularly for rice (52.76 
per cent for wheat and 72.15 per cent for 
rice on average). 1 now turn to the com¬ 
ponents of the costs of distribution 
(Tables 4 A, 4B and Graphs 7 and 8). 

Freight charges are the single most 
important componentof distribution costs, 
accounting for 38.13 per cent of di.stri- 
bution costs in the ca.se of wheat and 33.68 
per cent for rice (average for 1 ‘)9U-1998). 



Procuremeiul 
price of I 



Procurement 

incidemah 

Total 

distribution 
costs 
Economic 
cost I 


Graph 4: Components op Economic Costop Rite, 1990-91 to 1998-99 
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Freight charges have grown more rapidly 
for rice than for wheat (Table 2). For rice. 
Graph 8 demonstrates vividly the steep 
rise in the costs of freight from 1994-95. 
Any strategy of cost reduction will have 
to examine freight costs carefully. The rise 
in transport costs in on account of a rise 
in rail (freights as well as a rise in the 
volume of movement.” The evaluation 
undertaken by the BICP in the iate 1980s 
indicat d that better planning of movement 
of grains could help reduce costs of 
trans|)ort [BICP 1991], In particular, it 
was noted that the quantity of grains moved 
was greater than the quantity procured 
indicating that old stocks were moved a 
second or third time as well.^** 

Interest charges comprise the second 
most important cost item, and refer to the 
interest paid by the FCI on overdrafts from 


banks and loans from the government of 
India. Interest charges, on average, were 
25.8 percent of distribution co.sts for wheat 
and 29.4 per cent for rice during this 
period. Intetetit charges, however, grew 
less rapidly than other components of 
distribution costs such as freight. Handling 
expensesor the costsoflabourfor handling 
grain comprise a small component of total 
costs but grew veiy rapidly. Establishment 
costs or the administrative overhead costs 
of wheat grew faster than total distribution 
costs but this was not so in the case of 
rice. Storage charges accounted for about 
9 per cent of distribution costs on average. 
Storage costs rose quite rapidly in the 
1990s. There is probablyscope for reducing 
the costs of storage by, among (Mher things, 
better planning, utilisation and modernis¬ 
ation of storage capacity.^* 
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1 nennai cooiponentoi distribution costs 

was losses due to transitandstorage. 

account for a significant proportion of 
costs. However, the share of losses in total 
distribution costs has fallen sharply for 
wheat over this period. For rice, the share 
of losses in total costs rose in the mid- 
1990s but it has fallen in the last two years 
(Graph 8). Nevertheless, the decline in 
losses over time should not detract from 
the very existence and size of these los.ses. 
While some losses may be due to unfore¬ 
seen factors like bad weather, a large part 
is on account of bad management and 
corruption. 

Comparing 1990s to Earlier Periods 

The behaviour of different components 
of costs during the 1990s has been unlike 
that during the 1980s. Excluding ihe last 
two years, 1997-98 and 1998-99, there has 
been an improvement in the operations of 
the FCI.^^ Two indicaton used to identify 
operational efficiency of the FCI are the 
ratio of economic costs to procurement 
price and the ratio of subsidy to procure¬ 
ment price ffyagi 1990]. 

The ratio of economic cost to procure¬ 
ment price increased daring the 1970s and 
I9g0s. particularly for wheal (ibid). Data 
for the 1990s show that after reaching a 
peak of 185 in the 1991-92, the ratio 
declined in the case of wheat (Table 5). 
For rice, the ratio was more or less un¬ 
changed during the 1990s but lower than 
the peak of 143 reached in the mid-1980s. 
In short, the costs of acquisition and 
distribution relative to the price of purchase 
have fallen for wheat in the 1990s and 
have been relatively constant for rice. By 
this criterion, the PCI has improved its 
operational efficiency in the 1990s in the 
case of wheat. In the ca.se of rice, there 
is clearly no worsening of operational 
efficiency by this criterion. 

The total subsidy depends on the quantity 
distributed and the rate of subsidy or per 
unit subsidy. From the mid-1970s to the 
late 1980s, the ratio of unit subsidy to 
procurement price increased for both wheat 
and rice: the ratio went from 30 to 45 in 
the case of wheat and jumped from around 
1 to 34 in the case of rice (Tyagi 1990]. 
Turning to the 1990s, we find that the ratio 
of unit subsidy to procurement price of 
wheat rose to a peak of 76 in 1992-93 and 
then fell steadily till 1996-97 ^able 6). 
It has risen very sharply again in the last 
two years. For rice, the ratio peaked at 37.6 
in 1990-91 and declined till 1994-95. For 
rice too, the ratio has risen in the last few 
years. By the second measure, the per¬ 
formance of the FCI improved in the early 
and mid- 1990s but has deteriorated sharply 
in the last few years. 


Gkahi S; CoMroNENR or Procusement Incidentals rm Wheat, 1990-91 to 1998-99 
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Summing up 

The data from FCI performance budgets 
show clearly that the increase in pro¬ 
curement price was a critical factor in the 
increase in economic costs of rice and 
wheat. The share of procurement price in 
toul economic costs rose between 1990 
and 1998 for both wheat and rice. The 
procurement price, however, is a variable 
over which the FCI has no control. Setting 
the procurement price is a political decision 
in India’s parliamentary system: the central 
government sets the procurement price 
based on the recommendations of the 
Commission on Agricultural Costs and 
Prices (CACP). Another steadily growing 
component of costs was statutory charges 
levied by state governments; these too are 
outside the control of the FCI. Statutory 
charges, a significant component of pro¬ 


curement cosLs, grew at the same rate as 
procurement prices. Turning to distri¬ 
bution, the major contributors to the cost 
escalation were freight, storage and hand¬ 
ling expen.ses It is clearly important to 
improve the management of transport and 
storage in order to contain these costs. 

Despite the absolute increase in many 
components of costs, it is important to 
note that the ratio of economic cost to 
procurement price declined for wheat and 
remained constant for rice during the 
1990s. This i ndicates improved operational 
efficiency of the FCI. 

IV 

Efficiency of FCI versus Private 

Trade: Some Price Comparisons 

In the debate on food subsidies, it is 
often stated that the FCI is ’inefficient', 
and one of the major reasons for the 
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Oraph 7: CokTONBKR OP DwTRiBimoN Costs rok Wioat, 199041 to 1998-99 



• Fteigit 

-Hmdliiig 
expenses 

SlotR^chatvs 

Interest chargn 


—•—Transit and 
stoniP 
shoita^ 
-EstaUishment 
dianes 


Graph 8; Components of Distribution Costs for Rice, 1990-91 to 1998-99 
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growing size of the food subsidy is said 
to be this ‘inefficiency’ of the FCI. It is 
argued that the “financial imbalance (of 
the FCI) is largely due to the excessive cost 
of its operations" (Sharma et al 1997], 
Specifically, it is argued that the unit costs 
of the FCl’s operations "have been sub¬ 
stantially higher than those of private 
tradcrs”(ibid). In arguing theircase, Sharma 
et al (1997) attempt to compare itemwise 
marketing costs of private traders with 
those of the FCI. While systematic data 
are available for the FCI, their discussion 
of the costs of private traders is ba.sed on 
assumptions and asscitions. For example, 
they simply state that “PCI storage charges 
are higher than those of private traders” 
(ibid, p 24) or that "compared to private 
traders,the administrativeexpensesofFCI 
are high” (ibid, p 25). There are no data 
on private traders to support these claims. 

How do we judge the efficiency of 
marketing? Marketing efficiency in this 
context has been defined as “the movement 
of goods from producers to consumers at 
the lowest possible cost, consistent with 
the provisionofservices desired by the con¬ 
sumer” [Achaiyaand Agarwal 1987:3091. 
Efficiency can be measured at the aggregate 
level orat the level of individual marketing 
functions (such as transport, storage). At 
the aggregate level, the following are two 
measures used commonly in the literature 
(ibid). 

(i) Marketing efficiency (E) is defined 
as the ratio of the value of outputs to the 
value of inputs. Assuming that market 
prices are not distorted, the difference 
between consumer and producer prices is 
taken as a proxy for ‘output* and the costs 
of marketing as the ‘inputs’. The higher 
the value of E, the more efficient the 
system of marketing. 

(it) The net margin (M), that is, the price 
spread (consumer price -producer price) 
as a ratio of the final consumer price, is 
another measure of efficiency. The higher 
the price spread, or the higher the value 
of M, the lower the efficiency. 

Tliere are several conceptual and empi¬ 
rical priTblems in computing such measures 
and using them to compare the efficiency 
of the private and public sectors. First, as 
noted in the previous section, the FCI 
serves many objectives, and being more 
‘inefficient’ than the private sectorin terms 
of these two criteria docs not invalidate 
the efforts of the FCI. Secondly, since no 
private trader engages in trade on the scale 
undertaken by the rci, simple comparisons 
between private and public trade may be 
imqrpropriate. On the one hand, FCI can 
be expected to reap economies of scale 
from its hug^ operations. On the other 
hand, ^he FCI incurs extra costs as it 


» S! S S S 

i i i i i 

distributes grain in all parts of the country 
and in regions where pri vab; trade is limited 
or even non-existent.^ Thirdly, there are 
differences in the quality of products and 
these are not easily accounted for in 
aggregate measures. Fourthly, any com¬ 
parison of average costs misses the actual 
variability of costs and prices over time 
and across agents. Fifthly, there is a big 
problem of data availability with respect 
to private trade. There is very little public 
information on the costs of operations of 
private traders. For all these reasons, 
researchers haveofien used measures such 
as a comparison of final prices (see below) 
to compare the relative ‘efficiency’ of 
private and institutional channels of trade. 

Price Comparisons 

It is possible to appraise the performance 
of the FCI in relation to that of private 
traders by comparing the economic costs 


of the FCI with wholesale market prices. 
Private traders, it is assumed, will set the 
wholesale price at a rate that covers their 
costs and in this way we can examine if 
private traders supply grain to consumers 
at a lower price. A systematic and detailed 
comparison of maricet prices and economic 
costs of the FCI, by state and region, was 
undertaken by Jhaiwal (1998).®' He ex¬ 
amined prices for rice and whrat in major 
states, fw rural and urban areas separately, 
forthe years 1981-82 to 1991-92. In urban 
areas, the comparisons were between the 
economic costs of the FCI and the local 
wholesale price. For urban areas, I have 
extended the comparison of relative prices 
for the period up to 1996-97.^5 Broadly, 
the patterns ate similar to those observ^ 
during the 1980s [fiiarwal 1998]. 

For rice, in a large number of states, 
wholesale prices were higher tiian the FCl’s 
economic costs (Table 7}.^ In Andhra 
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Pradesh. Assam, Gujarat, Kerala. 
Karnataka, Tamil Nadu and Delhi, the 
ratio of market price to economic cost of 
the PCI was generally greater than one. 
However, the ratio declined during the 
1990s indicating that the R:i lost some 
of its price advantage in recent years. The 
ratio was less than one in Bihar, Madhya 
Pradesh, Haryana. Himachal Pradesh, 
Punjab and Uttar Pradesh. The pattern was 
mixed in Maharashtra and West Bengal 
(see summ^ in Table 11). This exercise 
shows that in toms of the final price, the 
market does not always offer consumers 
a better deal than the FCi in distributing 
rice in urban area.s. 

The picture is slightly different for wheat 
prices in urban areas (Table 8). In northern 
India, in the wheat-producing belt, market 
prices were lower than the average econo¬ 
mic cost of the FCI. This includes the states 
of Haryana, Punjab, Uttar Pradesh and 
Rajasthan.^ Market prices were also below 
economic costs in Delhi and Himachal 
Pradesh. The situation was varied in Bihar, 
Madhya Pradesh, Maharashtra and West 
Bengiii. In Karnataka, the market price was 
consistently higher than the economic 
cost.^ In Gujarat, the ratio of market price 
to economic cost increased between 1991 
and 1996. Hiesedataindicalethatthe market 
provides wheat at a lower price than the FCI 
in a large part of northern India.^ 

There is a common pattern that emerges 
in the price comparisons for urban areas, 
and this could be related to transport costs. 
The economic cost of the PCI is based on 
an all-lndiaavcragecost (nostatewisc esti¬ 
mates are available) and it stands to reason 
that some states will benefit more from 
the averaging of costs such as transport 
costs. Transporting rice from Punjab to 
Kerala is likely to be expensive but this 
is not captured in uniform economic costs 
where transport costs arc averaged across 
all states. In other words, private transport 
costs will be lower than the PCI’s average 
cost in the surplus states where grain is 
procured and vice versa in the distant and 


deficit states. For more accurate compari¬ 
sons. we would require statewise data on 
economic costs from the PCI. In this regard, 
the recent recommendation by the CACP 
that the economic costs of the FCI should 
be estimated on a monthwise and state- 
wise basis should be approved (CACP 
1998]. 

Turning to rural areas, the market price 
of rice appears to be lower than the eco¬ 


nomic cost in most states, particularly after 
1983. This section is bas^ on price com¬ 
parisons reported by Jharwal (1998) as 
between ru^ retail prices and retail PDS 
prices.^The market reuil price of rice was 
higher than the economic cost in Assam, 
Bihar and West Bengal (Table 9). In most 
other states, including Karnataka, Madhya 
Pradesh, Orissa, Tamil Nadu and Uttar 
Pradesh, market prices were below eco- 


Tablb 7; Ratio OF Wholesale Paicr lo Faonomic Cost fos Rick. Urban Arras 



1991-92 

1992-93 

1993-94 

1994-95 

1995-96 

1996-97 

Andhra Pradesh 

1.12 

1.05 

1.01 

1.10 

1.05 

1.00 

Assam 

1.13 

1.02 

0.95 

t.04 

1.04 

1.05 

Bihar 

1.08 

0.98 

0.89 

U.92 

0.93 

0.87 

Gujarat 

1.33 

1.11 

0.97 

1.15 

1.23 

MS 

Haryana 

0.93 

0.86 

0.87 

0.96 

0 96 

0.99 

Himachal Pradesh 

0.96 

0.97 

0.89 

090 

na 

na 

Kerala 

1.28 

1.19 

1.08 

1.25 

I.I9 

1.22 

Madhya Pradesh 

I.Ol 

0.95 

0.85 

0.88 

0.82 

0.79 

Maharashtra 

1.10 

0.95 

0.85 

0.91 

0 94 

I.IO 

Karnataka 

1.12 

1.05 

0.94 

1.06 

1 07 

1.10 

Orissa 

0.95 

(1.80 

0.77 

0.85 

0.82 

0.80 

Punjab 

0.92 

0.87 

0.9.3 

0.94 

0.90 

0.83, 

Tamil Nadu 

1.13 

1.14 

1.04 

I.UK 

111 

1.09 

Uttar Pradesh 

0.97 

0.87 

0.85 

0.91 

0.90 

0.92 

West Bengal 

1.13 

0.96 

0.96 

1.08 

1.02 

0.95 

Delhi 

1.12 

1.04 

1.03 

1 00 

0.99 

1.04 


Noiey. I The anniutl wholesale price is an average of Ihe iiKHithly wholesale price of various varieties 
of rice in different urban markets of ihc stale. 


2 The data for Himachal Pradesh for Ihc year 1994-9.^ is an .sverage of price in only two 
successive months in that year. 

3 The data for West Bengal for (he year 1994 93 is an tkmonih average. 

Source: Agricultural Situation In India, several issues. 

Tabu 8: Ratio of Wnoi esau. PRict to Ktonomk' Cost hw Wiieai.IIhiian Arms 



1991-92 

1992-93 

1993-94 

1994-95 

1995-96 

1996-97 

Bihar 

1.13 

0.85 

0.H5 

0.86 

0.K7 

1.04 

Gujarat 

1.19 

0 99 

0.98 

1.09 

1 09 

1.28 

Haryana 

0.84 

0.66 

0.68 

0.69 

0.70 

0.86 

Himachal Pradesh 

0.90 

067 

0.71 

0.76 

0.72 

0.83 

Karnataka 

1.52 

1.24 

1.23 

1.29 

1.29 

1.60 

Madhya Pradesh 

1.08 

0.90 

0.88 

0.87 

0.79 

1.04 

Maharashtra 

1.20 

0.96 

0.93 

0.96 

1.00 

1.20 

Punjab 

0.82 

0.65 

0.68 

0.68 

0.68 

(1.85 

Rajasthan 

0.97 

0.71 

0.75 

0.75 

0.74 

0.93 

Uttar Pradesh 

0.98 

0.70 

0.74 

0.73 

0.73 

0.94 

West Bengal 

1.03 

0.81 

0.83 

0.85 

0.R6 

1.01 

Delhi 

0.97 

0.75 

0.77 

0.77 

0,78 

0.98 


Notes: I The annual wholesale price is an average of Ihc monthly whole.salc price of various varieties 
of nee in different urban markets of the state. 

2 77ie wholesale price of wheal in Karnataka is for ‘Ransi’ variety of wheat. 

Source: Agricultural Situation In India, several issues. 


Tabu 9: Ratio op Retail Price to Economic Cost of Rice in Rural Areas, 1981-82 to 1991-92 


Year 

Kerala 

Madhya 

Pradesh 

Ori-ssa 

Tamil Nadu 

Andhra 

Pradesh 

Bihar 

Karnataka 

Assam 

Uttar 

Pradc.sh 

West Bengal 

1981-82 

0.94 

0.99 

1.17 

I.IS 

1.12 

1.25 

1.20 

1.16 

1.02 

1.23 

1982-83 

1.09 

1.03 

1.23 

1.44 

1.02 

11.36 

1.31 

1.24 

1.20 

1.26 

1983-84 

1.00 

0.92 

0.92 

1.09 

0.86 

1.08 

1.14 

1 20 

0 95 

1 01 

1984-85 

0.89 

0.86 

0.86 

0.91 

0.83 

0.90 

1.02 

1.03 

0.79 

0.93 

1985-86 

0.91 

0.82 

0.83 

0.98 

0.84 

0.93 

0.88 

1.02 

0.82 

0.97 

1986-87 

0.84 

0.81 

0.83 

0.91 

0.84 

0.98 

0.83 

1 04 

0.94 

0.96 

1987-88 

0.89 

0.91 

0.95 

0.99 

0.95 

1.12 

0.95 

1.15 

0.99 

1.01 

1988-89 

1.05 

0.94 

0.87 

0.99 

0.87 

I.OS 

0.97 

1.18 

0 88 

0.98 

1989-90 

0.72 

0.91 

0.81 

0.99 

0.80 

1.02 

0.90 

1 08 

0.83 

0.98 

1990-91 

0.92 

0.91 

0.94 

0.86 

0.89 

1.08 

0.99 

1.16 

0.99 

1.09 

1991-92 

0.79 

0.87 

0.82 

0.83 

1.30 

1.07 

0.99 

1.16 

0.97 

0 98 


Source: Jharwal (1998). Table 3.23. 
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KMiiic costs,especially after the niid-1980s. 
The situation was variable in Kerala and 
AncUini Pradesh. In the case of wheat, the 
average maricet price was lower than the 
economic cost in states such as Gujarat, 
Punjab, Rajasdian, Haryana and Uttar 
Pradesh whereas the FCI price was lower 
inMaharashtreandKarnatakaCTaUe 10).^^ 
The picture was mixed in Bihar and 
Madhya Pradesh. 

These comparisons reveal the presence 
of a rural-urban divide. In sever^ states, 
rural retail prices of rice, for example, 
were lower than urban wholesale prices. 
This could be due to several factors but 
it is also indicative of imperfect markets. 
Also, as Ghosh (1998) observed, “even in 
deficit regions, rural food prices remain 
10-20 per cent below urban food prices”. 
In other words, private markets are not 
undertaking arbitrage satisfactorily 
between rural and urban markets of even 
the same state. 

Summing Up 

The PCI, as noted earlier, is the organis¬ 
ation that implements the government’s 
policies on food and food security. The 
PCI purchases grain from cultivators at 
government-announced minimum prices. 
In years of bad harvest, it provides some 
insurance by purchasing grain at less than 
normally .stipulated quality. The FCI has 
a huge distribution network that supplies 
grain to consumers in all parts of the 
country, including in isolated and remote 
locations. It also caters primarily to the 
lower end of the market. Given the multiple 
roles it performs, the material reviewed 
above shows that the FCI is not arguably 
worse than the private sector in terms of 
marketing costs. Price comparisons indi¬ 
cated that private traders offered lower 
prices for wheat, particularly in the surplus 
states (Table 11). Whereas the FCI could 
provide rice more cheaply than the private 
sector in many areas, particularly in the 
urban areas of deficit .states (such as some 
of the southern states). The persistence of 
large differences in market prices within 
states, across rural and urban regions, 
signals the imperfections of private grain 
markets and the lack of market integration. 

V 

Concluding Remarks 

To conclude, the debate on the food 
subsidy needs to shift from a narrow focus 
on the size of the budgetary allocation to 
all issues pertaining to food security. To 
provide a better understanding of the food 
subsidy, this paper provided details of the 
costs of the Food Corporation of India. 

This paper found ttot the economic costs 
of the KTI - for both rice and wheat - 


increased at around 10 per emit a year 
between 1990 and 1998. As the rate of 
inflation in the index of wholesale prices 
was 8.5 per cent over tlw same period, 
there has been a small rise in real costs 
too. For both rice and wheat, increase in 
the procurement price was the single most 
important factor in the rise in costs. Any 
substantial reduction in economic costs 
requires control over the procurement 
price,aparameter determined by the central 
government and not the FCI. There is need 
to examine this tendency of continuous 
and high rise in procurement prices. An 
expansion of the geographical coverage 
of procurement and promotion of de¬ 
centralised procurement may help contain 
the rise in procurement prices.^^ 

Next, among procurement costs of 
wheat, incidental statutory charges rose 
steadily. For rice, a rapidly growing 
component of procurement costs was 
payments to state governments. Control 
over both these components of procure¬ 
ment co.st requires action by state govern¬ 
ments and better collaboration between 
the FCI and state government-owned 
corporations in procurement operations. 
The costs of transport, storage and handling 
have also grown rapidly. Nevertheless, the 
operational efficiency of the FCI seems to 


have improved in the 1990s, particularly 
for wheat. 

In a major evaluation of the FCI, the 
BICP committee made several useful 
suggestions for streamlining operations 
and containing costs of distribution uid 
these should be given serious consido’- 
ation. These suggestions include major 
policy changes such as deferred pro¬ 
curement and decentralised .storage and 
they need to be part of the debate on 
improving food security. Implementing 
some of these suggestions may require not 
only greater autonomy for the FCI but 
major organisational changes as well. 
There are many reports of corruption in 
the FCI (and some of this is reflected in 
the ’losses' item of costs), and this must 
be checked by bringing in greater 
transparency and accountability in the 
workings of the PCI. 

Lastly, the paper attempted to compare 
the ‘efficiency’ of private traders and the 
FCI. Given limited data on marketing costs 
and prices of grain distributed in the two 
channels, we attempted a comparison of 
wholesale market prices and economic 
costs of the FCI. The price comparisons 
indicated that the FCI compares favourably 
with private traders in the distribution of 
rice in a large number of states. In the 


Table 10: Ratio of Retail mo to Economit Cost or Wheat in Rural Areas, 1981-82 to 1991-92 


Year 

MP Maharashtra Karnataka Punjab Rajasthan 

Gujarat 

Haryana 

Bihar 

UP 

1981-82 

0.99 

1.07 

1.21 

0.76 

0.95 

0.92 

0.74 

0.98 

0.75 

1982-83 

0.92 

1.17 

1.23 

0.76 

0.95 

0.95 

0.80 

1.06 

0.91 

1983-84 

0.96 

1.21 

1.33 

0.74 

0.85 

0.99 

0.73 

1.05 

0.77 

1984-8S 

0.79 

0.90 

1.04 

0.71 

0.70 

0.74 

0.68 

0.82 

0.73 

198.5-86 

0.97 

1.09 

1.26 

0.74 

0.77 

0.99 

0.70 

0.93 

0.78 

1986-87 

0.92 

0.96 

1.20 

0.67 

0.71 

0.80 

0.65 

0.90 

0.71 

1987-88 

0.97 

1.01 

1.28 

0.59 

0.70 

0.92 

0.71 

1.02 

0.79 

1988-89 

1.02 

1.05 

1.38 

0.80 

0.80 

1.02 

0.76 

1.00 

0.88 

1989-90 

0.96 

0.92 

1.29 

0.70 

0.69 

0.88 

0.68 

0.89 

0.74 

1990-91 

1.03 

1.00 

1.28 

0.77 

0.78 

0.88 

0.75 

1.02 

0.81 

1991-92 

0.96 

1.02 

1.33 

0.78 

0.75 

0.95 

0.76 

1.12 

0.93 


Now. MP stands for Madhya Pradesh and UP for Uttar Pradesh. 
Source-. Jharwal (1992), Table S.22. 


Table 11: Summary of Price Comparisons 


Aiea/Grain fCl Price Lower 


Market Price Lower 


Mixed 


Urban Areas 

Rice 

Andhra Pradesh, Assam, 
Gujarat, Kerala, Karnataka, 
Tamil Nadu, Delhi 

Bihar. Madhya Pradesh, Maharashtra, 

Haryana, Punjab, Uttar Pradesh, West Bengal 

Orissa. Himachal Pradesh 

Wheat 

Karnataka, Gujarat 

Punjab. Haryana, Uttar Pradesh. Bihar, Madhya 
Rajasthan, Delhi, Himachal Pradesh.Maharashtra, 

Pradesh West Bengal 

Rural Areas 

Rice 

West Bengal, Assam, Bihar 

Tiunil Nadu. Uttar Pradesh, Kerala. 

Orissa, Madhya Pradesh, Andhra Pradesh 

Maharashtra, Karnataka 
(after 1983) 

Wheat 

Maharashtra. Karnataka 

Gujarat, Haryana. Punjab. Bihar, 

Rajasthan, Uttar Pradesh Madhya Pradesh 


Note: The classification of stales for urban areas is based on price data for the 1990s whereas the 
classification for rural areas is based on data fw the 1980s. 
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states of northern and central India, 
however, private traders had lower prices 

for grain. The presence of systematicrural- 

urhan price differences indicated the 
imperfections of grain markets. 

To end, given its special role in the 
implementation of fot^ policy, and the 
operational constraints diat follow, the 
FCI is not unambiguously worse - as has 
been suggested in the literature - than 
private trade in terms of cosLs of distri¬ 
bution. This is not to deny the scope for 
improvement in the functioning of the 
FCI. I wish to argue that it is worth building 
on the strengths of the FCI (such as its 
impressive distribution network) and 
improving its performance rather than 
dismantling the FCI and leaving distri¬ 
bution of grain to private traders. 

Appendix 

Components of Procurement Costs and 
Distribution CtBTs, 1990-91 to 1998-99 

Procurement incidentals 

The changing shares of the different 
components of procurement incidentals 
are shown in Tables 3 A and 3B for wheat 
and rice, respectively.-^^ 

(i) The first component is reported under 
the heading of statutory charges. These are 
obligatory payments and include mandi 
fees, mandi cess, auction fees, commis^ 
sion paid to ‘Kutcha Aihatiya’s' (licensed 
farmer’s agents) and purchase or sales tax. 
The commission agent’s fee is fixed by 
a state government, as are the other statutory 
costs. Statutory charges grew at 11 percent 
a year for wheat and 9.1 per cent a year 
for rice. 

(ii) Labour and transport charges refer 
to the costs of mandi labour and the costs 
of internal movement such as from the 
mandi to the storage centre. The.sc services 
are obtained by the FCI on contract from 
open tenders. The movement cost depends 
on the location of mandis and distance 
from the nearest rail head or storage 
depot.^^ Labour and transport costs of 
wheat rose in absolute terms but at the re¬ 
latively low rate of 6.S per cent a year and 
the contribution of these costs to total costs 
fell overtime. They accounted for 13.16pcr 
cent of procurement incidentals in 1990 
and 11.9 per cent in 1998-99 (Table 3A). 
In the case of rice, however, these costs 
rose quite rapidly, at 10.77 per cent 
annually. They accounted for 1S.8S per 
cent of total procurement costs in 1990-91 
and 17.9 per cent in 1998-99 (Table 3B). 

(iii) Amount paid to state agencies for 
establishment, storage and interest for 
stocks procured. In some cases, agencies 
owned by state governments make 
purchases of grain and then hand them 


over to the central pool maintained by the 
FCI. The FCI pays the state agencies for 
this .service. For wheat, these charges 
accounted for about 4.5 per cent of total 
economic costs, on average, and grew at 
5.7 percentannually. These costs inuea.sed 
very rapidly for rice, at 17.9 per cent 
annually, but did not account for as large 
a share of total procurement incidentals 
as for wheat (Tables 3A and 3B). In the 
case of rice, note the large year-to-year 
variations in the charges paid to state 
govemmenLs. The share of payments to 
stale governments in total procurement 
costs of rice increased from 12.2 per cent 
in 1990-91 to 19..3 per cent in 1998 99. 

Distribution Costs 

The .shares of specific component s of the 
costs of distribution for the years 1990-91 to 
1998-99 arc shown in Tables 4A and 4B. 

(i) Freight charges refer to the costs of 
transporting grain to the final distribution 
centies. As grain is usually trans|)ortcd by 
rail, the costs depend primarily on rail 
freights. These co.sts include payment to 
the railways for demurrage, divcrsivin and 
detention. They also include lorry charges 
and steamer freight charges for the grain 
transported by road and .steamer Freight 
charges are the single most important 
component of distribution costs, account¬ 
ing for 38.13 pet cent of distribution costs 
in the case of wheat and 33.68 per cent 
for rice (average for 1990-1998). Freight 
charges have grown more rapidly (9.6 (wr 
cent annually) for rice than for wheal (8.5 
per cent annually). 

(ii) Interest charges, the second mo.st 
important cost item, refer to the interest 
paid by the FCI on overdrafts from banks 
and loans from the government of India. 
Interest charges were 25.8 per cent of 
distribution costs for wheat and 29.4 per 
cent for rice.^-' Interest charges, however, 
grew less rapidly than other components 
of distribution costs such as freight. Interest 
charges rose in the early 1990s, fell and 
then rose again and peaked in 1997-98. 
As part of a rising trend, interest charges 
have fluctuated from year to year. 

The interest costs depend primarily on 
the interest charged by commercial banks 
forfoodcredit.Upto 1994-95, the Reserve 
Bank of India .set a ceiling on the interest 
that commercial banks could charge on 
food credit or credit for food procurement. 
This interest rate was high in the early 
1990s (a rise in interest rates was part of 
the process of stabilisation and monetary 
tightening).^ After 1994-95, the Reserve 
Bank, as part of the strategy of financial 
liberalisation, stopped fixing a ceiling 
interest rate. The interest on food credit 
is now set by a consortium of commercial 


banks led by the State Bank of India.^^ 

Interest charges also depend on the level 
of stocks and the requirements of working 
capital. While the discussion of optimal 
stock levels is beyond the scope of this 
paper, it is worth pointing out that actual 
levels of both operational slocks and grain 
required for buffer .stocks have risen in 
recent years. Actual sKKks held in the 
central pool, furcxumplc, have been higher 
than minimum desirable stocLs from 1994 
onwards.-^ In the case of rice, actual .stocks 
were significantly greater than desired 
norms (c g. the ratio of actual to required 
stocks was 2.1.5 percent in 199.5). To under 
stand interest costs, we would also need 
to examine how costs are attributed to 
distribution as against maintenance ol 
buffer stocks. 

(iii) Handling expenses are the costs of 
labour for handling grain, and include 
contract labour and own or depaitnicnlal 
lalmur. Handling costs accounted, on 
average, for around 11 per cent of total 
distribution co.sts for rice and wheat. 
Handling expense.s increased at about 14 
per cent annually fur rice and wheat. 

(iv) Next in imiiortiince is establishment 
co.sts or the administrative overhead co.sts 
that include all salaiy and staff rtdated 
costs. Hslablishmcnt costs accounted for 
9.2 percent of di.stributioti costs ol wheat 
in 1990-91 and 10.2 per cent in l'W8 99. 
Overhead costs of wheat grew faster than 
total distribution costs but this was not so 
in the case of rice, where establishment 
costs accounted for 9.2 per cent of distri 
bulion costs in 1990 and in 1998. 

(v) Storage charges accounted foi u1m>ui 
9 per cent of distribution costs on average. 
Iticrc refer to the co.sts of storing grain 
by the FCI cither in its own storage godowns 
or in hired gcxlowns. 'Ilie costs depend on 
the type of.storage used. Storage costs ro.se 
quite rapidly in the I99()s. In the case of 
rice, for example, co.sts of .storage grew at 
10.8 per cent a year between 1990-91 and 
1998-99, and the share of storage costs in 
ttital distribution costs rose from 7.8 |)cr 
cent in 1990-91 to 9.46 per cent in l‘)98 ‘)9. 
In the ca.se of wheat tiH), the contribution 
of storage co.sts to total distribution costs 
increased during the 19‘K).s (Table 4A). 

(vi) Los.ses due to transit and storage are 
the final component of distribution costs. 
Grain losses occur at several stages and 
places. They include losses due to lost 
railway wagons and shortages in despatch. 
Ixisscs arc suffered on account of damage 
during storage. Fioni time to time, quality 
specifications arc waived or eased and 
result in purcha.se of damaged crops that 
arc left unsold and eventually turned into 
losses.-” Shortages also occurin deliveries 
from millers or transporters. In the accounts 
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provided, PCI has classified losses into 
storage losses and transit losses but I have 
grouped them together here.^ The share 
of losses in total distribution costs has 
fallen sharply for wheat over this period, 
from 8.2 per cent in 1990-91 to 2.4 percent 
in 1998-^. For rice, the share of losses in 
total costs rose fiom 8.26 per cent in 1990- 
91 to 9.4 percent in 19%-97 and then fell. 
In the last two years, there has been a 
notable fall in losses on the rice account. 

Notes 

(I wish to thank the ofTicials of the Food Corpota- 
tion of India for making available data from 
their performance budgets. I am grateful to 
V K Ramachandran for his suggestions on the 
arguments presented here, and to Jesim Pais for 
assistance in pcqMuring the tables and ^phs]. 

1 See, for example. Bhagwati and Srinivasan 
(1993), Gol (IW) and different issues of the 
Economic Survey after 1991. 

2 It is suggested that the PCI can operate as an 
autonomous body engaged in open market 
purchases and sain, and compete with (Nivate 
traders. See Shanna et ai (1997) and Jha and 
Srinivasan (1998). 

4 For a discussion of the impact of the PDS on 
consumers, see Swaminathan (19%). 

5 Theincidenceofbeneritsfromthesugarsubsidy 
is likely to be very different from the incidence 
of benefits of the cereal subsidy as the pattern 
of expenditure on these comm^ities is going 
to differ across income classes. 

6 I therefore do not discuss the activities of the 
PCI in respect of other commodities such as 
sugar and oilseeds. 

7 On the method of apportioning costs and the 
anomalies therein, see BICP (1991). 

8 There can even be situations of conflict in 
certain operations, as for example, when state 
govemmenu determine the 'mandis' in which 
the PCI can operate. 

9 Thefigutesforl997-98andt998-99urerevised 
estimates: all other figures are actual. 

10 Themajordetailcdstudyofcostsbycomponent 
is that undertaken by the BICP (1991). The 
BICP study, however, p^ins to the 1980s. 

11 If the price indices for different components 
of costs have grown differently, then, of course, 
changes in nominal values of different com¬ 
ponents are not comparable. However, as such 
disaggregated price indices are not available, 
this remains a hypothetical question. 

12 Growth estimates are based on a log-linear 
regression of all observations. 

13 The ratio of foodgrain disuibuted or ‘lifted* to 
quantity allocated, for example, fell from 86 per 
cent in 1991-92 to 74 per cent in 1997-98. 

14 The fastest comptmnt was handling costs (part 
of the costs of distribution) but it is a small 
component of total costs (see Appendix). 

15 The procurement cost reported by the PCI is 
not identical to the Minimum Support Price 
announced by the government. *1710 price 
aniKMinced by the government isforfair average 
quality grain. The PCI may be procuring certain 
grains ofhigher/lowerqualiiyat different i^s, 
and the repotted price is die average price of 
ail grain pracured. 

16 For definitions of various cost items, 1 have 
retied on BICP (1991). 

17 In the states of Haryana, Punjab and Uttar 
Pradesh, the major states for wheat procurement, 
there ate sever^ taxes on wheat procurement. 
See BICT* (1991) on statewise tax rates. 

18 This issue is unfortunately not being discussed 
in the driute on tax reform. 

19 Pbrexam|de,railfreightsincreasedquiteshatply 


in 1997-98 (Railway Yearbook). 

20 Ultimately, an opting food system would sedt 
to disperse production. 

21 See BICP (1991). 

22 Fdr both rice and wheat sales realisation fell 
sharply in the last two years. An important 
caveat is that these are estimates and not actual 
values but even then the sharp fall inquires 
some explanation. Lowering of issue prices as 
part of the targeted PDS and restrictions on 
open market ^es are possible explanatory 
factors. 

23 As in the tribal areas of north-eastern India 
(Julius Sen, pets (»mm). 

24 An all-India level comparison of wholesale 
prices of rice and wheat with economic costs 
of dK PCI is reported by Sharma et al (1997). 
Wholesale prices vary across states and across 
rural and urban areas and over months, and an 
all-India average for wholesale prices has little 
meaning. 

25 The figure for wholesale prices was obtained 
by averaging over different centres in each state 
in each month of the selected year as repwted 
in different volumes of Agriculiuml Situatim 
in India. All the selected centres were urban 
centres. 

26 One limitatirai of this approach is that quality 
differences are nottakenintoaccount. However, 
the PCI sells throe types of rice (conunon, fine 
and superfine) and the market data also refer 
to different types of rice (excluding the very 
superior basmati rice). So, the market inice is 
unlikely to be higher only on account of better 
quality. 

27 As mentioned above, averaging of transport 
costs by the PCI implies that states like Punjab 
and Haryana are suteidising more disUmt states. 

28 This may be because the whole.salc price data 
reported was for only one superior variety of 
wheat. 

29 DiffeientouicomesarercportedbyJayatiOhosh 
(1998). She compared the economic costs of 
the PCI with the implicit consumer prices emer¬ 
ging from the round of the National liamplc 
Survey on consumer expendiuire for 1993-94, 
and found that the economic cost of PCI grain 
remains below the market price in almost every 
urban area (Ghosh 1998]. 

30 The retail PDS price differs across states, as 
state issue prices are not uniform. 

31 As mentioned the daUi on market prices of 
wheat in Karnataka are for a superior variety 
and that may explun the high ratio in Karnataka. 

32 In this context, see Gulati and Krishnan (1975). 

33 A category that is not discussed here is that of 
port clearance costs. This comprises stevedoring 
charges, bagging and stitching levies, harbour 
dues, transit charges etc that are incurred in 
the ca.se of imports. As imports have declined, 
these costs are not relevant for the 1990s. 

34 Note that the PCI cannot choose mandis where 
it mokes purchases; mandis are allocated to the 
PCI by the state governments. It has been 
argued that uneconomic small mandis are often 
allocated to the PCI while the larger mandis 
arc cllocated to state government-owned 
corporations (BICP 1991]. 

35 Note that the interest chtfges paid to state 
governments for their procurement tolerations 
wire included in procurement incidentals. 
Together, total costs due to interest payments 
are thus higher than reported here. 

.36 The interest ceiling on food credit was 16 per 
cent in 1990.91 and 1991-92. and IS per cent 
in 1994-95 (see Statement 63 of the Report on 
Currency and Finance 1996-97). 

37 Interest rate on food credit peaked at 16.5 per 
cent in 1996, and then fell to 14.9 in 1997 and 
14.0 in 1998. 

38 See Economic Survey, different years. 

39 Most recently, after damage to the standing 
crop during the momioon of 1998, the govern¬ 
ment announced a lowering of the quality 


qiecificatian for puiehtne by the PQ (Swami 
1998], 

40 Transit shortages are deTined as losses that 
occur during intemal transport and handling, 
and storage losses ate those Imt occur in storage.' 
The method of dividing total losses into these 
two heads, however, can be questioned [BICP 
1991]. 
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Marginalisation Process in Agriculture 

Indicators, Outlook and Policy Implications 


VMRao 
H G Hanumappa 

The strategy towards the poor adopted so far has emphasised the building up of a delivery system capable 
of reaching the poor and providing them food, employment, assets and the like. But it has done little, despite 
an abundance ofpromises, to confront the structures and processes responsible for the poverty of the masses. 
No progress in human development is possible without a determined attack on these structures and processes. 
This paper describes the marginalisation process operating in agriculture and suggests that the process 
is likely to get intensified in the coming years. It is also argued that all the major determinants - the policy 
environment, the markets and modernised agriculture - tend to bypass the poor rather than work towards 
their development. The paper concludes with a brief description of a recent successful case of .self-reliant 
development of a village community and its implications for interventions by NGOs and activists. 


1 

Introduction 

.OW productivity and inability to absorb 
he growing labour force make the 
gricultural sector in India witness to a 
lervasive process of marginalisation of 
ura! people. The purpose of this paper is 
9 present clues and indicators suggesting 
hat the process is likely to get intensifled 
n the coming years raising formidable 
iroblems in achieving .sustained 
!e vclopment of rural areas and rural people, 
riven the priority now being assigned to 
he goal of human development in our 
evelopmcntagenda, it would be important 
9 take note of these emerging trends and 
jbringout their implications for the future. 
It is necessary to refer at the outset to 
elected major trends characterising the 
.rowth and development of agriculture in 
ndia since independence. Table 1 takes 
comparative look at the growth in popu- 
ttion and in agriculture in the decades 
ince independence. The population growth 
ate shown in Table 1 relates to the decade 
receding the year against which it appears, 
'he rate increased steadily from 1.2S per 
ent per annum in 194I-S1 to 2.22 percent 
er annum in 1971-81 and came down to 
.11 percentperannumin 1981-91.'HierG 
i an expectation of a sharp reduction in 
he rate to 1.09 per cent per annum in 
991-2000. While thiscould bean optimistic 
stimate, one can at least have a fair 
neasure of assurance that the population 
irowth rate which decreased by a modest 
nargin in 1981-91 would continue its 
lownward trend in the years to come. 
As regards agricultural growth, a word 
lecds to be said about the periodisation of 
he post-independence decades. The period 
9^-SO to 1964-65 could be identified as 
ne of agricultural growth through area 
xpansion; as can be seen from Table I, 


the growth rate in area was higher than 
that in yield during this period. 

The next period, 1967-68 to 1980-81, 
is u.sually reckoned as the green revolution 
period though it may be appropriate to 
regard it as the first round of the green 
revolution. The period is marked by sharp 
reduction in area expansion and a per¬ 
ceptible upward .shift in yields. The first 
round of the green revolution was confined 
to only a few crops - rice and wheat being 
the major beneficiaries - and selected areas 
like Punjab and Haryana. In the first round, 
the yield improvement across all the crops 
was too mo^t to compensate for the de- 
ciea,sc in the rate of area expansion and, 
as a result, growth rate of production came 
down from 3.13 percent per annum during 
1949-50 to 1964-65 to 2.38 per cent per 
annum during 1967-68 to 1980-81. The 
second round of the green revolution - 
1980-81 to 1991-92, had a more creditable 
record with the almost entire growth rale 
of 3.21 percenicoming from improvement 
in yields. 

The main point to be noted here is that 
over the post-independence decades the 
agricultural growth rate - and in the last 
decade even the rate of yield increases - 


have remained ahead of the population 
growth rale. Thus, the marginalisation pro¬ 
cess in agriculture cannot be explain^ in 
tenns of the Malthusian model alone though 
population growth would certainly need to 
be carefully monitored in the years ahead 
to devise effective brakes on it. 

Table2 below provides twoclear pointers 
to the marginalisation of workers deriving 
their livelihood in agriculture. First, over 
the period 1951-91, the workforce in 
agriculture aiifiost doubled from 97 million 
to 185 million; the proportion of rural 
workers in agriculture to total rural workers 
declined only marginally from 69 percent 
in 1951 to 65 per cent in 1991. More 
alarming, there was a nearly threefold 
increase in the number of agricultural 
labourers from 27 million in 1951 to 75 
million in 1991 and, as a consequence, the 
proportion of labourers in agricultural 
workforce increased from 28 per cent in 
1951 to40percentin 1991. This fast pace 
ofcasualisationof workforce in agriculture 
is a very suggestive clue to the marginali¬ 
sation of tho.se deriving their livelihood 
in agriculture. Second, the share of 
agriculture in the national GDP decreased 
sharply over the period 1951 to 1991 ftom 


Table I: Pcitulation Growtu vs AcriciilturalGrowth 

(■ Per cent) 

Yew ^pulation Growth Period Agricultural Growth, All CropA 

Total Annual ~ (Annual (!;ompound Growth Rate) 

Population Compound Area Yield Produciion 

(Million) Growth Rate 


1951 

361.1 

1.25 

1949-50 to 1964-65 

1.61 

1..5() 

3.31 

1961 

439.2 

1.96 

l%7-68 tol980-8I 

0.54 

1.H3 

2.38 

1971 

548.2 

2.20 

1980-81 to 1991-92 

0.05 

3.16 

3.21 

1981 

685.2 

2.22 





1991 

844.3 

2.11 





2000* 

987.3 

1.09 

1949-50 to 1991-92 

0.64 

2.05 

2 70 


Notes: Estimated population as on March I. 2000. 

While calculating agricultural growth, years 1965-66 and 1966-67 have been excluded as 
they were years of serious scarcity. 

Source: Agriculluntl Siatisiics at a Glance, Government of India. New Delhi, 1993. 
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arouud SO per cent to about 2S per cent 
irrespective of whether a broa^r or a 
narrowercuncept of agriculture is adopted 
for calculating its GDP share. The 
implication is that the gap between the 
per worker GDP in agriculture and that 
in nun-agricultute widened markedly over 
the post-independence decades. The 
widening gap, considered in the context 
of ca-suaii-sation of workforce in agriculture 
mentioned above, appears to provide 
convincing evidence of the 
marginalisation process operating in 
agriculture. 

What might explain the paradox of 
marginalisation of large part.s of rural 
people despite fairly .sustained agricullunil 
gn> wth since independence? It is important 
to seek an explanation as the sustained 
potentialities for agricultural growth now 
being vi.suali.scd for the coming decades 
may not by themselves arrest the 
marginali.sation pnKess. We have three 
promising clues which could help in 
resolving the paradox. First, urban India 
and large industries have received far more 
lK>licy attention during the planning era 
than rural environs, resources and people. 
This has been an unfavourable policy 
context for agriculture. An influential 
group of economists, including Manmohan 
Singh, the former Tinancc inini.ster, believe 
that the overall effect of the policy context 
has tx'en to disprotect agriculture in India. 
Second, agricultural growth strategy and 
(Htlicies have bcnenicd limited regions, 
crops and rarnier groups giving rise to a 
growing dualism in rural India. 
Disugga'gulcd studies bring out the parlous 
state in which rainfed regions in India 
accounting for 7U per cent of area under 
crops lind themselves half a century after 
independence. Biased agricultural growth 
spawn.s persistent and growing regional 
inequities pushing musses of cultivators 
to the brink of economic collapse. Third, 
the unfavourable policy context for the 
rural people has resulted in an institutional 
vacuum at the ground level making it 
diflic till for the development agencies to 
reach t iiral people and to mobilise them 
for lirvolopmeiital activities. The 
insiii 'C.tuuil vacuum at the ground level 
has ■ had the effect of inhibiting 
cap.iciiics ol die rural people to take 
deveinpnicni iiiiiiativcs, provide local 
leadership and Innld up organisations for 
collective action to protect their interests. 
With docile and passive rural cnminunitics 
disirerscd over a vast .uca. the jwlicy- 
making elites have little reason to look 
beyond their own interests while 
choosing development strategics and 
priorities. 

I'he prevailing policy context along w ith 
the shift towards liberalisation .ind 


giobalisauon ms mgnteiung itnpuaaons 
for human development in India. Studies 
using the head count ratio of poverty (HCR) 
-reflectingdte minima] concept of poverty 
ba.sed on food deprivation - show that 
poverty diminishes with growth, 
particularly agricultural growth. There is 
a near consen$u.s among the academics 
that liberalisation through its linkage with 
growth would be a powerful anti-poverty 
strategy. However, it is not clear that the 
type of growth that has taken place in India 
and which is likely to continue in the 
coming decades would reduce poverty 
reckoned in terms of multiple deprivation 
criteria besides food. In fact, the 
marginalisation process in operation in 
agriculture is very likely to have an 
extremely adverse impact on poverty 
measured in terms of luw/diininishing 
human development. 

Section 11 takes a look at the changing 
structure of landholdings reflecting the 
downward movement of cultivators 
towards small holdings, weak viability 
and eventual landlessness. Section III 
de.scribes the features of prevailing 
policy-cum-market environment sugge¬ 
sting inicn.sification of the marginali¬ 
sation process in the coming decades. 
Section IV summarises the lessons for 
NGO intervention by drawing on the 
experiences of a .succes.sful experiment in 
village development by peoples’ own 
efforts under a local leader. The main 
point emphasised in the paper is that 
human development needs an NUO 
strategy which may begin with ground 
level intervention but, eventually, has to 
confront the layers and structures in the 
Indian society generating and sustaining 
mass poverty. 

n 

Changing Structure of Land 
Holdings 

In a iund-hased economy, like the Indian 
rural economy, access to land and to 


economic opponuniucs luuscu lo lana- 
based activities wtwld be a good indicator 
of the economic status of a household. In 
such an economy, it would be reasonable 
to infer marginalisation of cultivators if 
the structure of landholding has a strong 
trend towards proliferation of small and 
marginal farmers who are usually viewed 
as the principal target groups, along with 
landless labourers, for the anti-poverty 
programmes. This would be particularly 
true for the Indian econramy where two- 
thirds of the rural population derives 
livelihood in agriculture - a sector 
accounting for .sharply diminishing share 
of national GDP and marked by much 
slower per capita income growth than that 
occurring in the non-agriculturat sector. 
Even .so, the inferences given below based 
on the National Sample Survey data on 
landholdings from the different rounds are 
best viewed as indicative rather than 
definitive. Table 3 shows the percentage 
of rural households which were ‘landless’ 
(owning less than 0.002 ha) and ‘near 
landless’ (owning between 0.002 ha and 
0.200 ha). 

It is significant to note that the 
liberalisation era began in India when ovei 
40 per cent of rural households were 
landless or near landle.ss. The proportior 
of the latter category shows a modest bui 
steady increase since the beginning of the 
green revolution in the early 1970s. Ii 
wou id be easy to appreciate the signi ficancc 
of this trend when it is considered along 
with the trend in the distribution ol 
ow'iicrship holdings (Table 4). 


Tablf. 3; Rural Landllss HoiiseHoi.i>s 

(Per cent of rural households. 


Year Landless 
« 0.002 ha) 

Near Landless 
(0.200-0.200 ha) 

Total 

196(^61 

11.68 

26.22 

37.90 

1970-71 

. 9.64 

27.78 

37.42 

1981-82 

11.33 

28.6<3 

39.93 

1991-92 

11.25 

31.15 

42.40 


Source: NSS 17th, 26th. 37ih and 48th rounds 


Table 2: iNotcATORs of Marcsinalisation of Workfxs in Agriculture 


Year 


lAipuKition and Workforce (Millions) 



Total 

Rural 


Rural Workers 





Cullivalors 

Agricultural Others 

Total 





Labourers 


1951 

361.1 

298.6 (82.7) 

699(49.9) 

27.3 (19.5) 42.8 (30.6) 

140.0 (100.0) 

1991 

844.3 

627.1 (74.3) 

110.6 (38.8) 

74.6 (26.1) 100.2 (35.1) 

285.4(100.0) 

.Share of Agriculliire GDP in Total GDP (at 1980- 81 Prices) 

Year 

Agriculture. Forestry and Fisheries 

Agriculture 


1950 SI 


55.4 


48.7 


1996-97 


26.1 


24.4 



Source- (I) Population and Workers data from Agricultural Slathlics at a Glance, Government o 
India, New Delhi, 1993. (2) Agriculture share in GDP from National Account Statistics o 
India l'iSO-51 to IUQ6-97. EPW, Research Foundation, Mumbai, 1998. 
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Itiswoithnotingttiatby theearly 1990s. 
over 96 per cent of owned holdings 
belonged to the size groups marginal, small 
and semi-medium, i e, owners ranging 
between vulnerable to those likely to have 
only a modest potential for viabiliQr. More 
important, over two-thirds of owned land 
was widt the lower three groups with the 
medium and large owners accounting for 
less than a third of total land. Around the 
mid-19S0s Dantwala had drawn attention 
to the feature of the Indian agriculture that 
while the small and marginal holdings 
predominated in numbers, large part of 
land was in the hands of medium and large 
owners. Thus, apparently, the marginali¬ 
sation process has brought about a major 
change in the production structure in 
agriculture. Much more than before, the 
small and marginal owners would have to 
.shoulder in future the responsibility for 
the tasks necessitated by agricultural 
growth and modernisation. 

Would the small and marginal owners 
have suong enough shoulders to bear this 
burden? Table 4 offers little room for 
optimism. A disturbing point to note is 
that the decade of 1981-82 to 1991-92 
seems to have witnessed a marked 
intensification of the marginali.salion 
process - the percentage of small owners 
increa.scd from 14.70 per cent to 21.75 per 
cent. Further, the small owners emerged 
as the size group with the large.st share in 
total land. The group accounted in 1991 - 
92 for over a third of total land with its 
share more than doubling over the decade 
1981-82 to 1991-92. In contrast, the 
medium owners who had the largest share 
in total land at the three earlier time points 
covered by Table 4 suffered a drastic 
reduction both in numbers and in the share 
in total land. 

As regards the large owners, they were 
less than 1 per cent of the total owners 
in 1991-92 but owned nearly 14 per cent 
of total land. An interesting, but frankly 
speculative, inference would be that the 
changing position of the large owners 
represents the other side of the 
marginalisation process, i e, the pre.scnce, 
and possibly growing strength, of a small 
but dominant and influential group in 
agriculture. It mu.st be borne in mind that 
the diminishing proportion of the large 
owners and reduction in their land share 
could in part be due to their moving out 
of agriculture to more lucrative oppor¬ 
tunities in other .sectors and, also, 
preference for investment in non-land 
capital rather than only further addition to 
size of holding. It may be recalled that the 
newer opportunities in agriculture depend 
critically on investments in modem inputs 
and technologies and not merely on larger 
and growing size of holding. 


Put together.the clues provided byTables 
3 and 4 yield the following scenario of the 
margin^isation process in agriculture since 
the beginning of the planning era in India. 
The era began with substantial landlesisness 
in rural areas. The process instead of being 
reversed-oreven arrested- has continued 
to operate over the post-independence 
decades with landlessness reaching the 
extent of over 40 per cent in 1991-92. 
What should cause particular concern is 
the apparent intensification of the process 
during the 19K0s with a noticeable impact 
on the production structure in which small 
and marginal owners now account for a 
half of the total land. At the same time, 
there is also an indication of the large 
owners diminishing in proportion but, 
possibly, gaining in status and dominance 
through modernising their farming 
activities. The features of the prevailing 
policy-cum-niarket environment - 
discussed in the next section - create a 
strong presumption that the marginal¬ 
isation process could gather further 
momentum in the years ahead to become 
an explosive .source of economic and 
political tuthulence. Our political .system 
is already under a severe strain owing to 
its inability to accommodate the rising 
expectations of the lower strata in the 
society, particularly those in the rural areas. 
Unchecked marginalisation of the poor in 
agriculture could prove to be the last straw. 

Ill 

Mar^nallsation Process 

Medium-Term Outlook 

Processes like the marginalisation 
proces.s are complex long-term processes 
spanning generations and shaped by a host 
of interacting structural factors. Under¬ 
standing such processes needs looking at 
a society as a whole - its history, structure 
and dynamics. Our attempt here is merely 
to describe certain easily observable 
features of the prevailing socio-economic 
context in India suggesting intensification 
of the marginalisation process in the years 
to come. The purpose is to point out the 
urgency of interventions - particularly 
NGO interventions - rather than carry out 
an analytical exercise. The features selected 
for this purpose relate to policies affecting 
the marginalised people, the market 
environment in which they operate and the 


benefits they derive when they are lucky 
enough to have access to modernised 
agriculture. 

Regarding the policy environment, we 
have already made a reference above to 
the unfavourable policy regimes for 
agriculture excepting some favoured crops 
and areas. It would be enough to quote 
the assessment of Manmohan Singh 
(1995): “The policy of excessive protection 
for indu.stry hurts Indian agriculture in 
several way.s....Thc net effect is that 
agriculture cannot attract the resources it 
needs for rapid modernisation and 
expansion”. Singh also criticised the 
reliance on subsidies on inputs like 
irrigation water, fertiliser, etc. However, 
there are few signs so far of any major 
policy shift in the direction indicated by 
Singh and even less of any readiness to 
change the prevailing emphasis on 
subsidies toencourage agricultural growth. 

In fact, the policy environment has 
further deteriorated in recent years from 
the point of view of the marginalised 
people. We mention two telling examples. 
First, the Indian development strategy had 
emphasised from the inception of planning 
the importance of land reforms to provide 
a.s.surcd and adequate access to land to the 
marginalised people. However, the record 
of implementation of land reforms has 
been poor. Strangely, academics who have 
been strong advocates of land reforms 
now argue in favour of freeing land and 
lease markets and relaxing the ceiling on 
holdings. A recent seminar held at the 
National Institute of Rural Development 
(1999), Hyderabad, expressed the view 
that “it would be prudent to have a policy 
to permit open tenancy with the provision 
of enough safeguards to protect the intcre.sLs 
of the small farmers”. It was argued that 
the marginalised people in agriculture 
should be encouraged to move out and that 
the present tenancy legislation comes in 
their way. However, few seem to have the 
illusion that those moving nut of agriculture 
would be better off than before. A poignant 
account of farmers who sold their lands 
to floriculture units coming up near 
Bangalore with foreign collaboration 
describes how they became coolies with 
“no job security, health insurance, provi¬ 
dent fund or unions... once they arc sick, 
they are dumped” (S Veena, Deccan Herald. 


Table 4: Dlstribution or Owned Hoi.t>iN(LS 


Year 

Marginal 
« 1 ha) 

Small 

_(1 to 2 ha) 

Serai-Medium 
_ 12 10 4 ha) _ 

Medium 

14 IQ 10 ha) 
Holding Area 

Large 

flOhii and above) 

Holding 

Area 

Holding 

Area 

Holding 

Area 

Holding 

Area 

1960-61 

60.06 

7.S9 

tS.I6 

12.4 

12.86 

20..54 

9.07 

31.23 

2.85 

28.24 

1970-71 

62.62 

9.76 

15.49 

14.68 

11.4 

21.92 

7.83 

30 75 

2.12 

22.91 

1981-82 66.64 

12.22 

14.70 

16.49 

10.78 

23..t8 

6.45 

29.83 

1 42 

18 07 

1991-92 

69.38 

16.93 

21.75 

33.97 

5.06 

17.63 

2.84 

17.64 

0.95 

13.8.1 


Source'. Same as for Table 1. 
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May 8, 1998). A farmer who raid land to 
a fieri unit to purcha.<ie a transport van 
incurred tosses and had to fail back on 
agriculture as a labourer. In his words 
“we cannot doany thing other thanfaiming. 
If we invest in anything else it vanishes 
like a bubble". The present attitude of 
policy-makers and academics towards 
land reforms can only be de.scribed as an 
admission of the inability of the system 
tocounterthe marginalisation process in 
agriculture. 

As a second example, we refer to the 
dismal record of the policy to conserve 
land and water resources through pro¬ 
grammes like watershed programmes. Such 
conservation forms the essential foun¬ 
dation for regeneration of agriculture in 
the cxten.sivc drought-prone areas in the 
country. Referring to the two major recent 
initiatives to conserve land resources, vi/.. 
watershed development and the creation 
of the National Watershed Development 
Board, Vaidyanalhan observes “the scale 
of the former, while growing, is minuscule 
inrelation to the magnitude of the area needing 
treatment. The technical and organisational 
problems offinding cost effective .solutions 
remain daunting. As regards the latter, the 
concept of integrated watershed planning 
has not been translated in practice on the 
ground" [Vaidyanathan, 1998]. 

People get marginalised becauseof their 
inability to cope with markets in the main¬ 
stream economy. It is only to be expected 
that the markets would be indifferent, if 
not hostile, towards the marginali.sed 
people. For an illustration, we turn to a 
study done in two areas in Karnataka to 
work out optimum plans for different size- 
groups of fnnns (Bhendc and Satyapriya, 
1996]. Karnataka has only a little over 20 
per cent of its cultivated area under 
irrigation with a .substantial part of the dry 
area being drought-prune. Fable S .shows 
the existing crop activities and the crop 
activities in the optimum plan for the dry 
areas on small farms. The best that the dry 
lands can do in the prevailing market 
environment is to continue with the coarse 
cere.”!!, ragi, which, as can be seen from 
Tabic h, gi ves the lowest net returns among 
the cnnis Ircing grown in the two areas. 
It is uiicresiing to note that in both the 
area;i the small former gets better returns 
per acre in ragi and sericulture (in 
Dcvanahalli) than the returns obtained by 
the medium and large farmers. On the 
other hand, in the perishable crop of 
vegetables, the medium and large farmers 
do b(Mtcr than the small farmer possibly 
due to better facilities for transport and 
marketing. Regarding fruits and seri¬ 
culture, no clear pattern is seen. It may be 
reasonable to conclude that the small 
farmers in the drought-prone areas without 


.Vl.% 


or limited availability of irrigation would 
have little chance of being viable. 

Viability is likely to elude them even 
when they have access to irrigation so long 
as their holdings remain small. Kurien 
found in his study in Tamil Nadu that “per 
unit of land and per unit of capital the 
performance of the small farms is much 
betterthan that of the big farms”. However, 
the return per family member per annum 
was seen to be only slightly above the 
poverty line in the smdl farms while it was 
more than four times larger in the ca.se of 
two top groups having six hectares or 
more of land. Kurien laments “while the 
more efficient small farmers will just 
.survive or even disappear over time, the 
lc.ss efficient ones (the big farms) will 
continue to grow and prosper” [Kurien 
1981]. Thus, in the prevailing market 
environment, the prospects seem to be 
bleak for the small farmers. Even their 
survival as independent producers would 
be difficult in the vast drought-prone areas; 
in the irrigated areas, they may continue 
to exist but with little chance of being able 
to move up in agriculture. 

We now turn to the case of farmers with 
dependable access to modernised farming. 
There is an expectation that corporate 
organisations entering agriculture with 
sophisticated technologies could provide 
acces.sto farmers to hi-tech famiing through 
arrangements like contract farming. There 
have been some isolated instances of such 
arrangements in the past but what is now 
being visualised is their spread on a much 
wider scale with active support from 
government policies. Karnataka's 
agricultural policy, for example, lays strong 
emphasis on the promotion of hightech 
agriculture [Rao 1996]. Newer ideas on 
land reforms like freeing of land and lease 


markets and relaxation of ceiling limits on 
holdings are being actively considered 
among academics and policy-makers to 
enable corporate organisations to enter 
agriculture in a big way. 

Wereport the findings ofasurvey carried 
out in a taluk in Karnataka where a large 
number of farmers have entered into 
agreement with the seed companies for 
producing high-value seeds. A brief des¬ 
cription of the project and of the sample 
of farmers covered in the survey follows. 

Farmers in Ranebennur taluk (Dharwad 
district in Karnataka) are actively involved 
in seed production. The agro-climatic 
conditions in the area adjoining Tunga- 
bhadra river are best suited for hybrid seed 
production. More than 20 national and 
multinational .seed companies are taking 
up seed production activities in this taluk. 
Access to irrigation is the pre-requisite for 
seed production and those having irrigation 
facilities are invariably engaged in seed 
production regardless of farm size. The 
seed production activity is not confined 
to fieldcropsonly.The farmers have gained 
expertise in the production of low volume 
high value crops of vegetables like tomato, 
brinjal, ladies finger, gourds, etc. 

Almost all the seed companies appoint 
their representatives in the area known as 
contractors or co-ordinator. The co-ordi- 
nator selects the farmers based on 
landholding, irrigation facilities, workforce 
available with him and other factors. The 
farmers have to enter into an agreement 
that they will sell all the seed to the parent 
company at the specificd/agreed price. The 
contractor/co-ordinatorsupplies the parent 
seed or in some cases seedlings to the seed 
growers and provides technical know-how. 
The crop is also .supervised closely by the 
field staff of the seed company. Many a 


Table S; Crop AcnvmES on Small Farms 


Taluk 

Dry Area 

Irrigated Area 



Bxisling 

Optimum 

Existing 

Optimum 

Uevanahalii 
(Bangalore rural 
district) 

Ragi, eucalyptus 

Ragi 

Vegetables, mulberry, 
grapes, fodder 

Vegetables, 
mulberry, grapes 

Malur 

(Kolar di.strict) 

Ragi, horsegram, 
eucalypnis 

Ragi 

Paddy, ragi, vegetables, 
mulberry, fruits, flowers 

Vegetables, 

muibeny 


Source: Rhende and Satyapriya (1996). 


Tabll 6: Net Returns Per Acre por Sf.i.eoed Crops at 1994-95 Prices 


Crop 


Dcvanahalli 



Malur 


Small 

Medium 

Large 

Small 

Medium 

Large 

Ragi 

3178 

2876 

2939 

5(J34 

2822 

2657 

Vegetables 

4536 

21327 

21375 

7489 

12101 

9529 

FruiLs 

31327 

56777 

40874 

2.3710 

NA 

1527 

Sericulture 

32735 

31053 

28968 

24219 

28042 

25254 


Note: NA: Not Available. 

Source: Same as for Table 5. 
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thne. the co-ordinator assists the farmers 
to get crop loans from commercial hanys 
to meet production expenses. 

The fanner is free to choose any seed 
company and get himself affiliated to it 
However, each seed company chooses its 
own cluster (of villages) for operational 
reasons. Thus different companies operate 
in different clusters avoiding overlapping. 
In Ranebennur taluk, 57 fanners were 
interviewed (1994) and of them 52 were 
small and marginal farmers. The proportion 
of irrigated area to gross cropped area was 
48 per cent. Food crops like jowar and 
maize accounted for 13.45 per cent and 
15.86 per cent of the gross cropped area 
respectively. Paddy is grown under 
irrigated conditions and had 5 per cent of 
the area. Sunflower occupies nearly 27 per 
cent of the gross cropped area. Onion, 
garlic and other vegetables like tomato, 
ladies finger, brinjal occupies 10.17 per 
cent of gross cropped area. Price per 
kilogramme of seed depends on the 
variety as well as thecropand the company 
[Hanumappa and Bhende 1994]. 

Table 7 presents some indicators of 
economic statusof the farmers participating 
in the project. The table covers 57 farmers 
arranged into six groups each containing 
10 farms except the last group having 
.seven farms. The groups have been formed 
after arranging the farmers in ascending 
order according to size of holding. It would 
be reasonable to consider the first two 
groups of farms as marginal, the next two 
as small and the last two as medium and 
large. The table indicates that the impact 
and benefits of the project have been 
associated with farm size. The medium 
and large farms appear to have derived 
substantial benefits though they might have 
been already relatively better off before 
the project. On the other hand, the project 
hardly seems to have helped the lowest 
size group of farms to improve their status 
where 70 percent remain talow the poverty 
line and 50 per cent report recourse to 
wage employment which can be taken as 
an indication of low economic status. The 
small farmers are better off than the 
marginal butthey still show some incidence 
of poverty as well as dependence on wage 
income. Thus, even adequate access to 
irrigation, high-value crop and full range 
of services like extension, input supplies, 
credit and marketing do not seem to be 
capable of lifting the marginal farmers - 
and also some small farmers - above 
poverty and dependence on casual labour. 

In the light of the clues obtained in this 
section - non-supportive policies, 
unfavourable markets and limited impact 
of even hi-tech agriculture - it is difficult 
to see any sign of the marginalisation 
process getting arrested, much less 


reversed, in the years to come. The process 
has now r^hed a point where continuing 
deterioration of the economic condition of 
the marginalised producers in agriculture 
would worsen the problem of landlessness 
as well as weaken the capacity of the 
production structure to generate growth 
with modernisation of agriculture. 

IV 

Towards an Integrative Strategy 

The outlook described in the preceding 
section poses a formidable challenge to 
the NGO groups and activists. Usually, 
these groups operate with local-level 
pen^iectivesfocuscd unissues ofimmcdiaie 
relevance to communities in which they 
are operating. It is al.so possible that the 
rapid increase occumng in the number of 
NGOs and in the funds at their command 
and growing professionolisation of their 
personnel makes them prune to populist, 
dole-giving activities ralherthun mobilising 
the people for self-reliant growth. On the 
other hand, it would be es.scntial in the 
coming years for the marginalised people 
to get organised to face markets and to put 
pressure on the poiicy-makcr to adopt 
policies favourable to them. This means 
the NGOs and the activists would have to 
build up networks and linkages among 
themselves to operate at the regional and 
all-India levels besides the village level 
with which they have been dealing so far. 

While there arc numerous instances of 
successful village development, there have 
been probably only a few instances where 
village development was almost entirely 
through the people’s own efforts relying 
on local leadership, resources, technology 
and organisations. Such instances would 
be particularly interesting to observe 
considering the prospects of increasing 
marginalisation of agricultural producer. 
We choo.se as an illustration the case ot 
Ralegaon Siddhi which is well known and 
has all the features of being a succcs.sful 
bootstrap operation. Anna Hazare who 
provided the initiative and leadership for 
the development of Ralegaon Siddhi was 


not a political or religious leader in the 
conventional sense. He was a common 
villager who brought together the village 
community to work on a development 
agenda focused on the wide range of 
government programmes made familiar 
by the five year plan documents. The crucial 
difference which Anna Hazare could make 
was that, unlike in most of the villages, 
in Ralegaon Siddhi the programmes were 
implemented under vigilant supervision 
of the community and with the whole¬ 
hearted participation of the people. The 
panchayat, gram sahha, women and youth 
organisations played an active role and arc 
expected to ensure that the development 
proce.ss initiatedin the village would gather 
further momentum and strength in the 
coming years. The significance of 
Ralegaon Siddhi is that it provides some 
assurance that if the constitutional 
amendments made in 1993 to bring into 
being a third tier of government o|ierated 
by elected panchayat raj institutions (RPIs) 
are implemented fully and honestly, many 
more Ralegaon Siddhis could blos.soni 
across the rural landscape. Hic catalyst 
role which NGUs piny could be a powerful 
force enabling the development process to 
acquire thrust and spread. 

The development expcricncc.s of Rale¬ 
gaon .Sidd^hi seem to he particularly 
instructive irom the point of view of 
improving the economic and social status 
of the marginalised groups in the village. 
The achievements on this .score arc briefly 
enumerated below (Lokur ndj.. 

Until the process of change began in 
1975, Ralegaon Siddhi, Taluk Parner. 
Dist Ahmcdnagar was a village stricken 
by poverty. A total of only 50 acres of land 
in the entire village was under irrigated 
agriculture. Due to lack of (K'cupation in 
the village, men migrated to the cities. The 
combination of poverty, unemployment 
and indebtedness led people towards 
alcoholism. T'hree or four moneylenders 
virtually ruled the village. 

T'he key to increasing agricultural output 
and improving economic coiiditioiis (of 
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6 

No of farms 

to 

to 

lU 
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10 

/ 

Average size of holding (acres) 

1.4 

2.! 

3.3 

4.6 

6.9 

22 1 

Irrigated area 

100 

I(X) 

lUO 

82 6 

738 

60.0 

Owning pucca houses 

Head of households 

6 

7 

6 

6 

7 

5 

S.SLC or above 

3 

1 

1 

4 

7 

4 

Average household income (Rs) 

IS.006 

27.68.5 

29,IUK 

32.,5(8) 

56.I(W 

74,714 

Per capita income (Rs) 

1.705 

3.3.36 

.3.38.5 

3.9.57 

8.5IK) 

/.16.3 

Labour productivity (Rs) 

2,728 

944 

4.620 

5,433 

1,4025 

1.1372 

Households with wage income 

5 

4 

3 

6 

0 

0 

Households below poverty line 

7 

2 

3 

0 

0 

1 


NtMe: See the text for explanoiion about formation of griiups. 
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the poor) is conserving soil and harnessing 
water for irrigation. And the best way of 
achieving this is to undertake water^ed 
development. The total land under assured 
irrigation is now 1,100 acres. Three crops 
are harvested in a year which meet the 
annual foodgrain requirement of the villa* 
gers. Fodder is available throughout the 
year. Migration to the cities has declimsd. 
There is a decrease in agricultural labour 
as even small and marginal farmers are 
tilling their own lands. The days of die 
moneylenders are over. There is a bank in 
the village to service those in need of finan¬ 
cial assistance and to encourage savings. 

There is total eradication of alcoholism 
and even smoking is prohibited in the 
village. Every child goes to school and the 
drop-out rate is only S per cent. 

Social barriers have bMn removed by 
integrating the ‘harijan* families into the 
mainstream. Conflicts have been mini¬ 
mised and people have understood the 
importance of working together and shar¬ 
ing the benefits. Politics has been removed 
from the panchay at elections. The sarpanch 
and other officials are nominated through 
general consensus. 

Drinking water is available through bore 
wells. Hand pumps and taps have been 
installed and no woman has to walk more 
than 100 metres to fetch water. 

The villagers undertook a massive tree 
plantation drive. Almost 3 to 4 lakh trees 
were planted and nurtured. The village 
now has SOO acres of grassland. As fodder 
became available in abundance the produc¬ 
tivity and numherofmilchanimalsincieased. 

Grain bank was started in 1983. The 
villagers borrow grain from this bank (so 
that) none has to borrow money to meet 
food requirements. 

Soak pits have been dug near every 
house. Community and household toilets 
have been constructed and fitted with 
biogas plants. The entire village partici¬ 
pates in keeping the village clean by 
sweeping the streets and toilets. 

Each individual (excepting the very poor 
and the very old) contributes one day of 
‘shramadan’ (free labour) every 15 days. 
When a particular project is taken up, the 
number of days for shramadan are decided 
according to ^e amount of labour that will 
be required for the project. 

The gram sabha meetings are held 
periodically to discuss issues relating to 
the development of the village. Decisions 
ate taken by simple majority and adecision 
made by the gram sabha is accepted as 
final. Projects ate undertaken only after 
they are discussed in the gram sabha. There 
are several registered societies that take 
care of the various projects and activities 
of the village - education, dairy develop¬ 
ment, irrigation, etc (Lokur nd]. 


There are two implications of the 
Ralegaon Siddhi experiences in village 
development including the upliftment of 
the marginalised groups. First, if only the 
people’s initiative and collective efforts 
are mobilised on an adequate scale, imple¬ 
mentation of government projects and 
schemes - progressively taken over from 
the bureaucrats by the people’s organi¬ 
sations - should go a long way in countering 
the marginalisation process in agriculture. 
Second, this is an area where NGOs have 
been active and have rich experience as 
initiators, promoters and catalysts. 

A significant pointer to the future is that 
the Ralegaon Siddhi experiment seems to 
be on the verge of spieling out to wider 
fields. The government of Maharashtra 
launched the Adarsha Gram Yojana in 
1992which aims at developing 3(X}villages 
using Ralegaon Siddhi as a model, 'nis 
could be the beginning of a process where 
the villages overcome their isolation and 
learn to act and interact in a common 
(tevelopmentendeavour. Successful micro¬ 
level efforts for rural development are 
likely to discover that crucial constraints 
have their source in policy-making at the 
state and the central levels polluted by 
corruption, elitist priorities and narrow 
dominant group interests. Unless these 
constraints are overcome, the marginali¬ 
sation processes would not be eliminated 
and any strategy for human development 
in the fullest sense of the term would 
remain a futile exercise. Ralegaon Siddhi 
seems to tell the NGOs and activists to 
begin at the village but not to stop there. 
They could learn a lot from the fast pace 
of politicisation of the dalits occurring in 
recent years and from the protest agitations 
like Narmada Bachao Andolan. 

We conclude the paper with a brief 
reference to the diversity of development 
situations acroiis villages. Our observations 
in the regions familiar to us suggest that 
three broad alternatives are likely to emerge 
as competing approaches to development 
of rural areas and people. 

- Mobilisation of rural people through 
voluntary efforts as in the case of Ralegaon 
Siddhi experiment which is basically a 
people’s movement. 

- Corporate sector linking with the small 
and marginal farmers to help them take 
up hi-tech agriculture illustrated by the 
case of Ranebennur farmers. 

- Government programmes like SWA- 
STHI in Karnataka where a package of 
programmes and activities are implemented 
in selected villages with the active co¬ 
operation and participation of the people. 
Ihediffacnce b^weenSWASTHIand Rale¬ 
gaon Siddhi is that in the former case the 
initiative for undertaking activities rests 
with government agencies and functionaries. 


It is inqiortvit to'leave the field open 
to competing approaches as a single mt^l 
is unlikely to work in all situ^ons. If 
margimdisation of the poor is countered 
by strong policy support at the national 
level, leaving the field open to competing 
approaches at the village level would help 
rather than obstruct the development 
process. In the foreseeable future, govern¬ 
ment programmes implemented by the 
official agencies and functionaries are 
likely to have much wider coverage as 
compared to the other two approaches. 
However, if these agencies and function¬ 
aries learn from experiences of the 
Ralegaon Siddhis and Ranebennurs of 
India, there would be some ground for 
hope that over a period of time the PRI 
may be able to evolve an amalgam com¬ 
bining the good features of the three 
approaches. It is essential that the training 
activities get institutionalised so that the 
rural change agents within the government 
as well as outside have a dependable 
channel for feedback on what would be 
the right strategy and tactics to use. to 
nurture development in villages. 

[This paper is a part of a research study undertaken 
by Centre for Development Alternatives (CPOA), 
Ahmedabad. Thanks arc due to CFDA and Indim 
Hirway for the support received durinj the 
preparation of the paper. Thanks are also due to 
National Institute for Rural Development, 
Hyderabad and R P Singh for giving us an 
opportunity to present the paper at the Foundation 
Day Seminar held in November, 1999.) 

References 

Bhendc, M J and V S Satyapriya (1996): ‘Farming 
System Approach in the Context of ACRP in 
Karnataka’, Institute for Social and Fxonomic 
Change, Bangalore. 

Hanumappa, H G and M C Bhende tl994): 
'Planning for Full Employment: Strategies for 
the Small Farmers Agri-business Consortium 
- Dharwar District’ (UNDP Project IND/91/ 
(1%), M S Swaminathan Research Fourulatiun. 
Chennai and Institute for Social and Economic 
Change, Bangaloic. 

Kuricn, C T (1981): Dynamics of Rural Trans¬ 
formation: A Study in Tamil Nadu 1950- 
1975, CMent Longman. Chennai. 

Lokur, Vasudha (nd): ‘Ralegaon Siddhi - Rural 
Transformation through People's 
Participation’, Sant Yadav Baba Shikshar 
Prasarak Mandal, Ralegaon Siddhi. Disi 
Ahmednagar, Maharashtra. 

Singh, Manmohan (1993): ‘Inaugural Address' 
to the Annual Conference of Indian Society 
of Agricultural Economics, Indian Journal o, 
Agricultural Economies, Val SO, No l.January- 
March. 

National lastituie of Rural Development (1999): 
National Seminar on Tenancy Reforms: 
Recommendations of the Seminar, February. 
Rao, V M (19%): ‘Agrieultural Developmeni 
with a Human Face: Experiences ant! 
Prospects', Economic and Political Weekly. 
Vol XXXI. No 26, June 29. 

Vaidyanalhan, A (1998): ‘Strategy for Agricullutal 
Growth:EmergingI\)licyIssues'.(ed)V MRao 
The Poor in a HosiUe Socieiy Vikas. New Delhi 


A-138 


Economic and Political Weekly December 25, 1991 



New Technology and Process of Differentiation 

Two Sugarcane Cultivating Villages in UP 

KalimSiddiqui 

The study examines empirically the ‘new technology’ and the process of differentiation of peasant households 
in Muzpffamagar district, in western Uttar Pradesh, India. High-yielding varieties (HYVs) of sugarcane were 
introduced to certain parts of the district in the late 1970s and early 1980s which has dramatically increased 
yields of cane per acre. The empirical study is focused on a region which is generally associated with the development 
of capitalist farming, on the assumption that any proposition which could he proved for the.se areas is likely to 
hold for other regions undergoing similar processes of change. We analyse the various impacts of ‘new technology' 
on two different villages and examine the resultant changes at the household level. The .study e.vamines the effects 
of the ‘new technology’ on process of differentiation of the 120 sample households. A clear picture emerges that 
capitalist farming is expanding and economic differentiation is increasing. 


I 

Introduction 

PHIS article focuses on the ‘new technol- 
)gy’‘ and the process of differentiation in 
wo primarily sugarcane cultivating vil- 
ages in western Uttar Pradesh, India. We 
how here that the rich and lai^ge peasants 
iwn a greater proportion of land than the 
mall peasants (categories of peasant 
louseholds will be discussed later) and 
hey have been able to enlarge their land 
ssets while small peasants have experi- 
nced a decline. We also demonstrate that 
he increased profitability of high-yield- 
ng variety (HYV) seeds has encouraged 
irge landowners to lease in, dispos.sc.ss 
rnd from the smaller landowners or to 
xtend their cultivation to ‘goan subha’ 
md (village common land). The speed of 
ifferentiation is faster, in terms of land 
'wnership, in Village 1 which has ac- 
uired a higher level of ‘new technology’ 
Appendix 1). On the basis of a differen- 
lat^ peasantry we have noted what the 
lifferential dynamics of commercialisation 
mails for different sections of peasantry 
nd its overall macro-economic con- 
equences [Bharadwaj 1985]. 

We analyse data from the 120 sample 
louseholds on the possession of assets 
nd the changes in them over 1981-97. A 
5-ycar period is not a very long time 
luring which tostudy thechanges in a-ssets 
>wned by households, but m'ter discussing 
hese questions with the inhabitants of the 
ample viAages, it appears that informa- 
ion based on memory is more reliable for 
lie short period. Some written records and 
lapers exist concerning money borrowed 
rom formal sources or land owned by the 
louseholds, but records of transactions 
uch as wheat sold to local traders were 
lot available in written form. An attempt 
rill be made here to focus on the changes 
ilcing place in the ownership of land as 


well as in the cultivation of holdings in 
the context of our fieldwork. We show 
also that the mechanical inputs are con¬ 
centrated in the hands of large and rich 
peasants, while small peasants have a 
negligible share of mechanical inputs 
rK.Siddiqui 1997], 

In the beginning of the 20th century, in 
western UP the historical factors were 
acting positively towards expansion of 
cultivation of commercial crops: the pre¬ 
valence of ‘khiidkast’ proprietors (culti¬ 
vator-owners), public investment in irri¬ 
gation, availability of credits and sugarmilis 
INcalc 1962; A Siddiqui 1973), While in 
eastern UP, parasitic ’xamindars’ (land¬ 
lords), ab.sencc of public investment in 
irrigation, rigid revenue burdens had re¬ 
duced the ma.ss of the peasantry to such 
a pau|x;rised situation of dependence on 
merchants and moneylenders that the class 
of genuinely independent small producers 
- middle pea.sants - had been reduced to 
insignificance (Tliomcr 1976]. lastead it 
created a mass of indebted pauperised 
peasants and tenants on the one hand, with 
no surplus to invest, while at the same time 
a small minority of merchants and land¬ 
lords with surplus and capacity to invest, 
but no interest to invest in agriculture 
because they earned high returns from pre- 
capitalkst sources like ground rent and 
usury interest I Amin 1984:107]. 

Western UP was historically the most 
dynamic region in India, with the highest 
rate of growth of both foodgrains and 
commercial crops output; under a mode¬ 
rate khudk&st system (‘bhaichara’ .system),^ 
it enjoyed the benefits of the heaviest 
concentration of public investment in canal 
irrigation along with Punjab in whole India. 
At independence, the region emerged with 
one of the least polarised class structures 
and with strong and large class of inde¬ 
pendent producers.^ Thus, conditions were 
exceptionally favourable in this region for 


widespread adoption of cultivationof cash 
crops. 11iis is not to say that it was licnefit - 
ingall rural households'* (K Siddiqui 19981. 

The western region comprising of 19 
disiricLs witnessed a markedly faster agri¬ 
cultural growth than other parts of the 
state. Along with Punjab and llaryaiui, 
western I IP experienced largest growth of 
rural capital investment. The impact of 
‘new technology’ was greater in this re¬ 
gion partly liecau.se wc.stcrn UP was well 
endowed with canals and irrigation works 
established at fhc turn of the century, as 
a result of which the region was trans- 
foi med into one of the richest tracts during 
(he I'olonial period |Ncalc 1962]. I'his 
proce.ssof regional growth also manifested 
itself in the emergence of an infrastructure 
and the expansion of market towns; com 
mercial farming also gained impetus 
fPradhnn 1966). As a result, western UP 
differed from eastern UP and polarisation 
between absentee landlords and peasant 
producers did not occur to the same degree 
in western UP as in eastern UP {Amin 
19X4]. 

Mu/.affaniagar is located in western littar 
Pradesh. I'he district did not have many 
large /amindars^ renting out huge areas 
of land, instcarl the agrarian structure w.i.s 
dominated by peasants engaged in self 
cultivation (Hadcn-Powcll 1972:7; 
Whiiecombc 1972). Prior to rainindari 
t-bolition 32.1 per cent of all land in the 
district was held as ‘sir’ and khudkast 
(landcultivated by owners)* | Neale. I96?|. 
All this means that after /ainindaii alio 
lition the basis of commercial expansion 
was far stronger here and evidence of 
this can be seen in the expansion of the 
agricultural labour force as pro[X)rfion of 
the total population engaged in agriculture. 
In Muzaffarnagar, the proportion rose in 
1961-71 by 1K.3 per cent and in 1971-81 
by 19 per cent compared to UP averages 
of 10.8 per cent and 6.4 per cent. Thus 
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it indicates that western UP had an his- 
toricaily determined headstart when the 
process of commercialisation and capital¬ 
ist development of agriculture began to 
take hold (Hasan 1989). 

Sugarcane isthe majorcrop in Muzaffar- 
nagar and the best quality of land and a 
large proportion of new inputs are used 
in its cultivation. The district accounts for 
9.08 percent of the total area and 10.6 per 
cent of the total production of sugarcane 
of the state in 1996 (District Statistical 
Handbook, 1997). Other competing crops 
grown in the district are wh^t and rice. 
Muzaffamagaris the second largest sugar¬ 
cane producer in western UP. Atout 
1,91,6^ hectares of cultivated land is 
under sugarcane and produced 1,14,72.645 
metric tonnes of sugar in 1996 (Govern¬ 
ment of India 1997; on sugarmill see Barn 
1990]. Almost the entire area under sugar¬ 
cane and wheat in Muzaffarnagar is 
irrigated. Likewise the intensity of crop¬ 
ping was higher than the average for the 
country. Similarly, the yields of sugarcane 
have improved vastly because of better 
irrigation, HYV seeds and chemical ferti¬ 
lisers. Peasants recorded yields of around 
4S6.SS quintals per hectare in 1982-'83 
(Bhalla and Tyagi 1989). 

Two primarily sugarcane cultivating 
villages were selected randomly from two 
different regions of the district; one a ‘gate’ 
village also termed an ‘advanced* village 
and the other from the ‘centre’ area, i e, 
‘less-developed’ village. Village 1 (‘ad¬ 
vanced’village)islocated3kmfromShamli 
town and sugarmill and is dominated by 
jats (Hindus).^ Village 2 (‘less-developed’ 
village) is located 14 km away from the 
town and sugarmill and is dominated by 
gujars (Muslims)" [KSiddiqui 1997]. 

Given the nature of agrarian economy 
of our study villages, leasing of land by 
landlords is not common. Not a single 
well-to-do peasant leases out land. A new 
trend, we were told, is on the rise where 
the small peasants are leasing out land to 
the rich peasants. The rich peasants lease 
land to expand their area of cultivation. 
They employ agricultural labour to culti¬ 
vate lea.s(^-in land and also cultivate H Y Vs 
ofcaneon these lands. However, in Village 
2 a very small proportion of land is lea.sed 
out to the smal I farmers to guarantee labour 
supply during the peak season. 

it isessential fw all categories of peasants 
to use tractors at least on some occasions. 
For example, the sugarcane cultivators 
find it too hard to plough the field after 
harvest by wooden or iron ploughs. So 
they hire uactors forploughing. Similarly, 
HYV cane requires more water so they 
need to hire tubewells also. Mechanisation 
is adopted as it gives more profit than 
alternative technology [Dasgupta 1977]. 


Here we would like to emphasise that 
the ownership of new machinery provides 
a degree of flexibility which is important 
because a delay in planting or irrigation 
might undermine plant growth and 
yields. The owners of new machinery hire 
out only after their own requirements are 
met. Ail our sample households cultivate 
HYV cane, which means use of 'new 
technology’ is widespread. The cultiva¬ 
tion of ‘yiek’ (traditional) varieties of cane 
is no more. A respondent told us. It has 
little market value and also amount of 
juice is very little compared to HYV cane 
[K Siddiqui 1997]. 

HYV cane yield is much higher if right 
proportionofchemicalfertilisersand water 
is provided than the yields of traditional 
and locally improved varieties. It has been 
developed through selective breeding to 
be highly responsive to fertiliser input. 
The HYVs of cane require a lot of chemi¬ 
cal fertilisers and also organic manure. A 
large do.se of fertilisers is needed not only 
for their supply of nitrogen (which is also 
critical) but to maintain the physical quality 
of soil [Attwood 1984]. The vulnerability 
of HYVs of cane to pe.st attacks and the 
fertiliser-induced growth of weeds, have 
led to increasied use of pesticides and 
weedicides. Sugarcane was cultivated as 
planted (it was harvested one time and 
needed to be planted again) and required 
a high amount of labour and tractor input^ 
(though not as high as wheat). It was 
favoured by the small owner group (up to 
5 acres). But now most of the sugarcane 
is cultivated as ‘ratoon’, which means it 
is harvested 2-3 times.. Sugarcane ratoon 
requires a high amount of mechanical input 
and brings highest gross revenue per acre 
as compared to sugarcane planted. Ratoon 
is more favoured by the large landowners, 
because profits are higher than planted 
cane, but it requires more water and 
chemical fertilisers. The proportion of area 
devoted to sugarcane ratoon rises on large 
landholdings. 

Groundwater has played a critical role 
in Village 2 agricultural development. 
Indeed, the recent spread of ‘new technol¬ 
ogy' and achievements in agricultural 
growth have contributed to a certain extent 
to the extensive use of groundwater irri¬ 
gation. Over the last few years, the pro- 
port'on of irrigated area through tt^i- 
tional groundwater sources like wells has 
declined, but the area undm' tubewells has 
increased tremendously, in particular since 
late 1980s. During these years electricity 
was installed in Village 2 and the sugarmill 
decided to buy more cane from the village 
(K Siddiqui 1997]. 

In Village 1, the number of tubewells 
increased dramatically in late 1970s and 
early 1980s. Though the village has a 


canaL water supply is unreliable and HYV 
cane requires regular and controlled water 
supply. This has resulted in a situation in 
which a large number of tubewell owners 
have had to compete to extract water from 
the limited available aquifers, with a 
concomitant secular lowering of ground- 
water table. As water tables decline more 
and more, the traditional water lifting . 
technology like wells would prove to be ’ 
ineffective and inactequate. There is also 
evidence which suggests that as a direct 
consequence of the increasing costs of 
tubewell irrigation, the price paid to hire 
in water has gone up, which small peas¬ 
ants find more expensive. These develop 
ments have been accompanied by the in¬ 
creasing vulnerability of resource poor 
peasants, whooften havetoputcha.se water 
[J Harriss 1982]. 

During the 1970s, we were told, the 
depths of the wells were less than 30 feet, 
which have sunk to 50-60 feet at the time 
of the survey. Villages of the sample 
households lie in this depth range. La^e 
variations between original and current ■ 
depths of wells are striking and sugge.st 
the possibility of decline in the water table. 
Lowering water tables has many implica¬ 
tions: fixed investment in tubewells goes 
up. It also means higher operation costs, 
maintenance of water lifting devices and 
so on. 

Ultimately, those unsuccessful or re¬ 
source poor peasants who are unable to 
deepen their wells might lose on farm 
income and production. It was repotted in 
our survey that the incidence of water 
purchase has gone up after the introduc¬ 
tion of HYV cane. All non-tubewclls 
owners and those whose wells have dried 
up expressed desire and need to purchase 
water, but there Were only a few well 
owners with surplus water to sell. This is 
one of the main reasons why water sellers 
gain significant power to dictate terms to 
water purchasers. Although 'ifillage 1 has 
two tanks, these have not been in use for 
several years, and there is absolutely no 
collective maintenance work in evidence. 
Perhaps, wider access to private sources 
of irrigation, viz, tubewells, has been one 
of the contributing factors for such neglect 
of tanks. 

II 

Land Ownership and Rural Class 
Structures 

The ownership of land alone is not able 
to give us the correct socio-economic.. 
position of peasants. It is due to the dif¬ 
ferences in possession of machinery, live¬ 
stock, variations in irrigation, fertility**^ 
and family size will be such that farms in 
any given acreage group may vary greatly 
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Xganised, the scale of operations and hence 
riass status.'* Therefore, we decided to 
»tegorise the peasants not on the basis 
3f land ownership alone but also take into 
account control of mechanical inputs, 
labour criteria and value of output pro¬ 
duced by the peasant households. Follow¬ 
ing Patnaik’s (1987) model we find the 
identification of classes and understand¬ 
ing of their material conditions are neces¬ 
sary to explain the agrarian changes.'^ 

We categorise the peasants into 'small*, 
'middle*, ‘rich’ and ‘laigc’ which may be 
useful to focus on the conditions of pro¬ 
duction that are particular to these diffcr- 
snt groups [Bharadwaj 1974:62]. The 
‘small’ peasants possess little land rela¬ 
tive U) available family labour and depend 
upon hiring out labour to supplement 
income from land. They possess no new 
machinery like tractors or tubewells and 
have to hire these services for payment. 
Quite often they are compelled to raise 
:onsumption loans to feed the family 
through the year, on onerous terms and at 
i high rate of interest. Small peasants own 
tiny plot of land (less than S acres) and 
their families participate in the process of 
production. Their income from the land, 
however, is not enough for their family 
needs. Therefore, apart from working in 
their own fields they hire out their labour 
power to others. The number of labour 
days hired out by them are more than their 
family labour days put in on their land¬ 
holding annually.'^ 

The next group of bigger holdings which 
may be called‘middle*, generally possess 
tubewells and some other component of 
‘new technology’. They produce enough 
to meet their consumption needs. They do 
not borrow money for consumption pur¬ 
poses. Their family labour is enough to 
work on their land and they do not depend 
upon hiring out labour to supplement 
income from land and generally produce 
a surplus over subsistence. Middle peas¬ 
ants own land between S-10 acres and also 
some modem inputs and fully participate 
in the process of production. They also 
hire in labour power, but the labour days 
they hire in are much less than their family 
labour days put by the household in the 
cultivation annually. 

Rich peasants own land between 10- IS 
acres and also own modem machinery, 
rheir families participate in the process 
of production, apart from hiring in labour 
power. But the number of family labour 
days are less than labour days hired in by 
the households annually. The large peas¬ 
ants are those who own more than ISacres 
of land and also all mechanical inputs. 
Their families participate very little in the 
production process. Tlicy depend solely 


on mnng in labour power. They supervise 
the agricultural operations and al.so some¬ 
time, assist work like driving tractors, 
operating threshers or tubewell engines 
for irrigation and .so on. The households 
also have other major sources of income 
like they may own a brick-kiln or private 
buses or taxis or properties in the town. 

Land remains the most important factor 
in determining the position of households, 
but other elements give a more complete 
understanding of the peasants’ condition. 
We should also therefore try to analyse 
houKholds’ other a.ssets Access to land 
is the principal indicator of class structure 
in an economy dominated by agricultural 
activities. The pos.se.ssion of land is the 
basic determinant of the relations of pro¬ 
duction and is the most important factor 
in the economics and politics of rural 
society. It determines the households' 
bargaining position in the markets and the 
power structure of a household. Lotts of 
land is considered a great misfortune, and 
gaining additional land is considered a 
great success by the other members of the 
village community. 

Access to other factors of production is 
largely determined by the size of land- 
holdings. During the fieldwork in both 
villages, wide differences in the posses¬ 
sion of assets were observed. To explain 
these differences, the social relations of 
production and exchange should be taken 
as crucial explanatory variable.s. The pro- 
cesttes which cause and even intensify 
these differences need to be analysed and 
we study the specific relations, into which 
people enter in the course of production, 
distribution and exchange [Byres 1986j. 

Village I receives canal water and was 
exposed to ‘new technology' and electri¬ 
city in the mid-sixties, while Village 2 has 
no canal irrigation and it is only at the end 
of the last decade that electricity and 
tubewells have arrived there. The latterarc 
now an important source of irrigation. The 
difference in the levels of commoditisiatiun 
in the two villages has created different 
types of problems, use of money, impor¬ 
tance of land, sharecropping, employment 
situation and cla,ss formation and political 
consciousness and so on. The percentage 
of landless households in Village 1 is 
about 34, while in Village 2 it is 27. This 
phenomenon was explained by people in 
Village 1 as a consequence of the ‘new 
technology’. 

With the Zamindari Abolition Act of 
1932, the former zamindars and tenants 
who had the right to transfer land by sale 
were given bhumindari tenure. This meant 
that they became owners of the land with 
the right to sell or mortgage should they 
so wish, subject only to the requirement 
that they pay the assessed land revenue 


'The immediate eitect ot the legislation 
was to make the cultivators tenants of the 
state (Neale 1962]. 

It is beyond the scope of this paper to 
assess the achievements of zamindari 
abolition. However, we find that the trans¬ 
fer of iandownership did not produce an 
equal distribution of land, except between 
.some zamindars and their tenants (Pathak 
1987]. Those who gained land as a result 
of the reform were those who already 
cultivated land but under lease. Those 
who cultivated large holdings gained large 
areas of land, while ihu.se cultivated only 
small holdings gained only small anuiunts 
of land. The service caste and agricultural 
labourers whodid not cultivate at all gained 
nothing. The land ownership distribution 
resulted in favouring the higher ciLstea, 
particularly jats and gujars. Moreover, it 
left most of the households belonging to 
the untouchable Hindu castes landless. 
The three ‘advaiKcd’ village zamindars, 
for example, lost .some control of the land 
of the village which passed to the culti¬ 
vators, although two of the zamindars arc 
still large landowners and prosperous in 
the region. Similarly, the two ‘less-devel¬ 
oped’ village zamindars lost contiol of 
some land, but still both zamindars control 
large areas of land and arc poweiful in the 
village, fine is a brahmin and the other is 
a gujar. 

In Village I, prior to zamindari abolition 
and later after land ceiling, the land was 
concentrated in the hands of few brahmins 
and jats, who were also resident zamindars. 
It was rare fur brahmins, who functioned 
as priests, to participate in cultivation as 
manual activities were supposed to be 
forbidden by their caste status. Jats did not 
consider manual work demeaning and were 
proud to be involved in their own land. 
But certainly the degree of involvement 
was different in different land groups. At 
present in Village I, we find that brahmins 
have lo.st the economic position that they 
had earlier and control a smaller area of 
land. It was revealed to us that must of 
the brahmins have lost their land due to 
mismanagement and family division. The 
former jat zamindars on the other hand arc 
still dominant households in the village. 
Some of them have seen a decline in their 
socio-economic position due to family 
divisions. We were told that the ptescnl 
rich peasants arc from the former jat 
zamindar families 

Some formei tenants arc ul.su increasing 
their .social and political power and have 
appmpriated more land. Tamindari abo¬ 
lition helped them to acquire ownership 
rights and .some of their family members 
became soldiers, government officials, etc, 
and invested all their savings in buying 
land, particularly gaon sabha land. In the 


Economic and Political Weekly December 25, 1999 


A-141 



1960s the state government encouraged 
those who had money to buy common land 
in the name of bringing unculti vable waste 
land under cultivation (Bliss and Stem 
1982]. Under this measure, a respondeat 
told us a “few rich households invested 
money in buying village common land at 
‘throw away’ prices". In Village 2, before 
zamindari abolition, a large proportion of 
land was held by non-resident or big 
zaniindars, but some small resident or 
small zamindars also owned land. Most 
of them were brahmins. A few village- 
based gujars were also small zamindars. 
but most of them were tenants. Today 
most of the rich peasants are the former 
resident zamindare or tenants. 

Another measure enacted for land re¬ 
form was the imposition of ceilings on 
land holding by an act, which was passed 
by the UP government in 1960. The act 
provided for a land ceiling of 40 acres for 
good quality of land for a tenure holder. 
For a family of more than five persons, 
8 acres of land was allowed for every 
additional person with a maximum ceiling 
of 64 acres. The act further provided 
exemptions for categories of land such as 
groves, land used for indiustrial purposes, 
cattle sheds, residential houses, cremation 
grounds, and co-operative society lands. 
The ceiling law was revised due to grow¬ 
ing criticism from the peasant organisation 
in early 197Us. Under the revisions the 
family was considered the appropriate unit 
for imposing ceiling and it was fixed at 
18 acres of irrigated land for a family of 
five people [Duncan 1979:79]. 

However, in recent decades the land 
ceiling legislation has made large land- 
owners cautious about declaring their 
holdings. If more than one family lived 
within a household, the loopholes in the 
ceiling laws allowed them to be treated 
as separate entities. This has permitted 
some households to present themselves as 
being a number of legally constituted 
separate entities insofar as their owner¬ 
ship of land is concerned. With the help 
of local land officials, manipulation of the 
ceilings was undertaken in order to justify 
their large land possessions [Bli.ss and 
Stem 1982], The large landholders de¬ 
clared most of their land to be unirrigated 
and of low quality and thus they could 
legally possess laiger amounts of land. 
Moreover, the processes of inheritance 
and the increasing threat of land legisla¬ 
tion appeared to have caused their sub¬ 
division. Table 1 indicates that the small 
and middle pea.sants own smaller percent¬ 
ages of land compared to rich and large 
peasants.''* 

The mid-sixties saw the introduction of 
‘new technology* in Village 1 and later 
in the late 1980s ii penetrated Village 2. 
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The concentration of land in the hands of 
a few has increased ova: time though the 
nnagnitude of concentration differs in the 
two villages. Village I witnessed eariier 
penetration of ‘new technology* and has 
consequently undergone the pressures of 
the income inequalities that havecome with 
the inflow of new technology. Village 2 
has only recently witnessed the introduc¬ 
tion of new technology. In the meantime 
population has increased in both villages.' ^ 
Tte rate of increase has been faster in 
Village 2 in the last decade and certainly 
the increase in population can be seen in 
reduction of land owned per household. 

In Village 1. toul land owned by sample 
households was .570 acres in 1981, which 
declined to SS8.2 acres in 1997. But not 
every household experienced a decline. 
The figures in Table 2 on Village 1 from 
1981 to 1997 regarding the land position 
of the households show that small peas¬ 
ants experienced a decline in their land 
ownership, the middle slightly improved 
their land position. The rich peasants 
witnessed a sharp increase, but the large 
peasants experienced a decline in their 
proportion of landholding. We find a 
different tendency for rich and large 
peasants. The rich invested in buying land 
and thusincreasedtheirownershipof land, 
but the large peasants invested in other 
areas rather than buying land. 

We find in Village 2, the total land 
owned by .sample households was 799.9 
acres in 1981. which declined to 780 acres 
in 1997. However, not every household 
experienced a decline. Ownership of land 
by small and middle peasants declined 
from 1981-97 (Table 2). The rich peasants 
improved their land ownership, while that 


of laige peasants declined tor the same 
period. Tte rich peasants gainedeconomi- 
cally by acquiring more land through 
buying, mortgaging and renting-in land. 
.The small peasants in botii villages have 
lost land through family divisions'^ and 
sale. In botii villages, the rich peasants 
have gained more 1^. However, this gain 
was larger in Village 1 than Village 2. In 
both villages, the small and large peasants 
lost land, but the loss was greater in the 
case of small peasants than large peasants. 
Further, the loss of land for ^ small 
peasants in Village 1 was greater than for 
small peasants in Village 2. This was due 
to the increasing difficulty faced by this 
group in cultivation as they do not pos.sess 
new inputs, and because Village 1 is close 
to a town, there arc mote employment 
opportunities becoming available in 
Village 1. For example, our respondent told 
us, “they get casual jobs in the sugarmill, 
paper mills, ‘sulpher* plant (mini cane 
crusher), cottage industries, construction 
sites, etc, in Shamli town.” 

In Village 1 the middle peasants im-' 
proved their land assets through buying 
land to a greater extent than in Village 2. 
The main rea.son was the proximity to the 
sugar mill. As a ‘gate village’ a greater 
proportion of cane was sold for higher 
prices in Village 1 than Village 2. 

Table 3 shows the rea.sons as reported 
by the re.spondents for changes in the size 
of landholdings. It seems in both villages 
the small peasants have lust their land 
largely due to family division, decline in 
the amount of land available on lease and 
due to selling, while the rich peasants in 
both villages improved their land situation 
due to buying land and leasing in land. 


Table 1: Land-Ownpjmhip of Sampi.e Households, 1997 

(Per cent) 


Land Size 
(acres) 



Villaae 1 




Villaae 2 


_Households_ 

Land- 

Owned 

Cumulative 

Land¬ 

holdings 

Hou.scholds 

Land- 

Owned 

Cumulative 

Land- 

holdings 

No 

Per Cent 

No 

Per Cent 

0-5.00 

20 

33.3 

12.0 

12.0 

20 

33.3 

6.4 

6.4 

5.01-10.00 

20 

33.3 

25.6 

37.6 

20 

33.3 

17.1 

23.5 

10.01-15.00 

10 

16.7 

26.1 

63.7 

10 

16.7 

20.4 

43.9 

15.00 and above 10 

16.7 

36.3 

100.0 

10 

16.7 

56.1 

100.0 

Total 


100.00 

KKI.OO 



100.00 

100.00 



N<>u: Total land-owned by sample households was SS8.2 acres in Village I and 780 acres in Village 2. 
Source: Fieldwork by the author. 


Table 2; Chances in Land-Ownehship of Sample Househoi.ds. 1981-97 

(Per cent) 


Villaae I _ Village 2 


Land Size (acres) 

1981 

1997 

Change 

1981 

1997 

Change 

5.00 

14.7 

12.0 

-2 7 

6.8 

6.4 

-0.4 

5.01-10.00 

24.5 

25.6 

•Fl.l 

17.8 

17.1 

-0.7 

10.01-15.00 

21.0 

26.1 

■F5.1 

18.5 

20.4 

+1.9 

15.00-above 

39.8 

36.3 

-3.5 

56.9 

56.1 

-0.8 

Total 

100.00 

100.00 


100.00 

100.00 



Source: Fieldwork by the author. 
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Such tendencies wane greater in Village 1 
than Village 2. Further, the differences 
between rich and large peasants appear to 
be clear in regards to purchase of addi¬ 
tional land. The rich enlarge their posses¬ 
sion of land, while the large peasants invest 
in other areas. Unlike the rich peasants the 
large peasants did not invest in purchasing 
additional land. . 

However, the reason behind the changes 
in land ownership for most of the small 
peasants whose land assets declined, was 
the need to meet consumption needs, to 
buy foodgrains and medicine. In both 
villages, the small peasants mortgaged their 
land, and when they failed to repay debts 
the land was sold. Generally the land was 
sold to landlords/big landowners or shop¬ 
keepers. Often the money was also bor¬ 
rowed from the same sources. In at lea.st 
two cases in Village I we were told, “in 
the beginning he was encouraged to bor¬ 
row on easy terms. l.iiter he could not 
repay and land was .sold to the person he 
borrowed money from." Anothersaid, “the 
rich households’ main interest [in lending 
money] was to acquire the land”. 

The second reason for the reduction of 
land assets was family division among the 
poor households in both villages. Also, 
the poor have a greater tendency to split 
households as, after the children marry, 
they form new households and thus divide 
the households’ assets including land. The 
rea.son appeared to be that the poor with 
little plots of land were mure vulnerable 
to pressures to sell because of their need 
and were less power oriented than the rich. 
The rich showed greater interest in hold¬ 
ing the family together. One respondent 
told us, more land means more power. 
Among the rich households, there is a 
stronger tendency to stay together. Adult 
members of the households live together 
and it was said that they consider owner¬ 
ship of assets very important, not only to 
maintain but to strengthen the household’s 
position in the community. It was also 
observed that rich households diversify 
their resources and the adult members of 
their family are involved in various eco¬ 
nomic activiUes inside and outside the 
village, but income is pooled together. 

Total cultivated land of the sample 
households in Village I was S76.8 acres 
in 1981, which declined to 558.2 acres in 
1997. There are some differences between 
cultivated and owned land. But they arc 
not very significant. The overwhelming 
proportion of land is cultivated by the 
owners themselves or under their super¬ 
vision and land cultivated by tenants is 
small. In Village 2, total cultivated land 
by the sample households was 789.4 acres, 
which declined to 778.7 acres in 1997. 
Here also the proportion of tenancy is not 


very significant but the area undertenancy 
is greater for Village 2 thim ViUage I. 

In Table 4 we show the data on culti¬ 
vated land between 1981-97 in both vil¬ 
lages. In Village I, the small peasants not 
only experienced a decline in their land 
ownership but the land cultivated by them 
declined even more sharply between 
1981-97. For middle sized peasants, it has 
increa.sed. The rich peasants increaised their 
cultivated land, while the large peasants 
experienced a decline for the same perkxl. 

In Village 2 during 1981-97 (as shown 
in Table 4) the small peasants experienced 
a decline in the land under cultivation; the 
land of middle peasants also decreased but 
at a smaller rate. Land cultivated by rich 
peasants, on the other hand, increased 
sharply, while the large peasants experi¬ 
enced a slight percentage decline of their 
land under cultivation during the same 
period. 

In short, the rich peasants have strength¬ 
ened their land holdings by bringing more 
land into cultivation by purchasing or 
leasing in land. Small peasants meanwhile 
have experienced a decline in their land 


ownership and also a further decline in the 
area cultivated by them. 

in 

Tenancy and New Technology 

Here we focus on the impact of the mw 
technology on tenancy in both villages. 
Even when land concentration remains 
unchanged, various factors like rapid 
spread of groundwater irrigation by pri¬ 
vate landholders, utte of capital intemtive 
inputs and improved machinery tend to 
favour large operational holdings. The 
households having small holdings leases 
out land to larger better endowed culti¬ 
vators (Vaidyunaihan 1994}. We also 
find a trend where the rich peasants who 
already have substantial holdings of 
land, also try to lease in land from small 
peasants and increase the land they 
cultivate. The small pcu.sants lease out 
land in Village 1, not bixuuse it is inferior 
in quality but because they simply have 
little means to cultivate it themselves. 
This trend is greater in Village 1 than in 
Village 2. 


TAkU!4-. Ct'UiVAiku Lanokik .Sample HoustaioLus 1981-97 



Village 1 

Village 2 


1 uind Size (acre.;) 1981 

1997 

Change 1981 !997 Change 

0-5.00 14.7 

9.1 

-5.6 7.3 6.9 

-0.4 

5.01-10.00 24.4 

25.5 

■Pl.l 18.4 I7.I 

-1.3 

1001-1.5.00 21.1 

27.5 

+6.4 18.5 20.7 

+2.2 

15.00 and above 39.8 

36.9 

-2.9 55.8 55.3 

-0.5 

Total 100.00 

100.0 

UXl.OO 100.00 


Source: Fieldwork by the author. 




Taiu.k 3: Kca<k«v.s ior Chance in LANroKSJMNO 




(Per cent of respondents) 

Village 1 


Village 2 


Small peasants 


Small peasants 


No change 

43.8 

No change 

52.4 

Decline due to 


Decline due to 


Family division 

18.2 

Family division 

19 

Sale to meet consumption needs 


Sale to meet consumption needs 


and medicine 

27.3 

and medicine 

14.3 

Leasing nut to rich 

10.7 

Unable to lease in 

14.3 

Middle size peasants 


Middle size peasants 


No change 

Svr 

No change 

58.4 

Decline due to 


Decline due tu 


Family division 

18 

Family division, 

20.6 

Unable to lease in land 

12 

Sale to meet consumption needs 


Increase ihrougl) purchase of land 

20 

and medicine 

10.5 

Rich peasants 


Leased land reclaimed hy owners 

10 5 

No change 

56.7 

Rich peasants 


Decline due to family division 

11.3 

No change 

57 8 

Increase due to 


Decline due to 


Leasing in 

11.3 

family division 

11.7 

Purchase 20.7 


Leased land reclaimed hy owners 

14.5 

Iju-ge peasants 


Increase due to purchase 

IS 

No change 

66.7 

i.arge peasants 


Decline due to family division 

21.1 

No change 

56.5 

Increase due tu leasing in 

21.2 

Decline due to 




Family divi.sion 

12.7 



Sale 

17.7 



Leasing out 

I'Ll 


Source-. Fieldwork by author. 
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However, tenancy is not so important 
in our sample villages and over 2 per cent 
of land is cultivate on lease in Village I 
and about 1 per cent of the total land 
is cultivated on lease by the sample 
households of Village 2. In both villages 
leasing takes the form of share cropping, 
where the costs of new inputs are shared 
equally and the produce is also divided 
equally. 

There has been resumption of land for 
self-cultivation by landlords or more 
likely by the rich peasants who both 
cultivated and rented out land. The decline 
of operated area further worsened the con¬ 
dition of the rural poor. Bardhan notes, 
‘‘irre.spectivc of wither or not the pro¬ 
portion of rural households owning little 
or no land has declined, the significant fact 
is that the traditional means of their viable 
self-employment, through leasing in 
supplementary land from large owners, 
was now withdrawn or much less avail¬ 
able to them” [Bardhan 1977, quoted in 
Byres 1981:430]. 

Both resumption and tenant-switching 
isextremely important, as it helps to explain 
the worsening distribution of operated area. 
Renting out by the poor peasants to the 
rich peasants has speeded the process of 
differentiation brought in by the ‘new 
technology’: “a more significant pheno¬ 
menon than outright eviction...is a change 
in the composition of tenants or lessees... 
Many of the small landowners seem to 
have...lca.sed out to the growing class of 
farmer-entrcpreneurs-eilhcrbecau.se their 
land base became too little for viability 
as a result of the withdrawal of the tra¬ 
ditionally available land use rights and 
because their resource disadvantage pre¬ 
vented a raising of yield of their own petty 
iioldings...or because of the increasing 
demand for wage labour [Rao 197S, quoted 
in Byres 1981:430]. 

The percentage of persons dependent on 
land is less in Village 1 which is located 
in the vicinity of the town, and other rural 
poor have some alternative means of I i veli- 
htxxl, i c, selling fruits, pulling cycle 
rickshaws, sugarmill or cottage industries, 
than in remote village (as Village 2) where 
rural poor do not have any alternative 
means of livelihood. 

In our sample households, the owner¬ 
ship of mechanical inputs like tractors, 
threshers and tubcwells and oil engines is 
a virtual monopoly of well-to-do rural 
classes. They hire out modem i nputs, which 
means that the use of machinery is more 
widespread. We find that nearly all middle 
and small peasants who do not own 
machinery hire in tractors for ploughing 
and transport and also tubcwells for irri¬ 
gation from wcll-io-do peasants. The use 
of machinery m agriculture is the result 


of the development of capitalist tenden¬ 
cies and production is targeted for market 
[Patnaik 1987:96], 

The small peasant may be leasing in land 
because his own land is insufficient for 
subsistence requirement. He generally has 
underemployed family labour in relation 
to owned land. The rich peasants may be 
leasing in land to expand already substan¬ 
tial owned area to achieve a larger scale 
of production. They u.se hired labour in. 
excess of family labour on the entire 
operated holding. Here both groups of 
peasants are part-time tenants. However, 
for small peasants rent is out of surplus 
generated by the producers’ own labour, 
while in the case of rich peasants rent is 
out of the surplus generate primarily by 
hired labour. Thus, it indicates that the 
former is exploited (hiring out labour on 
balance) while the latter group exploits 
(hiring in labour on the balance). 

The poverty and unemployment which 
often afflict small peasants push them into 
an unequal relationship with the landlords 
[K Siddiqui 1998]. The poor households 
depend on the rich household.*: for hiring 
water, tractors, ’trolts’ and other resources. 
They arc often harassed and they arc not 
allowed to take full benefit of government 
programmes aimed at them due to the 
nexus between the local government of¬ 
ficials and rural rich [Singh 1992]. The 
poor in Village 2, for example, do not have 
any alternative means of livelihood, ex¬ 
cept working on the land of rural rich. The 
remoteness of the village further handi¬ 
caps them from going daily to work in the 
non-agrarian sectors, unlike their counter¬ 
parts of Village 1 in the vicinity of the city. 
Tenancy is in decline because the tradi¬ 
tional leasers, the big landholders, now 
tind it more profitable to cultivate land 
with hired labour. As agricultural produc¬ 
tivity has risen quite significantly in the 
case of sugarcane crops, the owners would 
like to lake advantage of this, rather than 
share the produce with lessees. 

In Village 1 in 1981 poor peasants lea.sed 
in only small quantities of land, while they 
were unable to lease in any land in 1997 
(Table 5). The middle peasants lea.<icd in 
land in 1981 but failed to keep it in 1997. 
Rich peasants leased-in in 1981 and were 


able to raise it in 1997. The large peasants 
also leased in land in 1981, which in¬ 
creased in 1997. In short, the leased in land 
in 1997 was all by rich and large peasanu 
and none by middle and small peasants. 
On the question of leasing out land, we 
find, that small peasants increased the 
amount of iand they leased out between 
1981 and 1997. Hie middle peasants did 
not lease out any land in 1981, but titty 
did in 1997. The rich and large peasants 
did not lease out any portion of their land 
either in 1981 or in 1997. In short, al¬ 
though a smaller portion of iand is being 
leased out in 1997, all the leased out land 
wa.s from the small and middle peasants 
and none Bom the rich and large peasants. 
In Village 1 not only the small peasants 
but even certain middle peasants are find¬ 
ing it difficult to cultivate and find no 
solution other than leasing out land to the 
large landowners. The expansion of new 
technology has made the lca.se market 
more competitive and the small peasants, 
who do not pos.sess new technology, have 
lost to rich peasants. 

In Village 2, where the new technology 
was introduced later and commeFciaiisation 
is less, tenancy levels and reiatioaships are 
different and the lease market is less 
competitive than in Village 1. Regarding 
the leasing in of land in Village 2, the 
amount of land leased in by the small 
peasants slightly increa.scd between 1981 
and 1997. The middle peasants experi¬ 
enced a decline during the same period. 
The rich and large peasants did not lease 
in any land in 1981 or in 1997. In Village 2, 
we find that the trends in leasing out land 
are a bit different than in Village 1. In 
1981, in Village 2 none of the small 
peasants leased out land, but they did in 
1997. The middle peasants did not lease 
out any land in 1981 or in 1997. The rich 
peasants did lease out in 1981, but not in 
1997. The decline was drastic in the case 
of large peasants during this period. It was 
reported to us that this was mainly due to 
the increased profitability of land and 
commercialisation in 1990s when the lease 
market became more competitive and the 
large peasants found it more profitable to 
cultivate their land themselves with the 
help of ’new technology’. 


Tabi£ 5:1.^0 Leased by Sample Househixjw 1981-97 

{Acres) 


l,and Size 
(acres) 


Village 1 



Villase 2 


Leased In 

Leased Out_ 

_Leased In_ 

Leased Out_ 

1981 

1997 

1981 

1997 

1981 

1997 

« 

1981 

1997 

0-5.00 

0.5 

0.0 

2.7 

6.5 

1.8 

2.0 

0.0 

1.6 

S.Ol-IO.OO 

1.0 

0.0 

0.0 

0.8 

2.7 

1.0 

0.0 

0.0 

0.01-15.00 

2.0 

2.5 

0.0 

0.0 

0.0 

0.0 

3.0 

0.0 

(5.01 and above 

2.0 

3.3 

0.0 

0.0 

0.0 

0.0 

12.0 

2.7 

Total 

5.5 

5.8 

2.7 

6.5 

4.5 

3.0 

15.0 

4.3 


Source: Fieldwork by the author. 
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In Viua^ z. tnere was another consider¬ 
ation behind leasing. Large cultivators 
depend on t^ricoltural labourers for vari¬ 
ous agricultural (iterations.We were told 
by a respondent that "during the peak 
seasons Aere is an acute labour demand 
as certain operations need to be completed 
in a short time. Leasing out land to the 
smaller cultivators gives landowners an 
assured labour supply during the peak 
seasons. The labourer could be perma- 
nentlyemployedoronly asked to do certain 
jobs during the peak season”. Here the 
landlord’s main interests arc not in leasing 
the land but in getting a secured supply 
of labour. He uses a tiny plot of land to 
control the labour supply in Village 2. But 
such examples were not observed in 
Village I. 

In Village 1, large landholders had lea.scd 
in land from small holders with a view to 
extending their cultivated area. The pro¬ 
portion of land under tenancy has decii ned 
during the last two decades since the 
introduction of "new technology' in both 
villages. Until the 1970s, tenancy rela¬ 
tions, especially a sharecropping .system, 
were the predominant production relations 
in Village 2. But sharecropping was based 
on verbal contract and often lasted not 
more than two to three years for one tenant. 
Landowners often leased out land not to 
one tenant but to several and rotated it as 
well. It was done so that the tenants could 
not establish a claim to the land. But us 
more modem inputs began to flow in and 
cultivation of cash crops increaiicd from 
the late 198Us in Village 2, the large land- 
owners began taking back rented-out land 
f rom their tenants. The land under tenancy 
has declined consistently since then, in¬ 
dicating the resumption of cultivation of 
their land by the formu- landloids. This 
has then been cultivated under their own 
supervision with the help of wage 
labourers. The increase in the acreage of 
cultivated land belonging to the rich 
peasants during the last decade has con¬ 
firmed this trend in Village 2. Earlier, 
more land was under mortgage since 
usurious capital played a more crucial role 
in the economic life of the village. The 
predominance of this type of mortgage 
arrangement has dropped significantly in 
Village 1 over the last two decades or .so, 
but still persists in both villages. 

We found in both villages that the amount 
of land leased out and leased in is irtsigni- 
ficant. In the period 1981-97 in Village 1 
the propoition of land leased out by the 
poor households has increased, whereas 
no land was leased out by the rich peas¬ 
ants. On the other hand, we find that in 
1981, a .small amount of land was leased 
in by poor households but that had dis- 
aopeared by 1997. When data for the last 


10 years is analysed and the households 
desegregated into various landholding 
sizes, it indicates certain trends. Most of 
the land iea.<ied nut in 1997 was by the 
small and middle land size, while all the 
land leased in was by the rich and large 
peasants. The rich households increased 
the amount of land they lease in during 
the same penod. There were no rich and 
large peasants leasing out land to poor 
households even to ensure a .secure labour 
supply during the peak season in Village 1. 
Rich peasants usually secure their labour 
supply by advancing rent free loans to 
workers. 

In Village 2. leasing land is of little 
importance in 1997. Here ptH>r house¬ 
holds are leasing out land but in a much 
smaller proportion than in Village 1. Also 
large peasant households are leasing out 
smaller amounts of land to secure their 
labour supply. Tliey call this ‘control over 
labour*. Here the data of 1981-97 indi¬ 
cates that the amount of land leased out 
by the rich hou.seholds has declined con¬ 
siderably. During the 1970s, leasing out 
of land by the rich households was a vciy 
common practice in the village. Tenancy 
was based on oral agreement and the 
landlord took an interest in what crops the 
tenants were going to cultivate. The pro¬ 
duct was shared 50:50 and cost of modern 
inputs like fertilisers and water was shared 
in the ca.se of cash crops, but this practice 
was not pbscrs'cd in the case of kharif 
crops.’’ 

In both villages the poor arc losing out 
to rich peasants and are unable to compete 
with new technology. One small peas¬ 
ant told us that he felt “helpless" and 
found that “bio-chemical and mechanical 
technologies are complementary”. In 
Village I, the pour households have lost 
even the basic uwls of cultivation like 
traditional ploughs or bullocks. It is prof¬ 
itable to cultivate HYV seeds, which have 
a higher market value and productivity but 
they require deep tractor ploughing and 
chemical fertili.sers, pesticides and water. 
And also less ‘common land’ is availabL 
for grazing animals, it has also become 
expensive to keep bullocks, but cheaper 
to hire tractors for ploughing. 

Thus, the rich and large peasants lease 
in land, while the small peasants cultivate 
less than they own in Village I. The 
problem is that the small peasants do not 
have the resources to purcha.se new inputs 
fur lease in land. This indicates that ‘new 
technology’ has been working against the 
small peasants particularly the sharc- 
croppers/tenants. Thus gain for one group 
has been at the cost of another group in 
the village. We find that concentration of 
land in a few hands has increased, while 
other groups have experienced the loss of 


their livelihood [Bhalla 1976]. The new 
technology has accelerated tlw pace of 
land concentration into fewer hands. In 
both villages the ‘new technology’ has 
reduced the amount of land leased out to 
(he small peasants, but this decline has 
been sharper in Village I than Village 2. 
In Village I, where the new technology 
is mure widely spread, the new technology 
is working against the small peasants, who 
now themselves leu.se out land to the rich 
and large peasants. In Village 2 such 
tendencies are less intense and small 
peasants Eire still able to get laud on lease. 
However, in both villages the small (lens- 
ants cultivate less land than they did ten 
years ago and the ‘new technology* has 
worked against them regarding the fX)S- 
sibility of obtaining land for cultivation 
on lca.se."* 

IV 

Distribution of Mechanical Inputs 

Mechanical modem inputs are associ¬ 
ated with the cultivation of HYV seeds. 
The peasant hou.scholds who wen; in a 
position to buy the whole package were 
also those with sufficient land to take 
advantage of emerging economies of scale. 
These households saw an increase in their, 
incomes. B^rcs .summari.scd that the ef¬ 
fects of the new technology on Indian 
pca.santry were: "mediation of class rela¬ 
tions and class interc.sts...That the ‘new 
technology' has hastened the process of 
[class] diffcrcntiaiiun seems beyond doubt, 
in so doing it has accentuated ccrtaincluss- 
in-it.sclf chiinges. It has served to consoli¬ 
date the rich peasantry as a powerful and 
dominant class: the rich peasantty has 
become stronger economically and has 
Uikcn on more of the characteristics of a 
classof capitalist fanners | Byres 1981:4271. 
Here we will analyse the distribution of 
mechanical inputs by the different groups 
of peasants. I'hc (X)s.se.s.siun of mechanical 
inputs has increased in general in both 
villages. We studied the ownership of 
modem inputs by different sections <<f the 
peasantry in both villages f.Sundarayya 
1977]. It seemed likely that the rich and 
large peasants not only povsess more land 
but also a larger proportion of cost ly mecha¬ 
nical inputs, which arc considered vital for 
the cultivation of HYV of caiic. 

As a result of increasing mcchuiiisalion 
marked by the use of tractors, threshers 
and tubcwclls by all sections of pea.santry, 
the traditional means of piiMluction inclu¬ 
ding the agricultural livesUK'k - buffaloes 
and bullocks - have greatly reduced. 
Though the large and rich peasants have 
also faced the replacement of their tradi¬ 
tional means of production by mechanical 
inputs, it is the small pc^asants who have 
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been severely affected by the replace* 
ment.**^ The traditional means of small 
peasants have become redundant because 
the new cane seeds require deep digging 
of the soils and the land has to be prepared 
again shortly after the harvest. Thus, trac* 
tors are considered ideal for it rather than 
traditional plough pulled by a pair of 
bullocks or buffaloes and the small and 
middle peasants have to rent in from 
rural rich who po.sses ‘new technology*. 
I found during my .survey that all those 
who do not own the new technology depend 
upon those who own it. They hire in the 
services of tractor-owners, trolley-owners 
(trailers), buggi-owners (Dunlop carts), 
thresher-owners, tubewell-owners, etc."’ 

Tractors and other machinery forms the 
mtst important proportion of the large and 
rich peasants' productive assets. Since 
tractors, trailers and other mechanised 
equipment displace bullock labour (apart 
from human labour) for tillage, threshing, 
weeding and transportation. We Hnd that 
livestock is less imptutant for large and 
rich peasants. We find during our survey 
that in the la.st 10-12 years tractors have 
replaced bullocks in the advanced village 
and the same tendency is found in the less- 
developed village. 

Modem inputs were more commonly 
used in Village 1 but have recently spread 
to Village 2 also. Mechanical inputs in¬ 
clude, tractors, harrows, theshers, 
tubewclls, oil engines, etc. Small peasants 
are far behind the rich and large peasants 
in terms of owning tractors. Similar dif¬ 
ferences could be found in ownership of 
other modern mechanical inputs like 
harrows, thrashers and so on (Tabic 6). 
Moreover, all these mechanical inputs are 
closely associated with tractors and in the 
absence of a tractor these inputs cannot 
function independently. Tractors are the 
most expensive mechanical input (Saith 
and Tanka 1972]. 

In Village 1 between 1981-97, for the 
small peasants the ownership of tractors 


declined, while that of hatrows increased, 
and for threshers remains zero for both 
periods. For middle peasants, tractors and 
harrow ownership increased, while 
thrashes owned remained zero. For rich 
peasants all these items increased sharply 
and for laige peasants these mechanic^ 
inputs declined for the same period. 

HYV ofcane requires increas^ amounts 
of water, on a regular basis, every few 
days. Any delay might undermine the 
growth of the cane plants and may result 
in bad harvest and thus loss for the peas¬ 
ants. This means that irrigation pumps 
with oil engines and tubewells are very 
impoitant because canal water is often 
irregular. In Village 1, the total number 
of oil engines and tubewells were 11 and 
15 respectively in 1981, which rose to 20 
and 35 in 1997. However, small peasants 
experienced a decline in ownership of 
both irrigation inputs, while middle peas¬ 
ants improved their share of ownership of 
both oil engines and tubewells. Rich 
peasants improved their share rapidly, but 
large peasants experienced a decline in the 
percentage ownership of both oil engines 
and tubewells during the same period 
possibly due todiversion of re.sources to 
other profitable activities (Table 6). 

Small peasants own insignificant me¬ 
chanical inputs including tubewells and 
oil engines. Not ail land is located near 
canals and the canals arc often dry. There¬ 
fore, tubewells are becoming an increas¬ 
ingly important source of controlled irri¬ 
gation. New seeds of cane require several 
times more water than traditional variet¬ 
ies. The most important item, namely water, 
required for new seeds is not possessed 
by small peasants. These households 
cultivate modem varieties of seeds by 
hiring water and other mechanical inputs 
from rich and large peasants. The middle 
peasants are in a comparatively better 
situation and some of them even own 
modem mechanical inputs. However, large 
quantities of mechanical inputs are con¬ 


centrated in the hands of rich and large 
peasants in Village 1. 

In Village 2, between 1981-97,thesmall 
peasants did not own any mechanical 
inputs, the middle peasants improved their 
position. The rich peasants improved their 
ownership more sharply, while the large 
peasants experienced a decline. 

The non-possession of mechanical in¬ 
puts by the smaller and also often by the 
poor middle peasants puts them at a 
considerable disadvantage with regard to 
soil preparation, irrigation and trans¬ 
portation of their produce. For example, 
a respondent told us that although he 
has abundant family labour resources, he 
could not compensate for the disadvant¬ 
ages of not having mechanical inputs. 
According to him, agriculture is becoming 
more capital-intensive and capital re- 
.sources dominate rather than labour. 

Tractors take less time to prepare the 
land, plough deeper and sow more inten¬ 
sively. Cane land preparation requires at 
least 5-6 ploughings before it is ilnally 
ready for planting the cane. The poor have 
to wait until the rich households who own 
the tractors have finished ploughing their 
own land. But any delay could affect yields. 
The poor often hire a plough for 3-4 soil 
turnings although rich peasants plough 
their own land 5-6 times on average. The 
right timing and right proportions in 
ploughing, weeding and irrigation are very 
important in order to obtain good yields. 
Differences in access to modern inputs 
have led to differential impact of cropping 
intensities and yields per acre. 

In the region the supply of electricity is 
irregular and therefore oil engines play a 
crucial role in irrigation. In Village 2, the 
number of oil engines and tubewells were 
17 and 0 in 1981, which rose to 22 and 
28 re.spectively in 1997. However not all 
households experienced an increase. As 
shown in Table 6, for small peasants, 
ownership of oil engines declined, but 
ro.se for tubewells. whereas for middle 


Tabli': 6; MnoEKN Inputs Ownkd by Sample Huuseikxjis 1981-97 


(Per cent) 


Land Size (ai'ics) 

Ti actor 


Harrow 

Thresher 

Oil Engine 

Tubewell 


19X1 

1997 

1981 

1997 

1981 

1997 

1981 

1997 

1981 

1997 

Village I 

0-5.00 

5.5 

4.2 

on 

4.0 

0.0 

0.0 

16.6 

10.3 

6.6 

3.5 

5.01 10.(X) 

11.1 

15.0 

16./ 

17.3 

0.0 

0.0 

16.7 

2.3.1 

10.4 

119 

10.01-15.00 

33.4 

37.5 

33.4 

35.5 

60.7 

64.0 

0.0 

30.8 

35.0 

42.4 

15.01 and above 

50.0 

43.3 

50.0 

43.2 

.39.3 

36.0 

66.7 

35.8 

48.0 

42.4 

Total 

t(H) 00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.0 

100.00 

Village 2 

0-5.00 

0.0 

0.0 

0.0 

0.0 

00 

0.0 

95 

8.6 

0.0 

7.1 

5.01-10.0 

5.0 

6.1 

5.0 

6.1 

0.0 

0.0 

13.8 

18.4 

0.0 

21.4 

10.01-15.00 

25.0 

33.3 

25.0 

33.3 

23.3 

30.8 

22.8 

30.0 

0.0 

25.1 

15.01 and above 

70.0 

60.0 

70.0 

60.0 

76.7 

69.2 

53.9 

43.0 

0.0 

46.4 

Toni 

- 

100.00 

100.00 

100.00 

100.00 

100 00 

100.00 

100.00 

100.00 

0.0 

100.00 


Source: Fieldwort by the author. 
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peasants bodi items rose. The rich expe¬ 
rienced a rapid increase in both irrigation 
items. The la^e peasants experienced a 
decline in their possession of oil engines 
but a sharp increase in tubewells. These 
pumps are vital in order to cultivate new 
cane varieties. It enables peasants tocontrol 
water supply. In this part of the district, 
the sui^ly of electricity is unreliable and 
so is the canal water supply. Under .such 
circumstences, oil engines play a crucial 
role in water supply. These are usually 
owned by the rich and large peasants. 
When we compare the total number of 
irrigation pumps of the sample house¬ 
holds in Villages 1 and 2, we find that 
Village I had more pumps in 1997 than 
Village 2 even though it also has canal 
irrigation water. 

In our fieldwork we found, after talking 
with the peasants in both villages, that the 
bio-chemical and mechanical components 
of the new technology arc closely linked 
in these sugarcuue producing villages. They 
are complementary inputs which need to 
be brought together to maximise the pro¬ 
duction of cane. Partial adoption is re¬ 
flected in a reduction of realised potential. 
These mechanical components are trac¬ 
tors, threshing machines, planting e()uip- 
mcnt, harvesters, tubewells for irrigation, 
etc. They require a.substantial capital outlay 
as initial investment and large areas of 
land so that their cost of utilisation is 
reduced to a minimum in relation to the 
return in output for each unit purcha.sed. 

Wcal.sodisctiss the ownershipby sample 
householdsof traditional agricultural tends. 
In Village 1, the total number of buggis 
and ploughs of sample households were 
.^9 and 54 in 1981, which declined to .50 
and 10 respectively in '«97. For small 
peasants both items dei..i!icit. while the 
middle improved the percentage of buggis. 
but declined for ploughs. The rich im¬ 
proved ownership of both and the large 
improved for buggi.s but declined for 
ploughs during the same period (Table 7). 
in Village 2, the total number of buggis 
and plough.s of sample households were 
57 and 68 in 1981, which declined to 53 
and 63 respectively in 1997. However, not 
all sample households experienced a 
decline. The small pca.sants experienced 
a decline in both, middle peasants in¬ 
creased ownership of btiih items. The rich 
increased ownership of buggis, but de¬ 
clined for ploughs and the large peasants 
declined for buggis, but slightly improved 
for ploughs during the same period. 

Most of the small peasants have no 
modem agricultural tools and they do not 
have traditional tools like oxen or ploughs 
any more. This means that they are com¬ 
pletely dependent on the large peasants for 
ploughing their fields. Large peasants 


prefer to plough smaller peasants’ land 
when they are less occufned with their 
own. When we enquired why small peas¬ 
ants do not have bullocks any more, the 
answer wa,s, “to maintain bullocks for a 
tiny plot holder is very expensive as they 
need fodder, which is scarce and must be 
given mainly to the buffaloes whose milk 
is sold". 

The number of buggis, used to transport 
agricultural produce, owned by small 
peasants, has declined among our sample 
households. The reason seems to be that 
it is expensive to maintain oxen and the 
prices of buggis has increased sharply in 
recent years. Among the rich and large 
peasants it has declined, hut slowly and 
moreover, this has been compensated by 
the ownership of more trolis. Ownership 
of modem transportation is also generally 
concentrated in rich households. In fact, 
small peasants who do not own buggis are 
hiring in from others. Buggis, which are 
expensive, arc bought in the town. They 
have rubber lyres. Earlier they had wooden 
wheels and were made by village carpen¬ 
ters and blacksmiths. They are very im¬ 
portant for transporting fcxlder, harve.sl 
produce and various agricultural pnxlucis 
to markets. A few small peasants do not 
possess buggis. They are essential for those 
who do not have tractor’.s troli. Middle and 
rich peasants own most of the buggis. Rich 
peasants mainly rely on using tractors to 
transport their goods. However, the pixir 
have experienced the loss of all their basic 
tools and become totally dependent on 
rich households to transport their produce 
to the markets. 

Wc also collected data on the moiori.sed 
vehicles pos.sc.ssed by the sample house¬ 
holds. In 1981-97, in Village 1, no small 
and middle peasants owned such vehicles. 
The rich peasants owned one sccKUer in 
1981, which incrca.sed to three scooters 
in 1997. The large peasants owned a .si ootcr 
and a jeep in 1981. which increased to five 
scooters, two jeeps and one bus in 1997. 
In VilKage 2, in 1981-97. .small and middle 
peasants did not own any motori.scd 
vehicle. The rich did not own any in 1981, 
but owned two motorcycles in 1997. The 
large peasants owned a motor cycle and 
a jeep in 1981, which increased to three 


motor cycles, two jeep.s and one minibus 
in 1997. 

Hh! rich and large peasants have in¬ 
creased their ownership of modem inputs 
and also of othet atisets such as jeeps and 
buses. The small and middle peasants do 
not possess any motorised vehicles. Hence 
they are dependent on the rich and ]ai;ge 
peasants not only for wages but even to 
transport their produce. The richer house¬ 
holds virtually monopolise die ownership 
of modem implements. The share of 
mechanical inputs increases with higher 
sizes of landholdings. Ownership of as¬ 
sets allied t<t agricultural activities such 
as transport and small industry is limited 
to only a few households with large lund- 
holding.s. Tubewells provide greater con¬ 
trol over supply of water, and are al.so 
largely monopolised by rich and large 
pea.sants while smalt peasants own an 
insignificant percentage of these as.sets in 
our sample households in both villages. 

V 

Distributiim of Livestock 

Despite the fact that land is the must 
important means of production in agricul¬ 
ture, it needs animals, mechanical inputs, 
capital and t>ther assets. The number of 
draught «inimals (btiiltKks) has declined 
in both villages. They arc more important 
for poor households who possess almost 
no tractors. We found in Village I that 
almost no one possesses draught animtils, 
hut in Village 2. despite the overall decline 
in ownership, the small .and middle peas¬ 
ants do possess draught animals, rhere 
has been an overall decline in the average 
number of draught animals per household 
in both villages. However, in the case of 
the rich and large peasants, the loss has 
been compensated by mechanical inputs, 
while this has not btren the case for the 
small peasants in Village I. There has 
been a tremendous economic pressure on 
them to sell their animals due to decline 
in availability of common land. I'he extent 
of ‘distress selling* of draught animals 
among the Nttlom groups was higher in 
Village 1. In Village 2 where the avail¬ 
ability of pasture land is greater, they 
continue to pussessdraughl animals. Alxiul 


Tahu: 7: TRAi>iTi<i.NAt iNnrrsOwNiuBY SamisxIIoii.simolos IVKI ')7 

(/Vr ccM) 


Land Size 
(acres) 


Villaae 1 



Villain- 2 


Burr! 

PloURh 

Hi 

m .-.- . 

199/ 

Floiigh 

lORt 

1997 

1981 

1997 

1981 

1981 

1997 

0-5.00 

27.0 

20.0 

33.3 

6 0 

26..t 

24 .S 

30 8 

28.5 

5.01-10.00 

33.9 

38.0 

44.5 

40.0 

33.3 

3S 8 

33.8 

38.1 

0.01-15.00 

23.8 

24,0 

11.1 

44,0 

14.0 

15.1 

13.2 

11.1 

15.01 and above 

IS.-t 

18.0 

111 

10.0 

26.4 

24.6 

22 1 

22.3 

Total 

100.00 

100.00 

1IX).00 

IW) 00 

KHMM) 

KKl.tM) 

KKl.tX) 

HKl.OO 


Source: Fieldwork by the aathor. 


Economic and Political Weekly December 25, 1999 


A-147 



(wo-Uiiras ot our Mnaii peasani tespon- 
(tenls told us that they did not know how 
long they would be able to withstand the 
pressure and that it became mure and more 
expensive for them to maintain the ani> 
mats. Earlier their animals largely de¬ 
pended on the common pasture but now 
that fewer such lands arc less available, 
the poor households need to buy fodder 
foi their animals which i.s very expen¬ 
sive.^* 

Buffaloes are imtxMtant animals pos¬ 
sessed by households. Mate buffaloes 
are u.sed to draw buggis. Female buffaloes 
are kept for milk. In both villages, poor 
and middle households generally sell 
milk. But selling milk is more common 
in Village 2, as gujars have traditionally 
maintained large number of milch ani¬ 
mals. The practice has declined recently 
as the area under pasture has declined. 
However, in both villages middle pca.sants 
have recently taken up selling milk. The 
reason for this is that they have land on 
which to grow fodder, and under new 
circumstances, land is needed to feed the 
animals. About leasing land in Village 2, 
a respondent from the middle peasant told 
us that the leasing in market became more 
difficult for him and so he put more re¬ 
sources into buffaloes and started selling 
milk to supplement his income. 

In Village 2 agriculture combined with 
raising livestock used to be prevalent 
especially among the poor sections. The 
extent of the livestock component of 
farming declines as one moves from 
Village 2 to Village I. This is partly indi¬ 
cated by the number of cattle and other 
livestock such as goat and sheep sustained 
by the village common property resources. 
Animal rearing is not only largely a pasture 
based enterprise but the bulk of the graz¬ 
ing takes place on village common land. 
Moreover, households with no land could 
graze as many animals as the households 
with land. The |)rc.sence of vast areas ot 
common land for grazing ensured unre- 
.stricted mobility of livestock. But as agri¬ 
culture became more profitable due to 
increased irrigation water availability and 
HYV seeds, the households who had 
capital resources invested them in acquir¬ 
ing more land. This resulted in a decline 
in the common lands of the village. This 
pixK'ess has gone further in Village I. In 
Village 2, it has started but a large amount 
of common and forest land is still avail¬ 
able. 

The manner in which the ‘new technol¬ 
ogy’ and con.solidation of land has oc¬ 
curred in Village 1, has caused the transfer 
of the bulk of grazing land into private 
ownership for cultivation and dismantled 
the traditional arrangements, litis was an 
importartt process which has affected the 


status atiu usage oi cuiiuiiun piupeity. 
The post-harvest season during which 
anyone could freely graze (lis animals 
ended nearly two decades ago in Village 1. 
It is still prevalent in Village 2, although 
it is in decline. When the common land 
in Village I was extensively privatised, 
forest and permanent pastures, which were 
small began to face decline. A ’kisan sabha’ 
member told us, 'The local influential 
peasants with the help of 'lekhpaP [vil¬ 
lage official who keeps land record] 
managed to privatise them by various legal, 
qua.si-legal and illegal means. Ponds and 
village tanks were part of the important 
common village resources. With increased 
privatisation and profitability of farming, 
this land has been largely encroached on 
by the village ’powerful men’, and the 
proportion of grazing land has declined.” 

It is important to analyse trends in the 
posse.ssion of cattle by households. Table R 
shows the ownership of cattle, mainly 
bullocks, buffaloes and cows, llie new 
breed of buffaloes, which are more expen¬ 
sive, are generally possessed by the rich 
and large peasants rather than small peas¬ 
ants. For small peasants it is expensive to 
keep and maintain new breeds because 
they require fresh green gra.s.s or fodder 
and grain, which is beyond the reach of 
the small peasants. In short, we find the 
new breed buffaloes have increased milk 
production for the rich and large peasants, 
while small peasants were unable to do 
so, and thus their milk production and 
even the number of ‘dcsi’ (traditional 
varieties) buffaloes declined [Sinha 1986]. 

In Village I, the total number of bul¬ 
locks, buffaloes, and cows were 64, 179 
and 75 in 1981. which ha.s declined to 8, 
169 and 54 respectively in 1997.The small 
peasants experienced a decline, the middle 
peasants increa.sed ownership of bullocks, 
declined in buffaloes and experienced a 
slight increase in cows. The rich and large 
peasants declined in bullocks, buffaloes 
and cows (Table 8). 


groups due to arrival ^ more modem 
breeds of cattle which give more milk and 
are also expensive. New varieties of milk 
cattle such as the Jersey cow produce more 
milkand need more fodder and com, which 
onl/the rich are able to afford. Even if 
poor households ate somehow able to buy 
them, they are unable to maintain them in 
the long run. We did not take goats and 
chicken into account. I^gs ate raised by 
a few untouchable households, namely 
‘bhangis’ (sweeper, untouchable Hindu 
castes), but we did not interview them as 
they did not own any land and thus were 
not included in our sample. All the jats 
told us that they consider it is ‘below 
them’ to keep pigs and chickens. 

In Village 2, goats and chicken are 
usually possessed by small and middle 
peasants. They are used not only for 
consumption but are also sold in the local 
market. The rich households keep chicken 
but in lesser numbers apd they do not 
keep goats. Chicken are kept for con¬ 
sumption rather than as a source of income 
by the rich. We find lower Hindu ca.stes 
keeping goats and chicken, but not higher 
castes. All brahmins told us that they 
consider that keeping goats and chicken 
towers their status in the caste and com¬ 
munity. 

In Village 2, the total number of bul¬ 
locks, buffaloes and cows were 137,154 
and 89 in 1981, which declined to 78,142 
and 67 respectively in 1997. The small 
peasants declined in ownership of all 
species, the middle peasants improved in 
bullocks and buffaloes, but declined in 
cows. The rich declined in bullocks and 
buffaloes but increased in cows, the large 
declined in bullocks but increased in 
buffaloes and cows for the same period 
(Table 8). 

In short, in both villages the number of 
cattle have declined but the small peasants 
experienced greater loss than rich and large 
peasants. Commercialisation has cncour- 


Tabup 8; Cattle Owned Bv Samke Households 1981-97 

iPer cent) 



Bullock 

Buffalo 


Cow 

Land Size (aces) 

1981 

1997 

Change 

1981 

1997 

Change 

Village 1 

()-.S.OO 

18.7 

0.0 

20.0 

19.0 

21.5 

19.7 

.S.OI-10.00 

29.7 

85.0 

29.6 

32.7 

3t.0 

31.8 

10.01-I.S.(X) 

32.8 

ts.o 

25.7 

25.6 

29.2 

27.5 

IS.OO-above 

18.8 

0.0 

24.7 

22.7 

18.3 

21.0 

Total 

lUO.OO 

100.00 

100.00 

100.00 

100.0 

100.00 

Village 3 

0-.S.00 

20.3 

18.6 

20.0 

19. t 

23.4 

19.4 

.S.Ol-10.00 

26.5 

44.1 

37.7 

39.3 

34.4 

31.7 

to.oi-is.oo 

20.4 

15.8 

17.5 

16.6 

16.4 

20.0 

I.S.00-abuvc 

32.8 

21.5 

24.8 

25.0 

25.8 

28.9 

Total 

100.00 

100.00 

100.00 

100.00 

100.0 

100.00 


Source' Field work by the author. 


A-148 


Economic and Political Weekly December 25, 1999 



aged peasants to discard unproductive 
animals. Livestock has become less im¬ 
portant as tractors have replaced bullocks 
and stell feeding is on the increase. This 
has led to a drastic reduction in the amount 
of animal waste or cowdung. which was 
earlier a very important source not only 
of energy but also of fertiliser. The changes 
have had important income redistributive 
consequences in the village. A shift to¬ 
wards livestock with stall-feeding based 
on private resources favours those who 
own land. The poor who had advantages 
under the common grazing land system 
are likely to lose in competition. 

It is not only the number but also the 
quality of animals which are different. 
Poor households usually have thinner and 
shorter animals which produce less milk 
per animal compared to rich households. 
Questions were asked about the general 
health of the animals and ob.servations of 
the animals were made. Normally peas¬ 
ants classify animals as 'good*, ‘average* 
or ‘bad*. Fat and modern varieties, which 
often produce more milk were considered 
better and had a higher market price. The 
animals were cross-fertilised by block 
veterinary staff with new varieties. The 
poor households could not afford new 
varieties as they had no capital to buy 
fodder for them. The richer groups have 
sufficient .stocks of fodder and the means 
to buy it in the case of shortage. Concent¬ 
ration of animals is found among the top 
households while the poor are losing out 
in terms of number, in quality and in value 
terms. 

In Village 1 the poor households were 
dependent on tliose who could provide 
them with access to tubewells, tractors, 
and buggi for transportation of their cane 
to the markets. Most of the respondent 
from the small peasants told us that they 
were more dependent on the large peas¬ 
ants than ever before the introduction of 
‘new technology*. In recent times there 
has not been any major conflict between 
small and large peasants. This may be 
related to the fact that almost all small 
peasants in our sample had no bullocks, 
ploughs or buggis which arc necessary 
for cultivation. A bad relationship with 
the neighbouring large landowners could 
lead to delay in the provision of water at 
crucial times, damaging the crops and 
reducing the yields. Thus, those hou.se- 
holds who own neither tractors nor 
tubewells are in a disadvantageous situ¬ 
ation. For tank irrigation, a diesel oil 
engine is needed as we were told that 
nowadays the water level in tanks is at a 
lower level than before and it is not possible 
for labour intensive traditional irrigation 
tools like ‘dekoli* or persian wheels to 
draw the water any more. 


VI 

Condusion 

In conclusion we find that our data do 
notcontradietthe argument that ‘new tech¬ 
nology* brings considerable changes to 
the rural economy. Its spread is not limited 
to large landowners but has reached the 
middle and smaller landowners. Hie de¬ 
gree of use is lower in poor households 
than in richer households. The data show 
that while inequality in the ownership of 
land and wealth in the village has taken 
on new and more complex forms in the 
present period, wide disparity remains the 
predominant feature of land and other 
asset distribution IByres 1981]. There is 
a concentration of ownership of land and 
other productive assets in the villages in 
a small minority of the rich households 
[K Siddiqui 1997]. This exists along with 
increasing relative deprivation of the small 
peasants. 

It seems that the introduction of 'new 
technology* has been instrumental in 
bringing about a deeper penetration of 
capital into agricultural production, but it 
has also intensified the dependence upon 
the market of large number of small 
peasants who get by with consumption 
loans and dependence on hire in mecha¬ 
nical inputs (Harriss 1979:42-56). 

In Village 1 the leasing out of land by 
the large to small peasants has di.sappcarcd 
with the arrival of new technology, while 
in Village 2 it is in decline. New technology 
has made the large landowners into inde¬ 
pendent and profit oriented entrepreneurs 
[Byres 1986). Tlic big landowner has ac¬ 
cess to power through his control of land. 
The small peasants and sharecroppers have 
access to land through landlords and arc 
in an inferior and dependent position.--. 
The increased use of ‘new technology* in 
Village I, has made traditional plough and 
oxen more expensive and almost no one 
possesses them any more. Further, tlic H Y V 
of cane require deep ploughing, which 
could nut be done by a wooden plough. 
In a situation where tractors arc owned by 
only a few, it means the small peasants 
arc completely dependent on rich peasants 
to plough and irrigate their land with ilie 
help of hired in tractors and tubewells. 
Such dependence is not yet observed in 
Village 2. The concentration of ownership 
of farm equipment and irrigation equip¬ 
ment is clearly correlated with farm size. 

Mechanisation has widened the gap 
between the poor and rich. It has created 
increased inequality between owners and 
non-owners. Tubewells and tractors arc 
becoming new sources of power for the 
rural rich. The ‘new technology* is bring¬ 
ing greater differentiation in the rural 
economy.^^ 


The process of land transfer favour rich 
peasants in both villages. Thus, the rich 
peasants control an ever greater propor¬ 
tion of the primary means of production 
and land is an instrument not only to 
maintain but to extend such ownership in 
both villages. Besides land, the most 
expensive inputs are mechanical inputs 
and these are largely concentrated in the 
hands of rich and large pea.sani.s. The same 
groups also posse.ss the greater proportion 
of cattle. TTius, the ‘new technology’, 
which was intrtxiuced into an already 
unequal society, has further increa.sed the 
accumulation of wealth of those groups 
who were already rich and had greater 
access to resource.s. It is in these groups 
that the as.sets are increasingly concen¬ 
trated, while the poiw, in terms of owner¬ 
ship of mechanical inputs, were unable to 
beneHt from new technology. The small 
portion of land .seems to prevent the ptxv 
hou.scholds from reaping the benefits of 
*ncw technology*. 

Am-NDix I; Pii-:i.i)woRK MnwMxtLtXiY 

Data collection: Muzaffamagar was pur- 
posivcly chosen for the study because the 
district was one of the most prominent 
districts in wc.st Uttar Pradesh in relation 
to intrqduction of new technology in 
general and cane cultivation in particular. 
Two vil lages were .selected randomly from 
two different regions of the district: one 
a ‘gate* village also termed an ‘advanced* 
village and the other from the ‘centre’ 
area, i c, ‘Icss-dcvciopcd* village. Both 
villages fiKUs primarily on cane cultiva¬ 
tion. However, other cash crops like wheat 
and rice are al.so cultivated. The popula¬ 
tion of ‘advanced* village (Village 1) is 
5,413 and of ‘less-developed* village 
(Village 2) is 6,065 in 1997. 

This research was conducted during a 
period of residence from October 1991 to 
March 1992 and later on re~vi.sitcd in 1997 
by myself and an assistant Vjjcnder 
Chamoli. We interviewed 120hou.scholds 
from both villages. The households were 
classified on the basis of land and other 
rural a.s.sets into three categories: the small 
peasants (>0-5 acres), the middle (>5-lU 
acres), and rich and large peasants (>I0 
acres). Our classification is based on 
Patnaik*s model (1976;. However, 
Patnaik’s categories of the absentee land¬ 
lords were not included in nur sample. 
And also we did not include landless 
labourers in our study, because we wish 
to study the farming .sy.stem, impact of new 
technology on different .sections of peas¬ 
antry and the use of new cane varieties. 
Tlicreforc, our sample households must 
own and cultivate a certain amount of 
land. From these categories equal number 
of households were selected randomly for 
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interview [see also Patnaik 1987; 
Sundarayya I977J. 

We did our best to win the confidence 
of the respondents and to remove from 
their minds suspicion and doubts about 
ourselves. We also explained the aim of 
our .study to the respondents in clear and 
simple terms and tried to create a friendly 
and cordial atmosphere to extract infor¬ 
mation from them. Interviews were both 
formal and informal. The interview con¬ 
tained sections on household characteris¬ 
tics of the interviewee, land holdings, 
credits, marketing, new inputs, aspects of 
the village economy and polity. Some 
problems were encountered during the 
survey. The rich pea.sant.s were unwilling 
to talk about land, wages, urban property, 
bonded labour, the practice of usuary or 
interest charged on informal credit, ar¬ 
rangements for hiring labour and u.se of 
capital advances or land for getting labour 
supply during the peak period. The small 
peasants fear that any attempt to reinforce 
their rights including providing informa¬ 
tion related to interest rales on informal 
credit, debt, wage rates, etc, will lead to 
retaliation, i e, withdrawal of credit or 
even physical abu.se. Therefore, we de¬ 
cided that only a prolonged stay in the 
village and close familiarity with the 
villagers can overcome these problems. 
Information on the landholding structure 
is based on village ‘khatunis’ (land record) 
and also checked by the ‘kisan sabha’ 
member. 

Reliability of data'. Since most data col¬ 
lected required retrotipeclive recall, their 
reliability must be considered carefully. 
Cross-checking was used by the neighbours 
and old peoples extensively in gathering 
the political and social histories. Addi¬ 
tionally, data on the nature of various 
contract such as labour, tenancy and sur¬ 
plus investment made by the respondent 
were cross checked. 

Appendix 2: Profii.ks of 
Some Sample Housiuiolds 

Mani Ram's is a nuclear family of 
‘chamars’ in Village 1. Chamar is a sub¬ 
group of untouchable. He lived with his 
parents until he married and had a child. 
After that his fatherdivided his land equally 
among his four sons. He also helped Mani 
built a small 'kuchcha' house (built of dry 
mud) nearby. Mani Ram owns 2 acres of 
land but does not own any mechanical 
inputs like tractor, thresher, or tuhewells. 
The household hires in these services from 
others and cultivates HYVs cane. They 
al.so borrowed money (Rs 1,200) from the 
landlords two years ago during the lean 
season to meet medicine and consumption 
needs at 38 per cent interest rates. About 
two years ago the household sold 0..^ acre 


of land to repay their debts. The member 
of the family work 350 labour days (hi 
their land in a year, while they hire out 
SSO labour days in a year working for the 
landlords and in a ‘sulpher’ plant. They 
do not hire in labour at all. The household 
belongs to the category of poor peasants. 

Bhupender Singh’s is a at joint family 
of ISmembersofVillage l.Itown.s7 acres 
of land and posses.ses almo.st all die neces¬ 
sary means of production, except tractor, 
trolley and thresher. The household de¬ 
pends mainly on the family labour of 650 
labour days in a year. But they also hire 
in labour power for 90 days in a year for 
certain activities like tying of sugarcane 
.standing in their fields, harvesting of 
cane, etc. They do nut hire out labour 
at all. He said his fami ly had “saved money 
for the last many years with a hope to 
buy new land. And only recently we 
were able to buy one acre land at the price 
of Rs 1,10,000.” He also told us the price 
of land has increa.sed rapidly in recent 
years because many rich households are 
interested to buy land. This households 
belongs to the category of middle peasant. 

Sanjiv Kumar's is a Jat joint family of 
17 members in Village 1. It owns 14.3 
acres of land and possesses all neccs.sary 
modem means of production. The family 
members work on their own land for 230 
days in a year and hire in labour power 
for 480 days. They do not hire out labour 
poweratall. They possess two large ‘pakka’ 
houses in the village, one exclusively for 
females and the other for male members 
of the family. We were told that two of his 
brother are married but still all live together 
in a joint family becau.se they consider 
unity of household important to maintain 
power and influence in the village. And 
they have no plans to split the household 
in the near future. This household falls 
under the category of rich peasants. 

Dharam Pal’s is a jat joint family of 20 
members of Village 1. It owns 38 acres 
of land and control all necessary means 
of production including tractor, trolley, 
thresher, and two tubewells. The house¬ 
hold also owns a tran.sport bus. The family 
member do not participate in the produc¬ 
tion process except sometimes they oper¬ 
ate the tractor, thresher or tubewells. ITiey 
only supervise and for all major work they 
hire in laoour. They do not hire out labour. 
They hire in 3,90U labour days in a year. 
One member of the household looks after 
the land and another a bus and the third 
worics as a lawyer in Muzaffamagar and 
he is also active memberofBhartiya Janata 
Party. They all live together in a joint 
family, which according to the respondent 
helps them to extend influence and power 
in the area. He says, “more land means 
more power among the ‘biradri* (clan)”. 


They possess two large pakka houses in 
the village and also one in Muzaffamagar 
town, nis household falls under the 
category of large peasants. 

Bed Ram’s is a nuclear chamar family 
ofVillage 2. The household owns only 1.9 
acres of land but does not own any other 
means of production not even a Imilock 
or ’buggi’ (Dunlop cart). The members of 
the family work 310 days in a year oh their 
own land. They do not hire in labour at 
all, while they hire out about 500 labour 
days in a year working for landlords. The 
household is also leasing in land of about 
O.S acre from the same landlord with the 
promise to work on his land. The household 
owns a small kachcha house. It has bor¬ 
rowed Rs 1,700 from the village merchant 
about one year ago, for medicine and food 
at 39 percent intercist rates. The household 
belongs to the category of small peasants. 

Din Mohammed’s is a gujar nuclear 
family ofVillage 2. The household owns 
S.6 acres of land and also two bullocks, 
a buggi and also an oil engine for water 
irrigation, but no tractor or thresher. They 
cultivate HYV cane and often hire tractors 
for deep ploughing. The family members 
work in their own land for 300 days in 
a year but hire in labour power for 100 
days in a year for certain activities like 
preparation of fields and for harvest. They 
posse.ss a buffalo whose milk they sell. 
They do not hire out labour power at all. 
Tiiey own two large kacha houses. The 
hou.sehold belongs to the category of 
middle peasants. 

Daulat Khan’s is a Joint gujar family of 
15 members in Village 2. It owns 14 acres 
of land and possesses all the necessary 
means of production. The family works 
in its own land for about 330 labour days 
in a year and they hire in 470 labour days 
in a year. They do not hire out labour at 
all. They a<so lease in land of one acre, 
where they cultivate HYV of cane. The 
household possesses two large pakka 
houses. The household falls under the 
category of rich peasants. 

Kursheed Jung’s is a joint gujar family 
of 22 members of Village 2. It owns 60 
acres of land and pos.scsses all necessary 
means of production including two trac¬ 
tors and tubewells and a thresher. The 
family members do not participate in agri¬ 
cultural operations. One member of the 
family supervises land and he is also 
‘pradhan’ (elected president) of the 
village and another member manages a 
brick-kiln owned by the family and a third 
looks after a mini-bus. They do not hire 
out labour. They hire in abcnit4,300 labour 
days in a year. The household owns two 
large pakka houses in the village and a 
third in Kandia town. This households 
falls under the category of large peasants. 
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Notes 

[The author thankt Terry Byres and Carry 

Littlejohn who have commented on earlier drafts 

and have offered suggesiions.) 

1 'New technology' refers to the technological 
innovations that have been introduced into 
Indian agriculture since mid-1960s. The strat¬ 
egy which embodied dw 'new technology', 
along with various other measures, would 
supposedly usher in India's green revolution. 
Thtwghoui this article, the recent innova¬ 
tions that have been developed for use in 
agriculture production, both in chemical and 
mechanical, are referred to as the 'new tech¬ 
nology’ rather than the ‘green revolution' [fur 
details see Byres 1972; and also Bytes 
1981:406). Some authors tried to make a 
distinction between bio-chemical and me¬ 
chanical innovations (for example, see Rao 
1975; Chadha 1978). The former compiisc 
the high-yielding varieties (HYVs) of seeds, 
chemical fertilisers, pesticides and water, 
which are seen as a set of complementary 
inputs which must be applied together if the 
potential increase in yields is to he secured. 
Tlie latter con.sists of tractors, tubewells. trail¬ 
ers, harrows, harvesters, etc. 

2 'Bhaichara' reters to a system where the 
management and distribution of land is 
structured by exclusive customs and traditions 
of a particularcommunity. An agrarian .system 
marked by the absence of an intermediary 
between independent peasant proprietors and 
the .slate. The bhaichara .system prevailed 
throughout the jat dominated icgions of 
western Uttar Pradesh [Pradhan 1966; A 
Siddiqui 1973). 

3 The dominance of smaller and medium 
xamindars corresponded to the bhaichara 
system. The region wa.s dominated by 
bhaichara system during the pre-Briti.sh pe¬ 
riod. Due to it the land was less equitable 
distributed among the peasantry in the region 
compared to the zaminduri and 'taluqdari' 
districts of Uttar Pradesh. Although the 
bhaichara was more prevalent in western UP. 
there was no unifonnity in the extent of the 
area covered by it in all district of western 
UP. 'Pattidari' and 'mahalwari' are the terms 
often used indiscriminately to describe the 
agrarian system of Muzaffurnagar in the 
colonial period. About the indiscriminate use 
of categories, Baden-PowcII observed that if 
a peasant was asked in UP about his profes¬ 
sion, he would reply "1 am a poor man. a 
zamindar” |Badcn-Powcll 1972:7). In fact 
if ;i village or a group of villages dominated 
by a single community was divided into 
shares, each share was known as 'mahai 
(also known as mahalwari). It doe.s not 
seem to be different from pattidari, be¬ 
cause in pattidar a village was divided into 
'paltis' and each patti was named after an 
influential person [Pradhan 1966:24). Simi¬ 
larly, in mahalwari village a mahai was named 
after an influential person. Sometimes pattidari 
was used in the same sense as bhaichara [A 
Siddiqui 1973:16). 

4 Pradhan observes the inequalities which had 
developed within the peasant-proprietors of 
the jais of MuzaffamagBr during the beginning 
of the 20th century. This according to him was 
because of commercialisation of agricuiiuie 
in the district (Pradhan 1966:18). 


5 A hnediiaty agent who held land, paid revenue 
to the British government and aaed as an 
intermediary between authorities and the 
cultivators of the soil (Baden-Powell 1972). 

6 It is not appropriate to call cultivators in the 
bhaichara system tenants, since they were not 
obliged to any intermediary between them and 
the state. They had permanent and heieditary 
nghts to the land. The peasant-proprietors in 
the bhaichara villages were known as khudkast. 
The most usual metiMxl of collecting revenue 
was to collect it from the entire village or a 
patti or a mahai by the head of the village 
community. 

7 lats ate the must dominant and vocal political 
group in this region, which has provided a 
strong base to Choran Singh, and after his 
death to his son Ajit Singh | Byres 1988). They 
playedasignificam role in mobilising peasants 
during the agitation of western UP peasants, 
which began in 1986-87 and which was led 
liy Mahcndra Singh Tikail. chief of Bhartiya 
Kisan Union (BKU) The BKU started as a 
class-based agitation involving peasants ot 
different castes such as jals, gujars and rajpuls 
[Singh 1992- chapter v; Hasan 1989) 

8 Gujars are included in the other karkward 
castes (OBC’s) in Uttar Pradesh, but in our 
study village they are a dominant caste. 

9 Sugarcane requires 10 months to reach ina- 
lurily. It is typically harvested around the turn 
of the year. It also requires more fertilisers and 
water than any other cisips |Attwood 1984). 

10 The productivity of irrigated landdificrs from 
that of unirrigated land. The s.inie area can 
be cultivated with a low productivity level »l 
techniques, i c, bullock labour, iradilionul 
seeds, no Icrtiliscrs.tirwilhahigh productivity 

level of technique, i c, HYV seeds, chemical 
fertilisers, tractors and water. Tlic intensity of 
cultivation defending on the extent of capital 
iiivcstment can vary a great deal. The greater 
the variation in techniques aiul methods of 
cultivation over farms the more inaccurate 
docs farm acreage become as an index of the 
scale of production and of class status | Patnaik 
1987). 

11 What is meant by class and by which criteria 
arc classes to be identified at the empirical 
level (Sundarayya 1977). In most cases ii 
.seems h> he taken lor granted that the meaning 
of ‘class' is self-evident. What docs define 
cla.ss status is wlicther the producer exploits 
the labour of others through obtaining profit, 
rent or other means, or whether he is self- 
employed. or whether s\hc is exploited. A 
landowner can belong to any one of several 
dcstinct classes in the Marxist sen.se;hc may 
be a poor peasant or landlord About the only 
thing he cannot lie is a landless labourer: but 
he can be a labour with land. Similarly a tcnaiii 
can be a poor peasant, small peasant, middle 
peasant, nch peasant, or capitalist IPatiiaik 
1987:8). It is the class status of a rural 
household, for ex.'impic, which .specifics the 
objective of its activities - whether it is 
struggling for subsistence, or making surpluses 
- as well as the resource and other constraints 
within which it operates. It follows that wc 
must know hosv economic variables behave 
according to the class status of producers/ 
consumers [Patnaik 1987:18). 

12 Patnaik defines differentiation in icons of 
labour exploitation ciiteria. She argues. By 
'economic differentiation' we refer to the 


fact that there is no single homogeneous 
type of holding with respwt to the way 
production activity is organised, which may 
he taken as a 'representative' type. ()n the 
contrary, the very iaci of concentration of 
means of production implies that there 
must he qualitatively distinct types of 
holdings which ditfer in the way their 
production activity is organised A minority 
of households have so much resources relative 
to family size that they ciinwn cultivate with 
family labour alone but most rely primarily 
on the labour of others. At the other pole 
a large number ol households ■ which may 
be majority, have so little resources rela¬ 
tive to working capacity and consumption 
nerds of the lamily that they must rely 
primarily on working for others in some 
lorni or anolher. Purthermore. these differ¬ 
ent types of holdings enter into relations 
with each other in the production process 
througli labour hiiing and land leasing 
IPatnaik |976;A-K.I|. She makes classifi¬ 
cation of peasantry in Icrins of labour exploi 
taiion (E criterion). The labour exploitation 
ratio is calculated by lire following formula: _ 
E=x/y, where x is defined as net lotul use of 
outside labour (labour days lined in and hired 
out tahour days by the hou.seholds) and y is 
family labour nsed in cultivation on the 
operational holding. However, hei model docs 
have some weaknesses. A widow, for c.s- 
ample, may be poor but iniiy apply no tninily 
labour and may line m some labour She may 
he clas.scd os a landknd ll is also difficult to 

place rnoncjicndeisin the s|x-ciiumofPulnaiks 

class diflercntiatioii model. 

13 Tmal labour days are defined as llu* lumity 
labour days in sell-eniploymciil plus tin- 
absolute number ol lalNiiir days hired in or 
hired out. Eim a iHiiisehold which is a net hirci 
in of lalmur. it means the family labour days 
in scif-employmrni plus ouisidc lalxHii days 
hired in, for a household which is net hirer 
out of laniily hihoiir il means the family labour 
(lays in sclf-eiiiploymcnt plus family labour 
days hired out The ratio of net labour days 
hired in or out lo lotal labour days so defined, 
thus gives us an idea of the extent of 
dependence of a holding on employing others 
or working for others IHatnuik 1987). 

14 In Village I, majority ot households of the 
rural rich hclong to dominant Hindu castes 
of jat and brahmin, while llie niajorily ol the 
rural poor belong to ilic lower castes sncIi as 
schedule castes and other backward castes 
(OHCs) of Hindus and Muslims. In Village 2, 
majunty of the households of the rural rich 
belong to Hindu and Muslim dominiinl cusles 
of brahmin, bania and gujar, while majority 
of the rural poor hclong to lower castes ol 
Hindus. 

15 Population and literacy rate in .s.iniple villages 



Village 1 

Village 2_ 

Year 

Popu- 

l.ticraey 

Popu 1 .ilcracy 


lalioii 

Rale 

lalion Kale 

19X1 

5I.'«2 

2X9 

4979 16.1) 

1W7 

5413 

18.6 

606.5 24 () 


Snurce- Village Ickhpal (village oflicial: ac¬ 
countant and land record kecjier 
( 1997 ). 


16 111 both villages the pmir show lililc inclination 
lo keep |oinl family system because Ihcy 
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lack big size holdings which need to be 
preserved from fragmentation. Generally their 
sons set up independent families separate 
from the parental families after marriage. 
However, division of the family is not 
considered good by the rural rich. The large 
and rich pea.sants have mostly joint families 
with bigger size and the small peasants have 
predominantly nuclear families with smaller 
si/e. The rural rich retain joint families in 
order to prevent the division of land and other 
property. 

17 Kharif crops are cultivated during the rainy 
season. Most of the peasants in Muzaftantagar 
wait for the arrival of the rains before sowing 
their kharif crops although this is not necessary 
if land is irriguted before sowing. 'Rabi' crops 
are cultivated during the winter-spring sea<son 
and require irrigation. It is harvested in April- 
May (Stem and Bliss 19821. 

18 A new phenomenon which has taken place 
in the last 10 years is that of giving land and 
getting .some work done (i e, securing labour 
supply) particularly harvesting or tying cane 
plants bMause new cane varieties are taller 
than traditional cane and need to be tied to 
stop them from falling. All such activities are 
increasingly contracted out by large and rich 
peasants in Village 1. This trend shows a 
strong tendency towards capitalism in 
agriculture involving the role of money. Large 
and rich peB.sants no longer get their cane 
harvested and tied the traditional way. Rather 
they make contract with the agricultural 
laborers who are paid a fixed amount of 
namey to do this job. 

19 Ihe result of increasing mechanisation marked 
by the use of tractors, threshers, oil engines 
and lubewclls by all sections of pea.santry, the 
traditional means of production including the 
livestock ~ buftalocs and oxen - have greatly 
declined |Sinha 1986). Sinha (1986) also 
makes a point about the replacement of cattle 
by tractors while studying the leather work 
in Meerut, Kanpur and Gorakhpur. 

20 The 'ideal* peasant with his ‘pair of bullocks 
to plough and one he-buffaloe to drive the 
cart' has undergone a considerable change. 
'I'hnugh the large and rich peasants have also 
faced the replacement of their traditional means 
of production by modern technology, it is the 
small peu.sants who have been severely affected 
by replacement. The traditional means of a 
large number of small peasants and peasants 
tiny land have become redundant, as they 
have to compete in agrarian economy with the 
owners of nuidem technology. Eventually, 
they have lost control over the means of 
pnxluction except land. And in certain cases 
pca.sants have lost even their land and have 
become landless labourers. 

21 Many rural poor depend on keeping buffaloes 
to sell milk. Milk is becoming a signiftcant 
means of livelihood and employment for the 
small landholders with the emergence of local 
milk market and its linkages with outside 
markets in Kurgo, Gaziabad and Delhi. While 
Ihe rural rich own buffaloes to meet their 
family milk consumption, the rural poor keep 
them ara means of subsistence. For feeding 
buffaloes the rural poor need fodder and the 
fodder grown on their own fields is not enough 
for their fodder needs. 

22 SmalipeasanisaredependentonlargepcasanLs 
and rich peasants for: cutting grass from the 


fields, hiring tractors, irrigaiion water and 
also for jobs, to borrow money during the lean 
season and so on. 

23 On the question of differentiation of the 
peasantry, we find that 'new technology' has, 
in fact hastened the process of differentiation. 
It has helped to consolidate the raral rich as 
a powerful and dominant class. The position 
of the middle peasants may have improved 
to a certain extent but far less than the rich 
peasants. 
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Liberalisation of Agricultural TVade 
and Net Social Welfare 

A Study of Selected Crops 

Ramesh Chand 

This study quantifies the impact of globalisation on producer surplus, consumer surplus and net social 
welfare for four crops - rice, maize, chickpea and rapeseed-mustard. This would help in formulating 
commodity-specific policies on pricing, production, tariffs and trade. The study finds that while the impact 
of globalisation would vary from commodity to commodity, there is .scope for increasing its benefits by 
reducing domestic marketing costs and tapping better suppliers for imports. 


EVER since the initiation of Uruguay round 
of General Agreement on Trade and Tariff 
(GATT), which led to inclusion of agri¬ 
culture in world trading system, several 
studies have been undertaken to analyse 
the likely implications of liberalisation of 
agricultural trade. Some of the.se studies 
have also suggested various strategics and 
changes in domestic policy to adjust to 
various provisions of the ‘Agreement on 
Agriculture’ incorporated in the GATT. 
Most of these studies have based their 
conclusions on export competitiveness and 
employed measures like net protection 
coefficient (NPC), effective protection 
coefficient (EPC), producer subsidy 
equivalent (PSE) and domestic resource 
cost ratio (DRCR), etc, to suggest whether 
a country has an advantage in exporting 
or importing different commodities 
[Gulati, Sharma and Kohli 19%; Dana 
1996; World Bank 1997; Gulati and 
Sharma 1998]. 

None of the studies has examined the 
impact of trade liberal! ' .on and related 
policy changes on net social wcllare of the 
country, which takes cognisance of the 
impact on producers as well as consumers. 
Such a study can be useful in formulating 
commodity-specific policy on production, 
pricing, tariffs and trade. Ilie present study 
is an attempt in this direction. It quantifies 
the impact of giobali.sation of agriculture 
on pr^ucer surplus, consumer surplus 
and net social welfare in the case of four 
crops, namely, rice, maize, chickpea and 
rapeseed-mustard. Secondly, the study 
compares the gains and losses to produc¬ 
ers from the implementation of WTO 
commitments like opening domestic 
markets and reduction in input subsidies. 
Thirdly, the study demonstrates that the 
prices prevailing in the so-called inter¬ 
national market, considered to represent 
opportunity to buy and sell in the global 
market, may not be relevant to estimate 
export or import advantage. 


1 

Selection of Commodities and 
Analytical Tool 

The study focuses on four crops, namely, 
paddy (rice), maize, chickpea and rape- 
.seed-mustard. Rice is most important to 
food security as it constitutes 44 per cent 
of total foodgrain consumption i n the coun¬ 
try. Rice is also an important crop for 
farmers a.s it occupies 23 per cent of gross 
sown area, which is highest among all the 
crops grown in India. Maize is important 
among coarse cereals and it constitutes an 
important share in the fwxl basket of low 
income groups. Maize is al.so important 
for livestock feed, demand for which is 
growing fairly rapidly. Rapeseed-mustard 
is the .second most important oilseed crop 
grown in India. It is grown on about 6.66 
million hectare area which constitutes one- 
fourth of total area under all oilseeds in 
the country. Chickpea is the most popular 
pulse crop and is grown on about 7 million 
hectares comprising about 30 (>er cent of 
area under all pulse crops in India. Its 
production varies around S million tonnes 
which constitute.s about 38 per cent of 
pulses production in the country. 
Analytical tool: The effect of trade liberali¬ 
sation on selected commodities has been 
studied by estimating the impact of free 
trade on domestic whole.sale and farm level 
prices and on consumer surplus, producer 
surplus and net social welfare. The impact 
on domc.stic prices (l\) has been studied 
by computing external reference prices 
that take into account cost of marketing, 
transport, etc, within the country, i e, bet¬ 
ween port and the central market, while the 
impact on producer price (Pf) is measured 
using price linkage equation as under: 
Pg = intenmtional reference price + tariff 
+ transfer cost; and 
Pf * a + b Py. 

The analysis is carried out under two 
scenarios of liberalisation. The first one 


is the ex-post scenario in which domestic 
prices are equated to the C 'IF or FOB prices 
of imjK»rtnblc.s/cxpnrtiihlcs. The second 
one is the ex-ante .scenario which u.,cs 
iniernationui prices under full Uruguay 
cflect for the year 2(X)0 as projected by 
the HAO. 

There arc two approaclics toobtain FOB/ 
Cl Fprices. One is thcdirc*ct approach which 
derives these prices from actual quantity 
and value of iinport/cxport of the country 
This approach gives the prices for tlic 
produce actually traded and the prices 
actually paid jrv the country and thus con¬ 
forms to the quality and grade of the com¬ 
modity as relevant to the country. This data 
is available at a highly di.saggregatc level 
of quality grades in the ministry of com¬ 
merce publications ‘Foreign Trade Statis 
tics*. TTic second approach derives C'lF/ 
FOB prices from the prices in represent¬ 
ative international market by making ad¬ 
justments for trading cost. This gives im¬ 
puted CIF/FOB prices if the country hap¬ 
pens to trade at these prices. 'Chesc prices 
may not strictly conform to the quality/ 
grade of actual imporl/cxport of a country 
and thc.se may not be accc.ssiblc in actual 
trade to a country. In this study we have 
used actual CIF/FOB prices for the im|x>rt/ 
export as paid/rcceived by the countiy. 

Since there is wide variation in prices 
of different grades of produce, it is desir¬ 
able to use prices of .same quality of produce 
while comparing domestic and export/ 
import prices. Accordingly, rice in this 
analysis refers to non-hasinati milled rice 
that is not parboiled. Maize tefers to red 
maize andchickpea refers todry and shelled 
gram (otherthan white gram). Im|x>rt price 
of rapeseed-mustard oil includes crude 
mustard oil and refined rapeseed oil. 
Depending upon whether the country is 
net exporter or net importer, the impact 
of trade libcrali.sation on rice and maize has 
been studied under exportable hypothesis 
while the impact on rapeseed/mustard and 
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chickpea has Deen studied under impon- 
abie hypothesis. 

II 

Trade Liberalisation and Prices 

Rice: Domestic price of rice during the last 
six years showed a rising trend, in contrast 
to this, export price showed sharp year- 
to-year fluctuations (Table 1). FOB export 
price of rice was below Rs 7,000 a tonne 
during 1991-92 and 1992-93 and then rose 
to Rs 9,459 in 1993-94. In the subsequent 
year it dropped by more than 20 per cent, 
'fhis shows Aat attractiveness of rice export 
varies considerably from year to year 
depending upon the behaviour of inter¬ 
national prices. 

Delhi has been considered as the central 
market for rice as it is a big market located 
in north-west India that makes substantial 
contribution by way of marketed surplus 
of rice. Rice export is mainly shipped from 
Kandia port and some quantity is shipped 
from Mumbai port. The transport cost in 
both the cases is almo.st the .same. In order 
to compare international prices with do¬ 
mestic prices, cost of transport, marketing 
and handling to take the produce frtim the 
wholessale market to the port is added to 
the domestic price. After internal isi ng these 
costs dome.stic reference price of rice turns 
out to be lower than its FOB price at (xirt 
in all the years except 1994-95. In the other 
years domestic price was lower by 1 to 28 
per cent compared to net price received 
from export. Tlie analysis reveals that free 
trade would have brought about 28 per 
cent higher price of rice during 1993-94. 
The difference was neg.'itive during 1994- 
95 due to low international prices but in 
the subsequent two years positive margin 
again emerged between domestic and FOB 
export price. 

The impact on farm level price of paddy 
was obtained by multiplying wholesale 
price by the ela.sticity of price transmis¬ 
sion from wholesale to fann level.* The 
elasticity of price transmis.sion (ET) be¬ 
tween farm level paddy price and whole¬ 
sale price of rice turns out to be 1.04. 
Except for the year 1994-95. farm level 
paddy prices under free trade witnessed 
I to 29 per cent rise in different years. 
Maize: Trade in maixe is quite small in 
the country. FOB price «>f mai/.c at port 
was higher than wholesale price in Kanpur 
market in all the years (Table 2). However, 
when export price is adjusted for internal 
marketing and tran.sport cost, the net export 
price turns out to be lower than domestic 
price by 10 per cent in 1994-95 and by 
0.7 [wr cent in 1993-94. In the other years 
net e.xport price is 23 to 58 per cent higher 
than dome.stic price. Except during the 


years iwj-vh ana irec iiauc in 

maize raised domestic farm level price in 
the range of 24 to 60 per cent (Table 2). 
Rapeseed-mustard: Before examining the 
impact of trade liberalisation on rapeseed/ 
mustard it is pertinent to point out that the 
CIFpriceof rapeseed-mustard oil imported 
by India witnessed violent fluctuations 
whereas the price in the representative 
international market shows a steadily ris¬ 
ing trend. The actual CIF price paid by 
India for imported rapeseed-mustard oil 
is found to be much higher compared to 
the CIF price corresponding to the inter¬ 
national market (Table 3). In some of the 
years prices paid for imports was more 
than double the CIF price corresponding 
to the intemaiional market. There could 


oe seveaai icasuiiii lui uiis. wiic, uhiib is 
not a suble importm* of rapeseed-mastard 
oil and the quantity imported varies con¬ 
siderably depending upon the domestic 
supply situation. The country does not 
have a stable trading source or partner for 
the import and there is not sufficient 
planning for imports. As a result, when 
.shortfall in domestic market is felt, the 
country resorts to panic buying for the fear 
of violent rise in domestic prices. 1'he 
second reason could be a.scribed to the 
inefficiency of public agencies like State 
Trading Corporation and Hindustan Veg¬ 
etable Oil Corporation entrusted with the 
task of importing edible oil. 

Whatever the reason for this huge dif¬ 
ference, one thing that is abundantly clear 


Tabus I: Ex-K»sr Impact op Trabf I.iberamsation on Domestic Wholesale and 
Farm l,EVtL Prices op Ricf 


i.Rs/tome) 


Particular 

1991-92 

1992-93 

1993-94 

1994-95 

1995-96 

1996-97 

1 

Dome.stic price in Delhi market 

.5433 

5913 

6742 

6908 

7117 

8714 

2 

Handling/markcting charges 
at S per cent of domestic price 

272 

296 

337 

345 

3.56 

436 

3 

Transportation cost to port 

363 

416 

483 

534 

589 

647 

4 

Keference price (1+2+3) 

6068 

6624 

7562 

7788 

8062 

97% 

.S 

FOB price at poit 

6231 

6703 

9459 

7390 

8241 

9871 

6 

NPC l4/.‘i) 

0.974 

0.9H8 

0.799 

1 054 

0.978 

0.992 

7 

Domestic price under free 
trade (5-2-3) 

5596 

5991 

8639 

6511 

7296 

8788 

X 

Change in domestic price under free 
trade (percent) 1(7 -1)/I*t00| 

3.00 

1.33 

28.14 

-5.76 

2.52 

0.86 

9 

Farm level price of paddy 

3619 

3220 

3680 

3922 

4079 

4386 

10 Farm price under free trade 
lO+Ong/IOOl’ET®! 

3732 

3265 

4763 

3686 

4186 

4425 

II 

Change in farm price (per cent) 

1(10 -9)/9*IO0| 

3.14 

1.40 

29.43 

-6.02 

2.64 

0.90 


Note: (s> ET refers lo elasticity of price transmission which is 1.04 for ricc/piiddy. 

Sources of basic ciata: 

(1) Monthly Statistics of Foreign Trade, Exports and Re Exports, Annual Number, Volume I. 
Ministry of Commerce, various issues. 

(2) Monthly Staii.stics of Foreign Trade and Imparts, Annual Number, Volume 11, Ministry 
of Commerce, various issues. 

(.1) Agricultural Prices in India. Government of India, various issues. 

(4) Reports of the Commission on Agricultural Costs and Prices, CACP, various issues. 


Table 2: Ex -post Impact of Trade Liberalisation on Domestic and Farm Level Prices of Mae/e 

(Rs/tonne) 


Particular 1991-92 

1992-93 

1993-94 

1994-95 

1995-96 

1996-97 

1 

Domestic price in Kanpur market 

34VX) 

3104 

3000 

3964 

3829 

4225 

2 

llamlling/markcting charges 
at 5 per cent of domestic price 

170 

155 

150 

198 

191 

211 

3 

Transportation cost to port 

363 

416 

483 

534 

589 

647 

4 

Reference price (1+2+3) 

.3933 

3675 

3633 

4696 

4610 

5083 

5 

FX)B price at port 


.5483 

3612 

4302 

5498 

6280 

6 

NPC f4/5) 


0.670 

1.006 

1.092 

0.838 

0.809 

7 

Domestic price under free trade 








(5-2-3) 


4912 

2979 

3570 

4718 

5422 

8 

Change in domestic price under 








free trade (percent) 1(7 -1)/1*100) 


58.23 

-0.70 

-9.95 

23.20 

28.33 

9 

Farm level price of maize 

2890 

2540 

2930 

3270 

3610 

4517 

10 Farm prikc under free trade 








l9+9*(8/100)ETl 


4063 

2909 

2935 

447J 

5834 

11 Change in farm price (per cent) 








1(10 -9)/9*l(XI] 


.59.98 

-0.72 

-10.25 

23.90 

29.18 


Note and Sources of basic data: Same as in Table I. 
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IS uiai imports in tne case ot a country like 
India are much costlier than what appears 
from prices in international market. This 
implies that prices in intmnational market 
are not a suitable benchmark to estimate 
comparative advantage in export^impon. 

The impact on rapeseed-mustard stud¬ 
ied is that on rapeseed-mustard seed price 
at fann level and on edible oil price at 
wholesale level. It would be seen from 
Table 4 that CIF price of rapeseed-mus¬ 
tard oil at port was lowerthan the domestic 
wholesale price in Kanpur market in four 
out of the six years. However, when in¬ 
ternal costs of taking produce from port 
to the central market arc accounted for, 
import price turns out to be lower than 
domestic price only in two years. In the.sc 
two years, free imports reduce domestic 
price of the oil by 23 to 26 per cent and 
farm harvest prices of rapeseed-mustard 
seed by more than 20 per cent. 

The main reason for importing at a price 
higher than the domestic price in some 
years is to keep a check on domestic prices 
going very high due to shortage in domes¬ 
tic supply. Such imports are made by public 
agencies as the private trader would not 
generally go forimport which fetches lower 
than CIF price in the domestic market. 

Chickpea: India is a big importci of 
pulses including chickpea. However, 
domestic prices of chickpea in the whole¬ 
sale market of biggest prtxlucing state 
(Madhya Pradesh) were lower than the 
CIF price at port in half of the years 
(Table S). When internal cost is added to 
the landed co.st then imptin price turns out 
to be higher than the domestic price only 
in one out of six years. 

Since import of chickpea in India is also 
undertaken by private l iders it is useful 
to find why such imports were attractive 
when domestic prices are lower than the 
CIF import price. This kind of situation 
is also observed by another study by 
Kyi etal (1997) which reports that landed 
cost of chickpea (which refers to white 
gram, locally known as ‘kabuli’ gram) in 
1995 was Rs 37,785 per tonne and local 
wholesale price was Rs 32,000. One 
explanation for this could be the consid¬ 
erable intra-ycar and inter-market varia¬ 
tion in chickpea prices in the country and 
imports, might have been resorted to for 
keeping a check on or, for taking advant¬ 
age of peak prices in the lean months in 
some of the maikets. Second, in a big 
country like India, demand centres located 
at a large distance from the producing 
points may involve the same or higher cost 
to carry domestic produce to such con¬ 
sumption points, as the cost involved in 
movement of imported consignment to 


such points. In such a situation, compari¬ 
son of CIF import priw with wholesale 
price in market of pnxlucing area does not 
indicate profitability of import. The imports 
would be profitable if CIF price plus 
internal cost of carrying produce is lower 

Table 3; Aotvai C'IF Imfort Pbice oi- Ramseuv 
Mustaro Oh. Paid bi India and CIF Prut 
Demveo from Pkio:*: in Inteknaiionai Markei 

{lt\/tonne'i 


Year 

Avtual • 
CIF 
Price 

Iniemulional Imputed 
Price CIF 

Rotterdam** Price** 

1988-89 

7506 

5961 

6710 

1989-90 

14458 

6915 

7575 

1990-91 

11982 

7589 

8.178 

1991-92 

27932 

10022 

11201 

1992-93 

271.53 

11277 

12520 

1993-94 

l7S4.t 

15.570 

17045 

1994-95 

.10491 

18226 

19701 


Notre. • IX-rivcil from Monthly Stott\tf» of 


Fornan Trade and Itiiportf Annual 
Number. Vol II, Ministry «v|’ Cum 
nicrcc. Unsemmeni of India. Viiiiuii<c 
issues. 

** Taken bum Indhi. The huttun Oilseed 
Complex. Capturing Market (Jp/ior- 
lunitirs. Vnl II. Report No I5<i77-IN, 
World Hank, 1W7. Table AS 11. 
ImptiicdClFpricc isilerivcd from the 
CIH price Rollcrdom by subtractin)! 
freight from Rollcrdom to US liiilf 
and addini* fieir.hl boin US (iull to 
India (Munihai) 


than the wholesale price in producing areas 
plus cost of taking produce to such con¬ 
suming areas. Si milarly, imports would be 
profitable if wholesale price in some 
markets is higher than the CIF reference 
price. Ttiis seems to hold true for chickpea 
in India which can be observed from the 
data on monthly prices in some markets 
during 199.1, 1994 and 1995, reported in 
Table 6. 

Table 6 shows that wholesale price of 
chickpea in Coimbatore market was higher 
than C'IF import price in all the three years. 
Average price in all the four markets was 
higher than C'IF prie'e in 1994. In 1995, 
though average annual price was lower 
than C'IF price, there were months when 
local price was higher than ('IF' price. This 
seems to explain why chickpea was im¬ 
ported even when average annual price 
in cciurui market was lower than CIF 
price. 

Impact ofmullilalerttl trade libentlisathm: 
In the ex-post analysis we have a.ssumcil 
that a countiy goes for uniluterul libcruli- 
.sation and takes the internatinniil prices 
as they are. In the cx-anic analysis wc 
a.ssume multiiulcnil liberalisation with full 
I Iruguay effect and use prices coiTcspond- 
ing to this scenario projected by the FAQ. 
The impact i.s compared with base .sce¬ 
nario whicti uses domestic prices and 


Tabi.i. 4; I-A-Kisi Impsci of- rHAiii I.ibpk,aii.saiion ON Wiitiii sAii and Farm I evii I’hiosoi 


KAPisiro-Mi'srARO 


( lt.s/tonnr) 


Particulars 

1991-92 

1992-91 

1991 94 

1994 95 

1995 96 

1996-)7 

1 ('IF piicc Mumbai p«>n 

2 1 l.-mdling/maiktMing charges 

27912 

27151 

17541 

30491 

22788 

18650 

at 5 per cent of domc.slic price 

1197 

1158 

877 

1525 

1139 

1933 

3 1 mnspoilalion cost lo Mumbai 

440 

480 

5.5(1 

640 

710 

780 

4 Reference price ( U2+3) 

29769 

28991 

18970 

121)56 

24617 

41361 

5 Domestic price m Kunpur iiiaricct 

28771 

24896 

25579 

29954 

.12189 

30660 

6 NPC (5/4) 

0.966 

0.859 

1 .148 

0.917 

1.107 

0.741 

7 Domestic |>ncc undci free trade (4* 1) 

8 Change in domestic price under 



18970 


24637 


tree trade (per tciii) 17-5)/5*U)01 



■25.84 


-2.1.46 


9 Farm level price nl iniistard seed 

10 Farm price under tree trade 

8862 

8610 

10120 

9710 

10680 

llOlO 

(9-i-9*(8/l(X))*i;r) 



7819 


8475 


11 Change in larm price (pci cent) 







|(IO-9)/9*l(X)l 



-22.74 


-20 M 


Note and Sour^-es of haste data: .Same as m Table 1. 





Tabi i 5: CriMpARiviN oi- IXiMisiir andCII- 1*rh i-s oe Cmi>M . 








iFx/t.iiine) 

Particular 

1991-92 

1992-93 

1991-94 

I9‘)1.95 

1995 96 

I99() 97 

1 CIF price at Mumbai port 

2 Handbng-marketmg charges 

6260 

6872 

9279 

l4K(i9 

I26«) 

umn 

at 5 per cent of domestic price 

113 

344 

464 

741 

612 

5.10 

3 Transportation r-ost to Jabalpur 

363 

416 

481 

514 

589 

647 

4 Reference price (1-e2-e3) 

6916 

7632 

10226 

16146 

11851 

11784 

S Domestic price in Jabalpur 

6425 

(i4lK) 

121.50 

11620 

8705 

10654 

6 Farm level price ol chick|x;a 

5959 

7420 

9510 

8100 

8810 

9273 


Note and Sources oj haste data: Same as in Table I. 
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corresponding CIF or FOB prices during 
the recent triennium ending 1996-97 
termed ‘base scenario with liberalisation’. 
The other scenario refers to year 2000 and 
is termed ’multilateral libcrali.sation with 
full Uruguay impact’. This would entail 
an increase in international prices to the 
tunc of 7 per cent for rice and 4 per cent 
in the ca.sc of maize and rapeseed-mustard 
oil [FAO 1995J. The changes in domestic 
wholesale and farm level prices resulting 
from liberalisation in the ba.se run and with 
full Uruguay effect arecomputedinTable 7 
for rice and maize and in Table 8 for 
rapeseed-mustard oil. 

The study shows that trade liberalisation 
in base scenario raises domestic rice price 
by 1,39 per cent and farm level price of 
paddy by 1.4Spercent.Theimpactisquite 
strong in the free trade scenario with full 
Uruguay impact which results in 9.38 per 
cent increase in rice price and 9.81 percent 
rise in farm level price of paddy in India. 

The impact of freeing export on maize 
prices is very strong. In the base scenario, 
trade liberalisation involves about 21 per 
cent increase in domestic whole.sale and 
farm level prices. Multilateral free trade 
with full Uruguay impact raises base level 
wholesale price by 26.46 per cent and farm 
price by 27,25 per cent. 

The impact of trade libcrali.sation on 
rapeseed mustard oil and seed prices is 
presented in Table 8. Domestic price of 
rapeseed-mu.stard oil during TE 1996-97 
wxs Rs 30,934 per tonne. Compared to 
this the landed cost at port was Rs 23,499 
which is three-fourths of the domestic 
price in the central market. When the 
markcting/handling and transport costs arc 
added to landed cost of the oil the refer¬ 
ence price turns out to be Rs 25,384 which 
is 18 per cent lower compared to domcstic 
pricc. This implies that freeing import of 
rapeseed-mustard oil in the base scenario 
render this edible oil cheaper by 18 per 
cent. Similarly, prices received by farmers 
for rapeseed-mustard .seed go down by 
about 16 per cent. In the second scenario. 


international price increases by 4 per cent 
- which would make the import costlier 
and reduce the difference between dom¬ 
estic and landed or reference price of 
import. In this scenario, domestic price of 
the edible oil falls by about 15 per cent 
and farm level price of seed declines by 
13 per cent. 


m 

Impact mi Net Social Gain 

Trade liberalisation results in opposite 
effects on domestic producers and con¬ 
sumers. For instance, a decline in price due 
to liberalisation enables consumers to pay 
less and lets producers earn less. In this 


Tahle 7: UKEi.y Impact op Free Trade on Domestic Prices op Rice and Maize 


(Rs/ionne) 


Particular 

Base 
Scenario 
TE 1996-97 
Rice 

Multilateral 

Liberalisation 

2000 

Rice 

Base 
Scenario 
TE 1996-97 
Maize 

Multilateral 

Liberalisation 

2000 

Maize 

1 

Domestic price in central mwket rice 
(Delhi), maize (Kanpur) (Rs/tonne) 

7579 

7579 

4006 

4006 

2 

Handling/marketing charges 
at 5 per cent of domestic price 

379 

379 

200 

200 

) 

Transportation cost to port 

590 

590 

590 

590 

4 

Reference price (l-f2+3) 

8548 

8548 

4796 

4796 

5 

FOB price at port 

8653 

9259 

5631 

5856 

6 

NPC (4/5) 

0.988 

0.923 

0.852 

0.819 

7 

Domestic price under free inide (S-2-3) 

7684 

8290 

4841 

5066 

8 

Change in domestic price under free 
trade (per cent) [(7 -1)/1'''100] 

I..19 

9.38 

20.84 

26.46 

9 

Farm level price 

4129 

4129 

3799 

3799 . 

10 

Farm price under free trade 
l9-i-9*(8/100)*ET| 

4189 

4534 

4614 

4834 

II 

Change in farm price (per cent) 

1(10 -9)/9*IOO| 

1.45 

9.81 

21.46 

27.25 


Nair: Fanil level rice price refers lo paddy price. 

Sources of basic dam: Same as in Table I. 

Table 8: Likei.y Impact op Free Trade on Domestic and Farm Level Prices of Raplsbeu-Musi ard 

Oil and Seed 

iRs/lonne) 


Particular 

Base Scenario 
TE 1996-97 

Multilateral 
Liberalisation 2000 

1 CIF price Mumbai port 

23499 

24439 

2 Handling/markcting charges at 5 per cent of domestic price 1175 

1222 

3 Transportation cost to Mumbai 

710 

710 

4 Reference price (l-i-2'i-3) 

25384 

26371 

5 Domestic price in Kanpur market 

30934 

30934 

6 NPC (5/4) 

1.219 

1.173 

7 Domestic price under free trade (4*1) 

25384 

26371 

8 Change in domestic price 

-17.94 

-14.75 

under free trade (per cent) I(7-5)/5*100| 



9 Farm level price of mustard seed 

10473 

10473 

It) Farm price under free trade l9-f9*(8/100)*ET| 

8819 

9114 

11 Change in farm price (per cent) [(10 - 9)/9*100] 

-15.79 

-12.98 


Note and Sources of basic data: Same a.s in Table I. 

Tarie 6: Reoionai. and Intra-Year Variation in Chickpea Pricfs in Selected Markets 


iRs/m kg) 


Sute/Market 

Year 

Jan 

Feb 

Mur 

Apr 

May 

Jun 

Jul 

Aug 

Sept 

Oct 

Nov 

Dec Average 

Bihar - Patna 

1993 

870 

940 

925 

825 

950 

960 

970 

1250 

1240 

1300 

1300 

1400 

1078 


1904 

1350 

1450 

1100 

1150 

1140 

1180 

1100 

1450 

1410 

1425 

1400 

1360 

1293 


1995 

1210 

1210 

1210 

920 

920 

loot) 

1100 

950 

850 

850 

840 

830 

991 

Tamil Nadu - 

1993 

1606 

1400 

1000 

• IM)0 

1230 

1440 

1560 

16.50 

18(8) 

1850 

1900 

2100 

1545 

Coimbatore 

1994 

2100 

1100 

1350 

1313 

1250 

1150 

1510 

1510 

1726 

1894 

2024 

1764 

1558 


1995 

1540 

1.320 

1300 

1.300 

1300 

1252 

1364 

1414 

1313 

1313 

1263 

1263 

1329 

Delhi 

1993 

980 

975 

825 

790 

900 

975 

975 

1200 

1225 

1400 

1400 

1300 

1079 


1994 

1.525 

1375 

1250 

1120 

1185 

1170 

1285 

1380 

1440 

1530 

1425 

1370 

1338 


1995 

11.50 

1120 

985 

980 

950 

940 

940 

900 

900 

880 

850 

775 

948 

West Bengal - 

1993 

975 

970 

970 

860 

950 

1015 

1080 

1200 

1290 

1325 

1500' 

1475 

1134 

Calcutta 

1994 

1475 

13(V) 

1200 

1175 

1170 

1200 

1450 

1500 

1525 

1525 

1400 

1250 

1348 


1995 

1275 

1125 

1060 

940 

960 

940 

925 

900 

880 

870 

890 

900 

972 


Source: Agricullwal Prices in India I99S to 1995, Government of India. 
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stuiation of trade off, net social gain to 
a country due to policy change is com¬ 
puted by comparing changes in consumer 
surplus irndproducersutplus (Appendix 1). 
Estimates of impact of trade liberalisation 
on producer, consumer and net social 
welfare for the selected crops are pre¬ 
sented in Table 9. 

Liberalisation of rice export in the base 
scenario causes very small impact on pro¬ 
ducer price and hence on supply. This 
would result in an increase in producer 
surplus by Rs 7.237 million. The impact 
on consumer surplus is Rs 7,545 million 
which shows there would be a decline in 
net social gain due to liberalisation in base 
scenario. Under multilateral free trade 
scenario, difference in producer’s gain 
and loss in consumer surplus would in¬ 
crease further. These estimates demon¬ 
strate that free trade in rice would lead to 
a small net stx:ial loss to the country. In 
the ca.se of maize, liberalisation of trade is 
found to be highly beneficial to the coun¬ 
try. The gain to producers is almost double 
the lo.ss to consumers due to price rise. 

The impact of import liberalisation of 
rapeseed-mustard oil is estimated through 
change in consumer surplus due to change 
in oil price and the change in producer 
surplus due to change in price of rape.sced- 
mustard seed. Per capita consumption of 
rapeseed oil is 2.01 kg per year which 
when multiplied by the population figure 
gives aggregate demand for the country 
at 1.873 million tonne. Under free import, 
rapeseed -mustard seed price is estimated 
to decrease to Rs 8,819 per tonne from 
prevalent level of Rs 10,473 in the base 
scenario. This would shrink supply by 39 
thousand tonne resulting in a loss of 
producer surplus ofRs 9,834 million. The 
positive impact on demand is greater 
compared to supply. Free trade leads to 
increase in oil demand by 8.93 per cent 
and corresponding gain in consumer sur¬ 
plus by Rs 10,397 million. Thus, under 
free trade, when domestic price of oilseeds 
is equated to relevant import price and 
required change is incorporated in the 
seed price, the net social welfare impn^ves 
by Rs 563 million. In the second scenario, 
with 4 per cent increase in international 
prices, the difference between CIF price 
and domestic price narrows. Net social 
gain remains positive but there is a decline 
in it compared to base scenario. 

E.stimates of producer and consumer 
surplus and net social welfare are often 
questioned for their sensitivity to chosen 
level of demand and supply elasticities. 
In our case the sensitivity analysis showed 
that direction of net social welfare remains 
unchanged within the plausible limit of 


elasticities. For instance, even if we choose 
half the level of demand or supply elas¬ 
ticity the sign of net social welfare remains 
unchanged. 

TwoimpcHiantconclusionsemergefrom 
these results. One. tesulu ba.sed on single 


Rice 

-0.553 

-0.276 

Course cereal: inbizc 

-0,821 

0.104 

Pulses: chickpea 

-1.303 

-0.537 

Edible oil: 



Rapcseed-inu.stard oil 

-0.538 

-0.388 


year price can lead to misleading conclu¬ 
sions becauseof considerable year-to-year 
variation in domestic as well as inter¬ 
national prices. Therefore, the impact of 
trade liberalisation should nm be studied 
based on single year prices; it is appro- 


-t.tO.t -0 524 -0.516 -0.522 


-0.499 -0.567 -0 522 0 555 


The TMal’ ngurcs are author's own computations using population shares as weights. 

The estimates ol'elaslicity provided by Kumar (1998) have been criticised on the ground ihai 
they give very low and even negative income elasticity for some cereals particulai ly lor wiieai, 
which docs not seem reasonable at low level of consumption in the country Thetefnie. the 
ela.sticily estimates by Radhakrishan and Ravi (1992) have been used in the presriil study. 

Output supply elasticity have been estimated using data for the pcpod 1975-76 to 1994-95 
us: Ln Q, = b„ + b, Ln RFHPj + bj Ln RFHP„ -r b, l.nRain + T 

where Q, is domestic output of commodity i in different years: RFItPi is farm harvest price of 
ith commodity deflated by wholesale price index of all commorliiics, lagged one year; KHPo 
is farm harvest price of other competing commodity deflated by wholesale price index of all 
commodilirs, lagged one year; Ram is amount ot rainfall during the period and T refers to time, 
1 to 19. to represent affect of all other trend variables. 

The supply elasticities with respect to own price estimated Irom the above c(|uations were 
0.403S for paddy/ rice.0.4508 for maize. 0.139.5 for chickpea and 0.4014 for riipeseed/mustatd 
{sec Chand 1999 for detail]. 


TABLe 9: Impact of Trade Liuerai isatton on PRonucRRii, Consumers and Net SooAt. Gain uniwR 

Different Sctnarios 


Particular 

Rice/Paddv 

Maize 

RaDCsccd/Musiard 

Rice 

Paddy 

Oil 

Seed 

1 Domestic production (Ql) 

80 I7 

120.26 

9.72 


6.14 

2 Wholesale price in central market 

7579 


4006 

.30934 


3 Farm level price in the country (PI) 


4129 

3799 


10473 

4 Supply elasticity' 


0.4035 

0 4508 


0.4014 

5 Farm level pnee under free trade 






Base scenario (P2) 


4189 

4614 


8819 

Multilateral free trade scenario (P3) 


4534 

4834 


9114 

6 Supply at different pnecs 






Existing price (PI) Ql 

80.17 

120.26 

9.72 


6.14 

Base scenario price (P2) Q2 


120.97 

10 66 


5 75 

Multilateral free trade price (P3) Q3 


125.02 

10 91 


5.82 

7 Change in producers' surplus due to 






Change from PI to P2 


7237 

8305 


-9834 

Change from PI to P3 


49669 

10678 


-8127 

Change Irom P2 to P3 


42432 

2373 


1707 

8 Per capita demand (kg/ycar) 

77.36 


6.23 

2.01 


9 Aggregate demand D1 

72.100 


5.806 

1.873 


10 Price elasticity of demand^ 

-0.481 


-0 582 

-0.499 


11 Existing domestic market price (Rl) 

7579 


4(MI6 

3(W34 


12 Market price under free trade 






Base scenario (R2) 

7684 


4841 

25384 


Multilateral tree trade scenario (R3) 

829(1 


5066 

26371 


13 Demand at dillerciit pnees 






Existing price (Rl) D1 

72.10 

4 

5,.56 

1.79 


Base sccnano price (R2) D2 

71.62 


4.88 

1.95 


Multilateral free trade price (K3) D3 

68 85 


4.70 

1.92 


14 Change in consumers' surplus due to 






Change from Rl to R2 

- 7.545 


-4.359 

10397 


Change from Rl to R3 

-.50107 


-54.17 

8483 


Change from R2 to R3 

-42.561 


.-1078 

-1914 


15 Net social gain due to trade liberalisation 






Existing level ol inlctnational prices 

-3tW 


.3946 

563 


Prices with W1'U implementation 

-4.37 


5241 

356 


Shift from existing to full libcrali-saiion 

129 


1295 

207 



Notes: Prices arc rupecs/tonne. Other quantities arc in million tonnes and values are in million rupees. 
There is fairly well established literature on piiceelasl icily of demand for important commodtiies 
in India The sel of elasticity from two recent studies are given below; 


Commodity Linear Bxpendituic ITcmand System FwkI Characlrrislic Demand 

by Radhakrishna and Ravi (1992) System Drawn from Kunuir (1998) 
Rural Urban Total Rural Urban Total 


-0.481 -0.282 -0.288 -0.281 

-0.582 -0 268 -0.309 -O 27'» 
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priate to use at least trieimium average. 
Two. impact of trade liberalisation would 
not be unifonn across commodities. Imple* 
menution of WTO commitmenu would 
have a mixed impact on net social welfare 
of India. The country would be net gainer 
in some commodities and it would be net 
loser in some others. 

Effects at farm level: The effect of trade 
liberalisation at farm level has been stud¬ 
ied by using farm level dau from the nujor 
producing regions of paddy, maize and 
rapeseed-mustard. Partial budgets for all 
the selected crops based on the sample 
data ate present^ in Appendix 11. The 
impact of different levels of trade 
liberalisation and removal of subsidies on 
farm level income for the selected crops 
is presented in Table 10. As already dis¬ 
cussed, trade liberalisation would lead to 
increase in farm harvest prices of paddy 
and maize, whereas, it would result in 
decrease in the (nice of rapeseed/mustard. 
Per hectare input subsidies are estimated 
to be Rs 2,974 for paddy and between 
Rs 719 to 729 for the other three crops.^ 
Gross return from paddy production in¬ 
creased from Rs 19,006 per hectare in the 
base scenario without liberalisation to 
Rs 19.282 under free trade prices of the 
base scenario and to Rs 20,870 in the free 
trade scenario with full Uruguay impact. 
However, along with free trade, if sub¬ 
sidies are removed then gross return as 
well as net return without liberalisation 
arehigherthan those under free trade. This 
shows that r^uction in income due to 
removal of input subsidies in rice produc¬ 
tion would not be compensated by the 
access to international prices under free 
trade. 

The impact of trade liberalisation isquite 
sharp on return from maize cultivation. 
Trade liberalisation in base scenario in¬ 
creased net return by Rs 1,007 while 
increase due to free trade with full WTO 
impact is Rs 1,279. Domestic subsidy for 
maize is Rs 729 which shows that trade 
liberalisation would provide higher gain 
to nuize growers compared to the loss due 
to removal of subsidy (Table 10). 

Impact of trade liberalisation on return 
from rapeseed-mustard is negative. Per 
hecuue net return over variable costs from 
this oilseed crop is Rs 7,478 in the base 
scenario. When impons ate liberalised 
this would decline to Rs 5,388. In the other 
scenario, with free trade and full WTO 
impact, net returns are estimated to be 
Rs 5,925 per hectare. Withdrawal of do¬ 
mestic input subsidies would further 
decrease per hectare return by Rs 719. 

In the selected crops, free trade is es¬ 
timated to have sharp positive impact on 


net return from production of exportables 
like maize and rice, whereas, it is gmng 
to have small negative impact on net retum 
from the importables lUce rapeseed-mus- 
tard. In rice where level of input subsidy 
is high, free trade would not be sufficient 
to counter the adverse impact on income 
due to withdrawal of suteidies. 

IV 

ConclushHis 

Liberalisation of trade would raise 
domestic wholesale and farm level prices 
of rice and maize, whereas, the prices of 
edible oil and oilseeds like rapeseedfmus- 
tard would decline. The impact would be 
moderate on rice price and quite strong 
on maize price. Free import of rapeseed- 
mustard oil would render its oil substan¬ 
tially cheaper. Though rice possesses ex¬ 
port competitiveness, free trade in rice 
would lead to a small net social loss to the 
country, in the case of tmuze, liberalisation 
of trade is found to be highly beneficial 
to the country. Free import of rapeseed- 
mustard results into loss of producer 
surplus, but ihis loss would be much smaller 
than the corresponding gain to consumers. 


Access to international prices under free 
trade would not compensate the reduction 
in income due to removal of input sub¬ 
sidies for a crop like rice which uses hi^ 
levels of fntiliser and irrigation. In the 
case of maize, negative income efrect of 
removing subsidia is more than offret by 
liberalisation, bi the case of rapeseed- 
mustard. libmnlisation of oil imports would 
reduce the net return to frrmm by one- 
fourth of the existing net returns. Along 
with this, if subsidies are removed the net 
return declines by about a third. 

Trade liberalisation is a mixed bag and 
its impact would vary from commodity to 
commodity. There is some scope for in¬ 
creasing benefits from trade liberalisation 
by reducing domestic marketing costs and 
by tapping proper markets for imporfr. In 
our opinion, signals from ratio of domes¬ 
tic to global price should not be stretched 
too far. There should not be major policy 
shift for important crops like foodgrains 
and oilseeds based on global price signals 
as these {nices may not be realised in 
actual trade. Even as agriculture is sub¬ 
jected to world competition, some domes¬ 
tic policy support must continue. 


Table 10: Impact op Trade Liberalisation on Gross and Net Return prom Selected Crops 


Particular 

Paddy 

Punjab 

Mai» 

Madhya Pradesh 

Mustard 

Rajasthan 

1 

2 

Yield (100 kg) 

Farm level output price under different 
scenarios (rupees/tonne) 

46.03 

12.35 

11.43 


a Base scenario TE 19^97 

4129 

3799 

10473 


b Base scenario with trade liberalisation 

4189 

4614 

8819 


d Free trade scenario with full WTO impaci 

4534 

4834 

9114 

3 

Input subsidies/hectare: Total* 

2974 

729 

719 


a Irrigation 

344 

81 

95 


b Power 

1946 

517 

399 

4 

c Feililiser 

Gross returns under different scenarios: 

684 

131 

225 


a Base scenario TE 1996-97 

19006 

4692 

11971 


b Base scenario with trade liberalisation 

19282 

5698 

10080 


c Base scenario with trade liberalisation 
and removal of input subsidies 

16307 

4970 

9361 


d Free trade scenario with full WTO impaci 

20870 

5970 

10417 

5 

e Free trade scenario with full WTO 17896 

impact and removal of subsidies 

Net retum over operating cost under different scenarios 

5241 

9698 


a Base scenario TE 1996-97 

I0S81 

1582 

7478 


b Base scenario with trade liberalisation 

10858 

2589 

5588 


c Base scenario with trade liberalisation 
and removal of input subsidies 

7883 

1860 

4868 


d Free trade scenario with full WTO impaci 

12446 

2861 

5925 

6 

e Free trade scenario with full WTO 
impaci and removal of subsidies 

Net letum over total cost under different scenarios 

9471 

2132 

5206 


a Base scenario TE 1996-97 

3482 

-108 

4563 


b Base scenario with trade liberalisation 

3758 

898 

2672 


c Base scenario with trade liberalisation 
and removal of input subsidies 

783 

170 

1953 


d Free trade scenario with full WTO impact 

5346 

1170 

3010 


e Free trade scenario with full WTO 
impact and removal of subsidies 

2371 

441 

2290 


Note: * Procedure adopted in estimation of input subsidies and sources of the same are explained in 
endnote 2. 


A-158 


Econorriic and Political Weekly December 25, 1999 



AwBwxfcEwTiiATiowoi'PKooucaANpCoMUMaSuiiaiaANDNgrSociiU.QuH 


Scenario 


Producer 


Consumer 


Price 

Quantity Supplied 

Price 

Quantity Demanded 

Base scenario TE 1996-97 

Base scenario with trade 

PI 

Ql 

Rt 

01 

liberalisation 

Free trade scenario with 

P2 

Q2 

R2 

02 

full WTO impact 

P3 

Q3 

R3 

D3 


quanlitiet are computed a« under: 

Supply atP2 * Ql+Ql K{P2-Piyplj 
Supply «P3 = Ql+Ql R(P3-P1VPIJ 
Demand at P3 s DU 01 ir|(R2 - R1)/R1] 

Demand at R3 = DU D1 (tKR 3 - RlVRl) 

Change in producen* surplus due to 
trade liberalisation in base scenario s(P2 - PI) (QI'KQ2 - Ql)/2| 
free trade and full effect of WTO »(P3 - Pi) [QU(Q3-Qt)/2] 

change in international prices from base scenario to full WTO effect =(P3 - P2) IQ2'KQ3 - Q2)f21 
Change in consumers* surplus due to 
liberalisation in base scenario s (R| - R2) (D2-KD2 - Dl)f2) 
free trade with full WTO effecMRl R3) (DS+fOS - DI)/2] 

change in international price (iom base scenario to full WTO effect 3(R2 - R3) ID3-KD3 - D2)f2) 
Net social gain « Change in producer surplus+change in consumer surplus 


Aitendix II: Esimates of Cost op CuLtiVATioN/PRODucTioN and Related Data Pes Heltase 


Particular 

Paddy 

Punj^ 

1995-96 

Maize 

Madhya Pradesh 
1995-96 

Rapeseed/Mustard 

Rajasthan 

1995-96 

Return 




Yield (km) 

4603 

1235 

1143 

Price (Rs/tonne) 

3800 

40.50 

10160 

Gross return 

17491 

3002 

11613 

Material and labour inputs 




Seed 




Amount (kg) 


21.47 

5.39 

Unit price 

281.21 

5.44 

20.35 

Fertiliser 




Amount (kg) of nutrients 

156.99 

29.98 

51.70 

Unit price 

8.47 

8.34 

13.46 

Manure 




Amount (lOOkg) 

29.45 

2.04 

1.04 

Unit price per 100 kg 

3.05 

28.85 

17.66 

Human labour 




Amount (hours) 

493.62 

444.54 

365.29 

Wage rate (hour) 

6.26 

4.24 

5.52 

Animal labour 




Amount (hours) 

4.77 

67.10 

16.92 

Wage rate (hour) 

14.77 

9.39 

12.02 

Machine labour charges (Rs) 

1260 

117 

837 

Insecticide (Rs) 

609 


7 

Irrigation charges (Rs) 

1480 


519 

Interest on working capital (Rs) 

213 

51 

86 

Rental value of owned land (Rs) 

4600 

1368 

1891 

Rent paid for leased-in land (Rs) 

1453 

- 

73 

Land revenue, cesses and taxes (Rs) 

3 

6 

11 

Depreciation on implements and farm buildings (Rs) 

193 

101 

113 

Interest on fixed capital (Rs) 

851 

215 

827 

Operational costs 

8424 

3109 

4492 

Hxed costs 

7100 

1690 

2913 

Total cost 

13324 

4800 

7408 

Net return over operating cost 

9067 

1892 

7121 

Net return over total cost 

1967 

202 

4205 


Smote cfbasU data:. Hiepon of the Ctmuniaion on AftrictUtuni Cans end Prices, 1997aiid IVW.CACP, 
Government of India, New Ddhi. 


Notes 

(The paper is drawn from the Mudy 'Effects of 
Trade Liberalisation on Agriculture in Selected 
Asian Countries* sponsored by CGPRT Centre, 
ESCAP - UN, Bogor, Indonesia.) 


I The impact of trade liberaUsation on farm 
harvest prices has been estimated through 
price linkage equation linking the change in 
central market price with farm harvest price 
(see Chand 1999 for details). The relationship 


was estimated in log linear form baaed on the 
data for die period 1976-77 to I994-9S as; 
log (farm level price of crop) *6,-6, log 
(central market price of crap). 

The price lirdtage equations indicale that 1 per 
cent change in mustard oil price in central 
market (Kanpur in our case) results in 0.88 per 
cent change in the farm level price of rapeseed- 
musiard seed. The elasliciiy of transmission is 
1.04 in the case of paddy, 0.86 per cent for 
gram and 1.03 per cent for maiie. 

Per hectare power subsidy is estimated Oom 
the total power subsidy to agriculture .sector 
in the selected stales as reported by Srivostava 
and Sen (1997). Estimate of total irrigation 
subsidy was taken from Shaima (1998) to 
arrive at per hectare subsidy as; 

Per hectare subsidy for ith crop * 

Total iirigation subsidy ( ^»poriion of 
“trail Wgoied ar^a 

I imgalion 

Fertiliser subsidy to different crops has been 
distributed based on per hectare u-se of fertiliser 
plant nutrients (see CTiund 1999 for details). 
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Agriculture in In^ia and Pakistan, 1900-95 

Productivity and Crop Mix 

Takashi Kurosaki 

In the context of economic liberalisation during the 1990s, we investigate the performance of agriculture 
in India and Pakistan, 1900-95, from historical and comparative perspectives. Based on a new data set 
that corresponds to the current border, we show a distinct turnaround at the time of partition in 1947 - 
the stagnant performance of agriculture in India and Pakistan during the colonial period was turned into 
a sustained growth since 1947, with a stronger performance in India especially in terms of per capita food 
production. Empirical investigation in this paper gives support to the view that institutional changes have 
significant effects on agricultural production in India and Pakistan. Farmers have responded to changes 
in institutions and policies, adjusting their crop mix and production technology. 


I 

Introduction 

IN 1997, which marked the SOth year of 
independence for India and Pakistan, a 
number of articles appeared in magazines 
and journals, criticallyevaluatingcconomic 
performance of these countries. Most of 
these articles, especially those based on 
relevant economic data, focused on the 
50-ycar period from 1947 to 1997. That 
focus does not imply that an analysis with 
a longer time horizon is not required, but 
merely indicates difFiculty in obtaining 
consistent data sets. Although there is a 
rich accumulation of economic data dur¬ 
ing the colonial period, most of them are 
not qualitatively comparable with those 
for the post-independence period and/or 
they cover areas different from the current 
international border.' 

This paper is an attempt to remedy this 
difficulty, focusing on production of major 
agricultural commodities. Based on a new 
data set compiled by the author, which 
corresponds to the current border, we 
quantify the performance of agriculture in 
India and Pakistan during the 20th century, 
i e, from 1901-02 to 1995-96. Although 
it is true that the .state of Pakistan did not 
exist before I947.investigating agricultural 
production trends for ‘fictitious' Pakistan 
before 1947 would give us valuable in¬ 
sights, since farming is carried outon land, 
which is immovable by definition. In the 
followings, ‘India’ and ‘Pakistan’ refer to 
the areas delineated by the current inter¬ 
national border. 

The main purpose of this exercise is to 
derive impl^tions to agricultural policies 
in the conWtt of economic liberalisation 
during the 1990s. A longer time horizon 
and a comparative perspective (India vs 
Pakistanjdistlnguish this paper from earlier 
works. Some of the previous studies on 
agricultural production in the colonial 
period deal with undivided India 


(Sivasubramonian I960,1997], some deal 
with British India [Blyn 1966], and others 
deal with areas of contemporary India 
[Roy 1996], but very few investigate the 
case for areas of contemporary Pakistan 
in a way comparable with that for India. 
If we restrict ourselves to Punjab, there 
are a few good studies with comparative 
perspectives between Indian Punjab and 
Pakistan Punjab [Prabha 1969; Dasgupta 
1981; Sims 1988] but their coverage is 
geographically limited. 

To quantify agricultural development in 
India and Pakistan, three types of indices 
are adopted in this study. First, the growth 
performance of total production is exam¬ 
ined. Second, the totai output is divided 
by population or area to obtain indices of 
partial productivity. Third, changes in crop 
composition are investigated. The first 
two categories have been investigated in 
the existing literature [see Guha 1992 for 
an example for British India]. The last one 
is a relatively unexplored subject but 
included in this paper os a key section, 
because a move toward high value-added 
crops in markets plays an important role 
in aggregate growth in agriculture, even 
without changes in production technology 
for individual crops.^ 

The paper is arranged as follows. We 
di.scuss the nature of our data set in 
Section II. In Section III, we investigate 
the growth performance of major crops for 
India and P^istan, followed by Section IV, 
in which we examine the crop compo¬ 
sition with diversifleation as a keyword. 
We summarise findings and implications 
of this paper in Section V. 

II 

Data 

This study is based on a new data set 
compiled by the author that corresponds 
to the current border in India and Pakistan. 
Details of data compilation, assumptions. 


and intermediate estimates are given in 
Kurosaki (1998a). This paper uses a cor¬ 
rected and expanded data set from Kurosaki 
(1998a), covering the period from 1901- 
02 to 1995-96.3 

The focus of the paper is on production 
of principal crops, which ate important in 
contemporary India and Pakistan, and for 
which detailed data on production and 
prices are available from the British pe¬ 
riod. For India, 18 crops are included; 
under foodgrains - rice, wheat, barley, 
jowar (sorghum), bajra (pearl millet), 
maize, ragi (finger millet), gram (chickpea); 
under oilseeds - linseed, .sesamum, rape 
and mustard, groundnut; and other crops 
such as sugarcane, tea, coffee, tobacco, 
cotton and jute. These crops currently 
occupy more than two-thirds of the total 
output value from the crop sector and 
more than half of the total output from 
agriculture, and their contribution was 
higher in the colonial period. For Pakistan, 
all 12 crops included in the major crops 
subsector arecovered, i e, rice, wheat, barley, 
jowar, bajra, maize, gram (foodgrains); 
rape and mustard, sesamum, sugarcane, 
tobacco, and cotton. The major crops 
subsector occupies about 70 per cent of 
value added from crops and at>out 40 per 
cent of value added from agriculture, and 
its share was higher in the colonial period. 

The essence of data compilation pro¬ 
cedures for the colonial period is extracted 
from Kuro.saki (1998a). To adjust for 
changes in boundaries, we first re-investi- 
gate the data base compiled by Sivasubra¬ 
monian (1960, 1997), who extrapolates 
official statistics to uncovered regions in 
princely states and British provinces in 
order to compile statistics for the whole 
of undivided India, i e, the sum of India. 
Pakistan, and Bangladesh today, for the 
period from 19(X)-01 to 1946-47. As an 
intermediate step, we first subtract the 
parts corresponding to Pakistan and 
Bangladesh from this data base. 
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'nien in the next step, we compile in¬ 
dependent estimates for areas of contem¬ 
porary Pakistan in the pre-1947 period 
using district-level data reported in5e<uon 
and Crop Reports from I^njab, Sind (or 
Bombay-Sind), and the North-West Fron¬ 
tier Province (NWFP). As the sum of the 
three regions does not coincide vt ith the 
current Pakistan areas, we extrapolate data 
for princely states and tribal areas from 
those in the closest years and the geo- 
graphically-closest areas. 

In the last step, we replace the e.xtimates 
for areas of contemporary Pakistan ob¬ 
tained in the first step by those in the 
second step after the latter is shown to be 
superior to the former. Appendix of 
Kurosaki (1998a) gives rh final estitnates, 
which are approximately comparable with 
data for the post-independence period in 
their geographical coverage. The time 
series data used in this paper, therefore, 
are tentative in nature and we are continu¬ 


productivity measures. 

Figure 1 indicates the reversal of trends 
at the time of independence in 1947 in 

TAHLh I: Rt.sui.Ts (It Growth KtoRt.ssiON rih Ri al Oirnnn Vaiui-, Inima 


India - up to then, agricultural production 
stagnated, not only its total value but also 
its value divided by pop’ilation or area; 
since then, all the three measures contin¬ 
ued to grow. A surprising finding is that 
the reversal occun^ before the break¬ 
through in the cereal production technology 
known as the green revolution in the late 
l9W)s. 

Table I shows statistical results to 
quantify the level of growth ratc,^ its 
.significance, and its variability. To smooth 
out short-term fluctuations, we estimate 
a time series model for Y, in the form of 

Y, = a,, + a, t + u, ...(I) 

where t is measured in years and u, is an 
iid error temi. We estimate equation (1) 
by the OLS for each decade and then 
for the periods before and after indepen¬ 
dence. The first column of Table 1 gives 
coefficient estimates fora,.The totaloutput 
value grew very little up to the partition. 
Since then, its growth rate wa.s 2.S to 4.2 
percent a year and statistically significant. 
The column for 'variability' .shows how 
variable the output was around the fitted 


ffVr i-rnO 


Period 


_ Toial Value _ Value Per Cag ila_V alue Per Land 

Growth Kate Variiihility Growlh Kate Variubilily Growth Kale Variability 


1901-02 to 191011 

1 04 

n.K 

0.39 

11.8 

-0.26 

9.8 

1911-12 to I92U-21 

-0.88 

13.0 

•0.97 

13.0 

■0.40 

80 

1921-22 to 1930--1I 

-0.08 

2.6 

-I 09*** 

2 6 

0.41 

2.4 

19.31-32 to 1940-41 

0.24 

4.0 

-1.16** 

4.0 

0.10 

.3.0 

1941-42 to I9S0-3I 

-0.53 

4.2 

■1.78*** 

4.2 

-1,4.5** 

4.0 

l9St-52 to 1960-61 

4.24*** 

.5.1 

2.28*** 

S.I 

2.34*** 

4.2 

l%l-62 to 1970-71 

2.53** 

8.8 

0.32 

88 

1.89** 

7.2 

1971-72 to 1980-81 

2.62** 

7.1 

0.41 

7.1 

2.12*** 

.5.6 

1981-82 10 1990-91 

3.21*** 

6.2 

1.08 

6.2 

3.23*** 

3 7 

1991-92 to 199.<i-96 

.3.01*** 

2.0 

1.03 

2.0 

2.4!*** 

1.8 

1901-02 to 1946-47 

0.48*** 

8.5 

-().34** 

96 

-0 01 

6.3 

1947-4« to 1995-96 

2.87*** 

6.5 

0./4*** 

6.8 

2.18*** 

6.5 


Sotey. 'Growth rale' shows a CitefTicient estimate on time trend for the OI.S regression model (I). 
*** shows the tocfficieni is significant at I per cent level ** at ^ per cent level, and * at I per 
cent level (two-sided lest) 'Variability' shows an esliinale for Ihr cocflicicnt of variation 
around the fitted values from the 01.$ regression model (I). Ilie ccKfficienI of variation was 
approximated by the standard error of the regre-ssion miHlel (1 >. 


ing to improve them in the project. How¬ 
ever, we believe that these adjustments are 
minor and will not change the results 
reported below qualitatively. 

Ill 

Growth of Principal Crops 

We aggregate outputs from all principal 
crops using fixed price weights of 1960^1 
for India and 1959-60 for Pakistan, re¬ 
ported in Kurosaki (1998a). The choiceof 
other base years, i e, 1938-39 and 1980- 
81, do not a^ect the following results. We 
divide the total output thus calculated by 
the total acreage and die total population 
in Kurosaki (1998a) to obtain partial 


Source: Author's estimates. 

Taule 2; RE.SULTS of Growth RFAtRii-ssiON for Reai. OiriFui Valuf., Pakistan 

(Per cenli 


Total Value Value Per Capita Value Per hand 

Period Growth kale Variability G.ow'th' Kate Variability Growth Kate Variubilily 


1901-02 to 1910-11 

4.32** 

15.1 

2.75 

15.1 

099 

10 9 

1911-12 to 1920-21 

-0.33 

14.6 

-1.18 

14.6 

-0 19 

6.6 

1921-22 to 1930-31 

-0.64 

10.3 

-1.73 

10 3 

-1.15 

7 4 

1931-32 to 1940-41 

2.81*** 

5.8 

0.97 

5.8 

I.K6*» 

5.1 

1941-42 to 1950-51 

0.05 

6.7 

-2.92*** 

6.7 

0.19 

3.4 

1951-52 to 1960-61 

3.44*** 

5.2 

1.00 

5.2 

I.66*»* 

3.3 

1961-62 to 1970-7! 

5.85*** 

5.2 

3.00*** 

5.2 

3 93*** 

45 

1971-72 to 1980-81 

3.24*** 

3.7 

0.18 

3.8 

1.75*** 

3.3 

1981-82 to 1990-91 

3.50*** 

5.2 

0.45 

5.2 

2 64*** 

5.3 

1991-92 to 1995-96 

0.93 

6.3 

-J 96 

6.4 

-0.48 

6.4 

1901-02 to 1946-47 

1.30*** 

12.8 

-0.03 

11.9 

0..38*** 

8.6 

1947-48 to 1995-96 

3.67*** 

7.2 

0.77*** 

7.2 

2.38*** 

6.5 


Nates: Sec Table 1. 
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Fnuiie 2: Index op Real Oittput Value peom Principal Crops in Pakotan, 1901-02 to I99S-96 



Fkiure 3; IVoDiJcnoN op Maior FboocRAiNs in India, 1901-02 to 199S-96 
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Production on level —Annual producOon per capita — Land productivity (right axis) 


performance during the colonial period 
was stronger in Paldstan than in India in 
several aspects. First, the total output value 
increased during the colonial period also, 
although its growth rate was lower than 
in the post-colonial period. Second, the 
per capita output v^ue declined signi¬ 
ficantly only during the 1940s and the 
decline was not significant all through the 
colonial period. Third, the {mxiuctivity of 
land improved during the colonial period 
with a statistically significant rate, although 
the growth rate was lower than in the post¬ 
independence period. 

The superior performance in Pakistan 
during the colonial period is not surprising 
considering the rapid expansion of canal 
irrigation networlu in the Indus Basin 
[Hirashima 1978; Islam 1997]. The irri¬ 
gation networks contributed to the rapid 
spread of the green revolution of whrat 
in Pakistan since the late 1960s. An in¬ 
teresting difference between India and 
Pakistan in the post-independence period 
is that the improvement of land produc¬ 
tivity in Pakistan peaked during the 1960s, 
the era of the green revolution, and since 
then it stagnated without any acceleration 
of growth rates. 

We investigate the simple sum of out¬ 
puts from major foodgrain crops as a 
measure of food production. For this 
purpose, calorie-ba^ weights might be 
better but the weight of unity is used as 
their proxy. 

The total production of major foodgrain 
crops in India (rice, wheat, jowar, bajra, 
barley, maize, ragi, and gram) stagnated 
until 1947 but experienced a sustained 
growth since then (Figure 3). In terms of 
land productivity and per capita food 
production, the reversal of trends at par¬ 
tition is more distinct. Both measures 
continued to decline during the pre-1947 
period and continued to increase during 
the post-1947 period. 


values in terms of the coefficient of varia¬ 
tion. The total output value was the most 
variable during the 19(X)s and 19I0.s but 
has subilised since then due to develop¬ 
ment of irrigation. 

Table 1 indicates that per capita output 
declined in the colonial period and the 
decline was statistically significanr. Since 
independence both per capita output and 
per acre output grew at .statistically sig¬ 
nificant growth rates with acceleration in 
land productivity in recent years. 

Figure 2 and Table 2 show results for 
areas of contemporary Pakistan. Pakistan 
also experienced a breakthrough at par¬ 
tition in a way similar to India. Looking 
more closely, we find that agricultural 


Table 3: Results of Growth Reoression for FOouorains Produciton Quantitv, India 

(Per cent) 


Total Metric Tonnes Tonnes Per Capita _ Tonnes Per Land 

Period Growth Rate Variability Growth Rate Variability Growth Rate Variability 


1901-02 to 1910-11 

0.89 

12.6 

0.24 

12.6 

-0.19 

10.4 

1911-12 to 1920-21 

-1.25 

15.1 

-1.34 

15.1 

-0.89 

9.9 

1921-22 to 1930-31 

-0.84 

4.2 

-1.85*** 

4.2 

-0.61 

3.3 

1931-32 to 1940-41 

-0.36 

3.3 

-1.76*** 

3.3 

-0.20 

2.9 

1941-42 to 19S0-51 

-0.62 

5.0 

-1.87*** 

5.0 

-1.93*** 

5.0 

19S1-S2 to 1960-61 

4.13*** 

7.3 

2.17** 

7.3 

2.35*** 

5.4 

1961-62 to 1970-71 

3.26** 

10 3 

1.05 

10.3 

2.42** 

8.1 

1971-72 to 1980-81 

2.93*** 

7.7 

0.73 

7.7 

2.41*** 

6.3 

1981-82 to 1990-91 

3.01*** 

6.2 

0.87 

6.2 

3.21*** 

4.1 

1991-92 to 1995-96 

2.69* 

3.3 

0.71 

3.3 

2.20* 

2.2 

1901-02 to 1946-47 

0.12 

9.5 

-4).70*** 

10.3 

-0.32*** 

7.2 

1947-48 to 1995-96 

2.90*** 

7.2 

0.77*** 

7.4 

2.30*** 

7.0 


Notes and Sources: Same as Table 1. 
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wheat, jowar, bajra. barley, maize, and 
gram). In Pakistan also, the turnaround at 
its independence in 1947 was signiflcant 
- the SO-year long stagnation of food 
production was turned into a sustained 
growth since 1947. Unlike in India the 
torn! production increased even during the 
pie-1947 period in Pakistan, although at 
a low rate. The improvement in land 
productivity was similar to that in India, 
which might be a disappointing finding 
for Pakistan since it inherited superior 
irrigation networks at partition and its land 
allocation among foodgrains is more to¬ 
ward rice and wheat (see Section IV), the 
crops of die green revolution. In terms of 
percapita production. Pakisutn's perform¬ 
ance during the post-1947 period was not 
satisfactory. Per capita production of 
foodgrains was improved to the level 
around 180 kg during the 1990$, but it is 
still much lower than the level once en¬ 
joyed at around 250-300 kg in the early 
20th century. 

Tables 3 and 4 show the performance 
of foodgrains in statistical formats. In India, 
growth rates changed fiom non-significant 
or negative during the pre-1947 period 
into positive and statistically significant 
during the post-1947 period. The variabi¬ 
lity also went down in every category. 
Pakistan’s experience was qualitatively 
the same but in a less dramatic fashion. 

An interesting comparison is found for 
the growth rates of three measures after 
independence. Growth rates in land pro¬ 
ductivity were similar in the range from 
2.2 to 2.3 per cent. Due to a more rapid 
expansion of area.s, Pakistan enjoyed a 
higher growth rate of the total tonnes at 
3.4 per cent compared with India’sgrowth 
rate at 2.9 percent. Nevertheless, percapita 
food production increased fa.ster in India 
at 0.8 per cent than in Pakistan at 0.5 per 
cent, lliis is mostly due to higher popu¬ 
lation growth in Pakistan. 


Although India’s achieveimnt in food 
production since 1947 has been phenom¬ 
enal, the absolute level of food production 
is still low. Total food production in the 
1990s was less than 200 kg per capita, 
which is sufficient only for a minimum 
diet with little room fortransfoiming grains 
into animal protein. It might be shocking 
to see that the level of per capita food 
production close to 200 kg is what India 
enjoyed during the early 20th century. 
Even after 40 years of sustained improve¬ 
ment since independence, dw absolute level 
of land productivity at around 1,600 kg/ 
ha is also low by international standard. 

Figure 4 shows the total production of 
major foodgrain crops in Pakistan (rice. 


Table 4: Resulis of Growth KrxiREssioN h» FomxiRAiNS Prcwuctkin OdANTTry, Pakwta-j 

(frreeni) 


Total Metric Tonnwi Towim Per Capita Tonnes Per Land 
Period Growth Rate Variability Growth ftatc Variability Growth Kate Variability 


1901-02 to 1910-n 

4.27* 

17.1 

2.70 

17.1 

0.84 

12.6 

1911-12 to 1920-21 

-1.58 

16.1 

-2.44 

16.1 

-1 26 

7.8 

1921-22 to 1930-31 

-0.85 

12.8 

-1.04 

12.8 

-1.13 

96 

1931-32 to 1940-41 

0.96** 

2.8 

-0.88** 

2.8 

0.86 

4.7 

1941-42 to 1950-51 

-0.19 

7.9 

-2.64** 

7.9 

0.02 

38 

1951-52 to 1960-61 

3.31*** 

8.5 

0.86 

8.5 

1.48** 

5.3 

1961-62 h) 1970-71 

5.89*** 

9.5 

3.04** 

9.5 

4.15*** 

8.3 

1971-72 to 1980-81 

4.32*** 

3.3 

1.25*** 

3.3 

2 59*** 

3.1 

1981-82 to 1990-91 

1.91*** 

4.3 

-1.15** 

4.3 

1.13** 

4.0 

1991-92 to 1995-96 

2,76** 

2.2 

-0.12 

2.3 

1.30 

2.2 

1901-02 to 1946-47 

062*** 

14.3 

-0.70*** 

13.5 

-0.09 

9.4 

1947-48 to 1995-96 

3.38*** 

11.2 

0.48*** 

10.6 

2.21*** 

10.1 


Sources and Notes: Same as Table I. 
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FtcuRE 6: pRODUcnoN of Wheat in Indu, 1901*02 to 1995-96 



this reversal may include the food produc¬ 
tion campaigns just after the petition, 
national programmes for agricultural 
extension and rural developimm, espe¬ 
cially in India, and institutional reforms 
including land reforms in India during the 
1950s. Another important factor in in¬ 
creasing crop areas as well as land pro¬ 
ductivity could be the expansion of irri¬ 
gation since independence. 

It should be emphasised that, even with 
no changes in land productivity of indi¬ 
vidual crops and in available land for 
cultivation, agricultural output can grow 
by shifting the crop mix tow^ high value 
crops. This shift is accelerated when rain- 
fed land is turned into irrigated land. As 
is shown in Tables 1 and 5 for India and 
in Tables 2 and 6 for Pakistan, the aggre¬ 
gated agricultural output per unit of land 
did increa.se during the 19S0s at a statis- 


—Production - - - Areas 

In the above discussion, we emphasise 
the finding that the reversal of trends in 
agricultural growth occurred before the 
green revolution. Figures 5 to 8 and 
Tables 5 and 6 .show the growth record of 
the green revolution crops, i e, rice and 
wheat, in a more traditional framework: 
production, areas, and yields. 

The pattern depicted in Figures 5 and 6 
for India is similar to the one forfoodgrains 
in Figure 3 - .stagnation up to partition and 
■sustained growth since then. As is widely 
known and as isconflnned in Table S from 
our data set, the major source of growth 
in the earlier period after independence 
was expansion in areas (1940s to 1970s 
for rice; 1950s to 1970s for wheal) and 
in recent years was improvement in yields 
(i980s and 1990s for rice; 1960s to 1980s 
for wheat). Throughout the post-indepen¬ 
dence period, yield contribution was larger. 
Nevertheless, the absolute level of land 
productivity during the 1990s (about 1.8 
tonne.s/ha for rice and 2.5 tonne.s/ha for 


_Yield (right axis) tically signiricant rate, although per acre 

productivity of majorcrops (rice and wheat) 
agricultural production in India and Pa- did not increase much during the same 
kistan, leading to a sustained growth of period. Therefore, one of the most rm- 
total output, per capita production, and portant factors for the reversal at the time 
land productivity. Factors responsible for of partition should have been a change 


Table 5; Growih Rats.s oh Productk>n, Area and Yield oh Rice and Wheat in India 

(Per cent) 


Period 

Production 

Rice 

Area 

Yield 

Production 

Wheat 

Area 

Yield 

1901-02 to 1910-11 

0.58 

1.04*** 

-0.47 

1.31 

1.04 

0.27 

1911-1210 1920-21 

-1.33 

0.27 

-1.60 

-2.67 

-1.66 

-1.02 

1921-22 to 1930-.TI 

-0.49 

-0.06 

-0.43 

-0.63 

1.14** 

-1.77 

1931-32 to 1940-41 

-0.86 

0.73*** 

-1.60** 

0.96* 

-0.18 

1.14* 

1941-42 to 1950-51 

1.23 

3.20*** 

-1.97** 

-1.68 

-0.86 

-0.82 

1951-52 to 1960-61 

4.34*** 

t..53*** 

2.82*** 

4.97*** 

3.64*** 

1.33 

1961-62 to 1970-71 

1.90 

0.77*** 

1.13 

8.88*** 

3.18*** 

5.70*** 

1971-72 to 1980-81 

2.59* 

0.97*** 

1.63 

4.78*** 

2.31*** 

2.47*** 

1981-82 to 1990-91 

4.11*** 

0.60 

3.51*** 

3.33*** 

0.36 

2.97*** 

1991-92 to 1995-96 

2.43* 

0.35 

2.07* 

3.74** 

1.96** 

1.78 

1901-02 to 1946-47 

0.01 

0..37*** 

-0.36*** 

0.33** 

0.62*** 

-0.29** 

1947-48 to 1995-96 

2.75*** 

0.84*** 

1.92*** 

5.47*** 

2.33*** 

3.14*** 


Notes: Each number shows a coefTicient estimate on lime trend for the OLS regression model (I). 
*** shows the coefficient is significant at 1 percent level, ** ai 5 percent level, and * 
at I per cent level (two-sided test). 


Source: Author's estimates. 


wheat) is not high by international standard. 

In Pakistan, the pattern of wheat pro¬ 
duction in Figure 8 is similar to the one 
for foodgrains in Figure 4.^ llte impetus 
in wheat yield improvement during the 
green revolution was almost lost, how¬ 
ever. The growth rate of wheat yields 
peaked during the 1960s and has stagnated 
in recent years, which raises serious con¬ 
cern among Pakistani policy-makers. 
Byertee and Siddiq (1994) attribute this 
stagnation to a number of factors including 
increased cropping intensity, poor quality 
groundwater, low fertiliser efficiency, and 
increased weed and disea.se lo.s.ses. 

The above findings suggest that inde¬ 
pendence in 1947 reversed the trends of 


Tarie 6: GRtiwrti Rates of Production. Area, and Yield oh Rice and Wheat in Pakistan 

(Per cent) 


Period 

Production 

Rice 

Area 

Yield 

Production 

Wheat 

Area 

Yield 

1901-02 to 1910-11 

1.02 

1.57 

-0.54 

5.10* 

4.02** 

1.09 

1911-12 to 1920-21 

0.84 

2.28** 

-1.44 

-1.86 

-1.07 

-0.80 

1921-22 to 1930-31 

0.38 

1.62** 

-1.24 

-0.89 

0.41 

-1.30 

1931-32 to 1940-41 

-0.11 

1.88*** 

-1.99* 

2.88*** 

1.70*** 

1.19 

1941-42 to 1950-51 

-0..14 

0.65 

-0.98 

0.23 

-0.10 

0.32 

1951-52 to 1960-61 

3.14*** 

3.36*** 

-0.23 

3.81*** 

2.28*** 

1.53 

l‘)61-62 to 1970-71 

8.81*** 

3.16*** 

5.65*** 

7.04*** 

2.83*** 

4.21*** 

1971-72 lo 1980-81 

4.41*** 

4.10*** 

0.31 

5.38*** 

2.11*** 

3.27*** 

1981-82 to 1990-91 

-0.62 

0.73* 

-1..35*** 

2.65*** 

0.94*** 

1.71** 

1991-92 to 1995-96 

5.03 

1.35 

3.68 

2.01 

1.07 

0.94 

1901-02 to 1946-47 

1.43*** 

1.14*** 

0.29** 

0.84*** 

0.89*** 

-0.05 

1947-48 to 1995-96 

3.95*** 

2.11*** 

1.84*** 

3.98*** 

1.62*** 

2.36*** 


Notes and Sources: Same as Tabic S. 
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in crop composition toward high value 
crops. 

Before we discuss that, let us compare 
the results above with tho.se from existing 
literature. Considering the fact that we 
calculate gross ou^nit only, patterns de¬ 
picted in Figures 1 and 2 during the colonial 
period are reasonably close to those in 
Sivasubramonian’s(1960,1997)estimates 
for value added. Hie overall growth rates 
during the pre-1947 period reported in 
Sivasubramonian (1997) lie between our 
estimates for the total output value for India 
and Pakistan. A new insist from this paper 
is that the positive growth rate in undi¬ 
vided India was mostly attributable to the 
growth that occurred in the areas currently 
in Pakistan. 


Chandra (1982) summarises results from 
earlier studies including Blyn's (1966). 
We confirm the e.stablishcd pattern from 
these studies that agricultural production 
increased until 1917-18, followed by fluc¬ 
tuations with their average lower than the 
previous peak until the next peak at 1936- 
37, and that a .steady growth in output was 
achieved since independence. We decom¬ 
pose this pattern into contributions from 
the areas currently in India and in Pakistani 
separately, to find a contrast that Pakistan 
areas were more favoured agriculturally 
during the British period but Pakistan’s 
superiority in growth performance was 
reduced during the post-independence 
period. This contrast is demonstrated in 
earlier studies that compared agricultural 


performance in West and East Punjab - 
Prabha (1969) quantifies this contrast 
through investigation on official data and 
Sims (1988) explains it through a political 
economy approach. Hiis study has added 
a new evidence that the contrast con be 
extended to the country level between 
India and Pakistan. 

To summarise, our results show that per 
capita growth in agricultural production 
was zero or negative during the colonial 
period and positive during the post-inde¬ 
pendence period. Underrcasonablea.<isum- 
ptions on the growth rate of agricultural 
labour force before 1947 and based on 
official labour force .statistics since inde¬ 
pendence, these rinding.s suggest that the 
growth rale of real output per agricultural 
worker became positive only during the 
post-1947 |x:riod. In this .sen.se, agricul¬ 
tural transformation was sustained in India 
and Paki.stan only during the post-inde¬ 
pendence period. 

IV 

Changes in Crop Composition 

An imponant aspect of agricultural trans¬ 
formation is changes in crop composition 
and divcrsification/spccialisation. Four 
measures oj' crop composition are em¬ 
ployed in this paper. I^t S, be the share 
of crop i in the sum of the principal crops 
covert in this paper, in terms of areas or 
output values. Our first two measures arc 
from indu-strial organisation literature to 
measurcconccnlration: CR3 and HHI. CP 3 
is simply the concentration ratio of the top 
three crops, i c, 

CR3 = S,^MAX3^i -^2) 

which measures the absolute concentra¬ 
tion into a few dominant crops. HHI is 
Hirshman-Hcrfindahl index dellned by 

HHI = I, S,2 ...(3) 

which incorporates the effects of both the 
absolute concentration and the relative 
concentration. 

In addition to these two measures, we 
calculated .SRW defined as the sum of 
shares of rice and wheat divided hy the 
sum of shares of all fiKidgrains F(>, i c, 

SRW = (S, -I- .M) 

which shows the tendency to grow the two 
green revolution crops instead of various 
kinds of coarse grains or pulses, 'fhe last 
measure .SNF is defined as the sum of 
shares of non-f(K)dgrain crops NF, i e, 

SNF- = -(5) 

which is a crude measure of the tendency 
toward growing non food, purcca.sh crops. 
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Figuiib 9; Ckof Concentration iNoirEs for Inina, 1901-02 to 1995-96 
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Fioiirf. 10; Cr(n> Compo.sitk>n lNnicc.s for India, 1901-02 to 1995-% 
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Figure 9 plot.5 concentration measures 
of CR3 and H HI for India based on cropped 
area. A distinct pattern emerges after 
independence - both CR3 and HHI in¬ 
creased continuously since the mid-1950$. 
The pattern is the same but with steeper 
slopes if we use measures based on output 
values instead of those based on cropped 
areas. Therefore, as far as the data suggest. 
Indian agriculture has been experiencing 
steady concentration of crops since the 
mid- 19S0s, when agricultural transforma¬ 
tion in terms of output per agricultural 
worker was proceeding. According to 
Timmer's (1997) stylisation, this is a stage 
before attaining a mature market economy 
with diversified production and consum¬ 
ption at the national level. 


The colonial period could be divided 
into three phases. Until the early 1920s, 
the two measures fluctuated with no trend; 
from then to the early 1930s, a decline in 
crop concentration was observed; from 
the early 1930s to the mid-1950s, the level 
of crop concentration increased. The 
overall trend was negative if any. contra¬ 
dicting the view of earlier studies that 
emphasised ‘forced’ commerciali.sation or 
specialisation. However, ifSNF is consid¬ 
ered as a more relevant measure for ‘forced’ 
commercialisation, SNF did increase dur¬ 
ing the colonial period until the late 1930$, 
as is shown in Figure 10, giving support 
to the ‘forced* commercialisation view. 

A significant change in post-1947 India 
is an increase of wheat and rice in the food 


basket. SRW in Figtuv 10 increased from 
less than SO per cent to around 65 per cent. 
Therefore, our data have confirmed the 
strong tendency away from coarse grains 
and toward rice and wheat in basic food 
production in India. 

Although it might be too early to draw 
conclusions, the movement during the 
latest years seems to suggest a fundamen¬ 
tal change toward a diversified economy. 
CR3 began to decrease and HHI stopped 
increasing since the late 1980s (Figure 9). 
SNF began to increase during the late 
1980s and 1990s after a long period of 
stability since the early i9S0s (Figure 10). 
This could be a direct response from the 
agricultural sector to the economic re¬ 
forms policies since 1991 that have accel¬ 
erated the deregulation of Indianeconomy; 
or, this could be a response to rising demand 
for fotxl diversity from the rising middle 
class who benefited from economic 
liberalisation policies .since the 1980$. 

Figure 11 is a graph of concentration 
measures for Pakistan. Unlike in Inpia, 
CR3 and HHI in pre-1947 Pakistan fluc¬ 
tuated much with no significant trend 
downward or upward. Since the mid- 
1950$, Pakistan experienced a continuous 
rise in CK3 and HHI, as did India. Pakistan 
also experienced a slow-down of increases 
of CR3 and HHI during the 1990s. 

The movement of SRW or SNF in the 
colonial pcriixl in Pakistan is very different 
from that in India (Figure 12). In Pakistan, 
changes in food composition away from 
coarse grains and toward wheat and rice 
had already began in the early 1900s and 
have been continuing until today. SNF 
also increased continuously from the early 
19(X)s to 1990s. The continuing tendency 
in Pakistan toward rice and wheat in food- 
grains and toward non-foodgrains in all 
crop mixes reflects its comparati ve advan¬ 
tages in growing these commodities with 
highly developed networks of irrigation. 

Looking from a different angle, a con¬ 
trast between India and Pakistan could be 
attributed to India’s more diversified geo- 
graphy.UsingTimmer’s(1997) stylisation, 
Pakistan’s agriculture is more like a house¬ 
hold economy in a relative sense than 
India’s is. Furthermore, Pakistan’s food 
policy has been more liberal than India’s, 
more exposed to international trade 
[Kurosaki 1998b]. These factors might 
have resulted in a stronger tendency to 
specialise in a few crops in Pakistan than 
in India. Whether these conjectures arc 
correct should be examined more carefully 
through investigating production diversi¬ 
fication at the household level and food 
consumption diversification at the national 
level, which is left for further research. 
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Roime li: Crop Concentration Indices for Pakistan, 1901-02 to t99S-% 
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FiGURh 12: Crop CuMFOsmoN iNorts tor Pakistan. 1901-02 to 1995-% 
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A robust finding to emphasise is that in 
terms of crop composition also, both India 
and Pakistan experienced a distinct turn¬ 
around shortly after partition in 1947. The 
direction of changes during the post-co¬ 
lonial period was to shift to more lucrative 
crops. This shift was an important factor 
for the reversal of production trends into 
a sustairied growth of outputs in aggre¬ 
gated terms. 

V 

Conclusion 

We compare in this paper the perform¬ 
ance of agriculture in areas currently in 
India and Pakistan during the 20th century, 
based on a new data set that corresponds 


— SNF, iirca-based 

to the current border. The growth per¬ 
formance of agriculture in India and 
Pakistan was a stagnant one in the colonial 
period with the Pakistan side enjoying 
higher growth if any. This pattern was 
reversed in 1947, after which sustained 
improvement occurred in both countries, 
although the performance was better in 
India than in Pakistan in per capita food 
production. The absolute level of their 
achievement in terms of per acre produc¬ 
tivity and per capita production, however, 
is not high compared with the interna¬ 
tional standard. 

Agricultural sector both in India and 
Paki.stanexperiencedacontinuousincrea.se 
in crop concentration ratios during the 
post-1947 period, suggesting that both 


economies are not yet in the stage of a 
mature market economy with diversified 
production at the national level. In India, 
however, a sign towards diversification 
was witnessed during the 1990s, the era 
of economic reforms. 

To quantify structural determinants of 
these changes, further research is needed, 
.such as data improvement, compilation of 
input data, investigation of minor crops 
and livestock activities, use of more flexible 
price weights, analyses at a more disag¬ 
gregated level during the colonial pericxl, 
etc.” These are left for future study. Instead, 
implications for agricultural policies arc 
explored to conclude this paper in the 
context of economic liberalisation during 
the 1990s. 

First, institutional and policy changes 
arc likely to have significam effects on 
agricultural production in India and Pa¬ 
kistan. This is confirmed by the fact that 
the sustai ned growth i n the total i eal output 
began jusi after partition, well before the. 
introduciioii of green revolution techno¬ 
logy. The current cniitroversics in India on 
reforms in tenancy regulations should be 
viewed from this historical perspective. If 
reforms gi ve. sufficient incentives to grow¬ 
ers, aggregate production might increase, 
i e. there miglit not be a trade-off between 
equity and efficiency. 

-Second, farmers in India and Paki.stan 
have responded to changes in market 
conditions sit that they not only adopted 
new technology with high yielding poten¬ 
tials but also adjusted their land allocation 
toward high value crops. The importance 
of the effects of land re-allocation should 
not be ignored. Although a clo.ser look at 
the microe-conomic mechanism of crop 
choices |e g, Kurosaki 199Kb. Chapter (>| 
is necessary for a more rigorous analysis 
of thi.'i a.specl, the de.scriplivc results pre¬ 
sented in this paper demonstrate the 
importance of competition among crops. 
For example, the effects of a change in 
support prices of major cereal crops can¬ 
not be isolated from their interactions with 
crops whose prices arc not under the 
support price system. 

Third, although not discus.sed fully in 
this paper, existing evidence suggc.sts that 
public investment in/for agriculture has 
been reduced in recent years both in India 
and Pakistan under the banner of eco¬ 
nomic reforms or structural adju.stmcnt. It 
should be emphasised that sustained 
growth during the post-colonial period 
was achieved when substantial public 
investment was made. With reduced pub¬ 
lic investment without simultaneous im¬ 
provement in inve.stment efficiency, the 
boom experienced during the I99()s in 
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response to newly opened opportunities 
would not last long. 

Notes 

[An earlier vensmn of this paper was presented 
at the inicrnational seminar 'International 
Economics and Development: Asian Experience', 
March 16-18, 1998, the Institute of Economic 
Growth (lEG), Delhi, India. Ilic author benented 
from seminar participants' comments at the lEG 
and at the Institute of Economic Research (lER) 
of Hitotsuba.shi University. Special thanks are 
due to C H Hanumantha Rao, $ Sivasubramunian, 
and S N Mi.shra fur their detailed comments on 
earlier drafts. 

This research was carried out as a part of the 
lER's 199.5-99 project ‘The Compilation of an 
Integrated Long-Term Economic Statistical 
Database of the Trans-Asian Region' funded by 
the Japanese ministry of education (grant number 
07CE1001).| 

1 Hor example. Kurosaki (1997) briefly discusses 
the difficulty caused by border changes in 
analysing long-term statistics of Pakistan’s 
national inctime. 

2 III this respect, Timmcr'.s ( 1997) stylisation of 
agricultural transformation in Asia with 
commerciali.sation tind diversification is very 
insightful. In the initial period of agricultural 
transformation, the diversity of traditional and 
subsistence agriculture might go down. How¬ 
ever, as the transformation continues, markets 
for agricultural products develop nationally as 
well a.'> internationally. Well-developed mar¬ 
kets eiuiblc individual farms to specialise in 
certain crops on one hand, hut they enhance 
diversification at the levels of national agri¬ 
cultural production and national food con¬ 
sumption on the other hand. This paper is 
inspired by his stylisation. although investiga¬ 
tion at the farm household level is Iclt for 
further study. For the case of farm households 
in contemporary Pakistan, see Kuiosuki (1998h; 
Chap 6) for the relationship between crop 
diversification on one hand and consumption 
preferences and insurance markets on the other 
hand. 

3 The data sources for the latest years are 
govcrnincni statistics such asfr.t/iiiM/r»'o/Anro 
and Produciitm Principal Crops in India 
and Agricultural Staiixtics of Pakhian. This 
data set is a part of the lER’s 1995-99 project 
'The Compilation of an Integrated Long-Teim 
Economic Stati.slical Database of tile Trans- 
Asian Region', 'llie data set will be available 
for public access wlwn it is completed. See the 
project's homepage for the latest information 
(http://www.ier.hit-u.ac.jp/COE/indcx.html). 

4 In this paper, the annual growth rate of a time 
scries Y,always implies Ihc exponential growth 
rate g defined as = Y, e'‘. 

5 The pcrrormaiicc of rice is quite dilTcrenl 
because the rice .sector in Pakistan during the 
1970s and 1980s experienced a shift from the 
HYV variety (IRRI) to the basinati vaiicty, 
which has lower yields hut higher profits than 
the IRRI variety. 

6 Kunisaki (1998a) discus.scs these directions in 
more details. 
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SPECIAL ARTICLES 


Searching for PoBcy Options 

Is CoFaB a Suitable Alternative to UPOV? 

A Ravishankar 
Sunil Archak 

The article compares and contrasts the Convention of Farmers and Breeders (CoFaB) text with the 
International Union for the Protection of new Varieties of Plants (UPOV) provisions. It also lists the plausible 
reasons behind areas of disagreement, issues of silence and exclusive provisions. It then highlights suggestions 
that can form inputs for fine tuning India’s dome.stic law for plant variety protection. 


I 

Backdrop 

INDIA is a founder member of the General 
Agreement on Tariff and Trade (CiATI') 
and a signatory to the World Trade Agree¬ 
ment (WTA). The Uruguay round of 
GATT, which was concluded in 1994, 
requires member states to protect plant 
varieties. By first January, 2000 AD, wc 
have to legislate a sy.stem to protect plant 
varieties.' UPOV is the only internation¬ 
ally recognised .system that details prin¬ 
ciples and procedure.s for plant variety 
protection. However, there arc consider¬ 
able apprehensions about not only the 
UPOV and its provisions, but also of 
complying with our obligations concern¬ 
ing TRIPs in general and plant variety 
protection in particular jSahai I996|. The 
debate over protection for plant varieties 
lias often been characterised by emotions 
rather than logic (Ravishankar 1996).^ It 
is in this context that we need to take a 
hard look at options reiaiing to systems 
of plant variety protection. ’ Plant varieties 
can be protected by pa.^.its, or by an 
cfiectivf .vm/ genero system or by any 
combination thereof. Efforts arc under 
way in this direction, and any draft pro¬ 
posals that facilitate the process of domes¬ 
tic law making need to be examined. 

Two New Delhi based NGOs, Gene 
Campaign and Centre for Environment 
and Development, have prepared a text of 
an international draft treaty as an alterna¬ 
tive to UPOV, called the Convention of 
Fanners and Breeders (CoFaB). The pro¬ 
posed text claims to “protect farmers* and 
breeders’ rights in the germplasm owning 
countries of the south, secure their inter¬ 
ests in agriculture, and aim to fulfil food 
and nutritional security goals of their 
people". CoFaB aims to acknowledge and 
ensure that farmers have rights ensuing 
from their contribution to the identifica¬ 
tion, maintenance and refinement of 
germplasm and that breeders of new plant 
varieties have rights over the varieties that 
iliey have bred. The seat of convention is 


proposed at New Delhi or Kuala Lumpur 
or Jakarta. CoFaB views UPOV asa system 
suited for the developed world with a 
completely different agricultural profile. 
CoFaB surmises that UPOV permits the 
philosophy of visualising big corporate 
conglomerates as breeder, invcstincni in 
intensive research including recombinant 
DNA technology** as breeding, and above 
all, agriculture us a purely commercial 
activity. CoFaB contends that UPOV does 
not suit Indian scenario with large number 
of small and marginal farmers for whom 
agriculture is a livelihiHid. Furthermore, 
farmers in India arc age-old praciiiioners 
of breeding and conservation of genetic 
diversity. According to CoFaB, the UPOV 
docs nut recognise their contribution as 
creators of landraces and traditional va¬ 
rieties.’’ The government funds almost all 
agricultural research and breeding in India 
and therefore this research belongs to the 
public. CoFaB also argues that the costs 
of testing, approval and acquiring Plant 
Breeders' Rights (PBR) is far too ex|)cn- 
sivc under UPOV system and forebodes 
the preclusion of farmers’ cu-o|icrativcs 
and farmer-breeders Thus, CoF'aB advo¬ 
cates an alternative to UPOV, by under¬ 
scoring the role of farmer as producer as 
well as consumer of seed. 

However, a system of plant variety 
protection often transgresses technical, 
legal and economic domains. Presence of 
a prototype simplifies the t>i.sk of putting 
in place a new system. Experts reckon 
various acts of UI’OV as an archetype. 
UPOV has establi.shcd a detailed .set of 
general principles for the conduct of the 


examination of plant varieties fordistinct- 
nc-ss, uniformity and stability. TIic texts 
of the successive acts of the UPOV con¬ 
vention have been established after de¬ 
tailed discussions by cx|)erls, which have 
taken place over the years imbibing tech¬ 
nological advances and dynamics of glo¬ 
bal policies. Furthermore, UI’OV mcmlier 
states and its .secrciariul provide legal, 
administrative and technical assistance to 
nations interested in developing frame¬ 
work for plant variety protection (Table I). 

This article attempts to understand, 
compare and critically review CoFaB and 
UP()V in the light of national interests. 
Such an analysis is essential as it is timely 
and topical. In our opinion, generation of 
a debate in prosfiect is meaningful and 
worthwhile rather than an autopsy report. 
Section I provides ilic context. .Section II 
details the areas of conscn.sus, differences, 
silence and novelty between the two texts. 
In .Section III, the plausible rea.sons for 
divergence are discussed along with pos¬ 
sible implicalion.s on our domestic plant 
variety protection law. Section IV sum- 
mari.scs the write-up. 

II 

CoFaB vs UI'OV 

On April 24. 1998, the 1991 Act of the 
UI’OV Convention has entered force.** It 
is therefore, only relevant that CoFaB is 
technically compared with the 1991 act of 
Ul*OV.^ Is CoFaB a real anil worthy 
alternative to the UPOV7 Docs the draft 
stand the test of legal and technical rigour? 
What arc the areas of agreement and 
disagreement? Do any provisions .seek to 


TaHI. 1 I; MlMHIRSHIpSTAIl'SOr UWlV ASO.S’Aivii k, IW 


UPOV Memhcr .States .tV 

Latest acts of cunvcntiuii to which incmhcr states arc party I Vhl -72 2 

IV78 25 

IWI II 

Stales not yet mcir.hcrs having started accession prwdurc I'I78 K 

m\ 5 

Slates with laws based on the UPOV convention which have not yet 1178 

started the accession priKcdure ItWl 8 

Stale.s with proposals for legislation 1911 27 

Not yet clear 8 
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protect national interests? Any glaring 
omissions? These and other related ques¬ 
tions are addressed in this section. 

Philosophy and or/tanLsalion of the text: 
The text of CoFaB begins with farmers’ 
rights. In fact, the entire approach is farmer- 
centred. The third world perspective is 
evident form various articles and provi¬ 
sions thereof. Whereas, UPOV concen¬ 
trates on administering breeders’ rights, 
i c, modalities of implementation, regula¬ 
tion and monitoring. In other words, UPOV 
is more concerned with the ‘how’ part 
rather than ‘whom’ part. Nowhere in the 
UPOV text, farmers’ rights find a men¬ 
tion.* Prima facie, the UPOV text reveals 
no propensity towards the stage of eco¬ 
nomic development of nations in its overall 
approach. Under 10 chapters, 42 articles 
arc grouped in the UPOV document 
(Table?). The document begins with 
dennitions and ends with final provisions. 
The important chapters relate to the obli¬ 
gations of contracting parties (CP), condi¬ 
tions for breeders' rights and rights of 
the breeder. Whereas. CoFaB provisions 
arc listed under 35 articlesdirectlyfrable 3). 

Comparison on Ti'Ciinical Grounds: 
Areas oi- Major Dissension (Table 4) 

General obligations of contracting 
parties: Both the documents clearly .spell 
out the need to grant protection to the 
breeders of new varieties. There are dif¬ 
ferences with respect to number of genera 
and species to be protected. In UPOV, 
members of the previous acts need to 
protect all genera and species within five 
years from the day of joining 1991 act. 
New members have to protect at least IS 
genera to begin with, and protect all the 
genera and species within 10 years after 
accession. CoFaB proposes gradual appli¬ 
cation of the provisions to the largest 
possible gertera and species, however 
members are bound to protect all intended 
genera within 10 years after entry. In 
addition to breeders’ rights, CoFaB re¬ 
quires that farmers' rights also enjoy equal 
legal protection across member states. 

Conditions for PHR: The preconditions 
for the grant of breeders’ rights are (1) dis¬ 
tinctness (2) uniformity and (3) stability 
(DUS) of the new variety.^ The UPOV 
adds the condition of 'novelty' as a pre- 
re(|ui$ite"’ for the enfoicement of DUS. 
However, one critical contrast concerns 
what 'common knowledge' implies in the 
distinctnesscriterion. According toCoFaB, 
common knowledge is established from; 

(1) oral or documented reference in formal 
or informal sector, regarding cultivation, 
use and marketing already in progress. 

(2) precise description in publication, 

(3) inclusion in a reference collection and 

(4) ciitry intoaii oflicial registerof varieties. 


In contrast, UPOV recognises only official 
registration of the variety as common 
knowledge.'*'Another important provi¬ 
sion in CoFaB is that a{^Iication for 
breeders’ rights must be accompanied by 
a declaration with effect to the name and 
source of all varieties especially landraces 
or farmers’ varieties used in the breeding 
of new varieties. 

Applications for PBR: There is agree¬ 
ment concerning filing of application and 
independence of protection. The breeder 
can choose the place of first application 
and the time of .subsequent application. 
Concerning subsequent application. 


CoFaB allows a period of four years after 
the expiration of right of priority for 
submission of additional documents. 
UPOV limits this period to two years in 
case of acceptance/pending or allows an 
appropriate time in case of rejection. 
CoFaB proposes an independent insti¬ 
tutional arrangement for the evaluation of 
the variety. UPOV authorises the compe¬ 
tent authority to either (1) generate, (2) get 
generated or (3) obtain existing test-data 
inordertoexaminetheapplication.CoFaB 
also stipulates that the new variety should 
have entered field trials for at least two 
cropping seasons. Further, the breeder 


Tarle 2; Articles op UPOV 1991 


Chapter 

Article 

Description 

I 


Definitions 


1 

Definitions 

n 


General obligation of the contracting parties 


2 

Basic obligation of the contracting parties 


3 

Genera and species in be protected 


4 

National treatment 

Ul 


Conditions for the breeders' rights 


5 

Conditions of protection 


6 

Novelty 


7 

Distinctness 


8 

Uniformity 


9 

Stability 

IV 


Applications for the grant of breeders’ rights 


10 

Piling of applications 


II 

Right of priority 


12 

Examination of application 


13 

Provisional protection 

V 


The rights of the breeder 


14 

Scope of the bleeders' rights 


I.*! 

Exceptions to the breeders' rights 


16 

Exhaustion of the breeders’ rights 


17 

Restrictions on the exerci.se of the breeders' rights 


18 

Measures regulating commerce 


19 

Duration of the breeders' rights 

VI 


Variety denomination 


20 

Variety denomination 

VII 


Nullity and cancellation of breeders' rights 


21 

Nullity of breeders' rights 


22 

Cancellation of breeders' rights 

vin 


The union 


23 

Members 


24 

Legal status and seal 


25 

Organs 


26 

The council 


27 

The office of the union 


28 

Languages 


29 

Finances 

IX 


Implementation of the convention; other agreements 


30 

Imptemcnialion of the convention 


31 

Relations between contracting parties and slates bound by earlier acts 


32 

Special agreements 

X 


Final provisions 


33 

Signature 


34 

Ratification, acceptance or approval; accession 


35 

Reservations 


36 

Communications concerning legislation and the genera and species 
protected; Information to be published 


37 

Entry into force; closing of earlier acts 


38 

Revision of the convention 


39 

Denunciation 


40 

Preservation of existing rights 


41 

Original and official texts of the convention 


42 

Depository functions 


3662 


Econorhic and Political Weekly December 25, 1999 



shouifl proviae genealogy, molecular, 
morphological ai^ physiological charac¬ 
teristics (including DNA fingerprinting). 
This point is made explicit in the CoFaB 
document. In case of varieties whose 
s^lications ate pending, CoFaB provides 
protection against wrongful acts by third 
parties. Under similar circumstances, the 
breeder enjoys equitable remuneration 
according to UPOV. 

Scope ofPBR: Informal breeding activi¬ 
ties of farmers also come under the purview 
ofthe ‘scopeofbreeders’ rights’ inCoFaB. 
Breeder’s authorisation is not required for 
the use of protected variety us an initial 
source to create and market new varieties, 
as a rule in CoFaB. Tliis provision how¬ 
ever, is covered as ‘compulsory exemp¬ 
tion’ by UPOV, CoFaB may restrict breed¬ 
ers’ rights for reasons of public interest, 
while farmers’ rights remain unre.stricted. 
Underidentical restrictions, UPOV awards 
equitable remuneration to the breeder. 
UPO V provides protection for a minimum 
period of 20 years (25 years m case of trees 
and vines). Duration of breeders’ rights 
is reduced by five years (by seven years 
in case of trees and vines) under CoFaB, 
probably to bring the protected varieties 
to public domain as early as possible. 
I lowcvcr, farmers’ rights arc protected for 
an unlimited period. Among dther reasons 
that are common in both the texts, CoFaB 
cancels breeders’ rights on two more 
grounds. First, if the productivity poten¬ 
tial of the variety is no longer valid. 
Second, if the farmers' demand for .seeds 
is not met leading to scarcity of planting 
material, increased market price and 
monopolies. 

Variety denomination: Both the docu- 
inciitsareclcarrcgardingt' erttquirements 
of variety denomination. •_ PO V intiintains 
that the breeder has to change the denomi¬ 
nation if due to a prior right, use of 
denomination is forbidden to a |x:rsun 
who is obliged to use the denomination. 
CoFaB advises against the inclusion of a 
trademark in the denomination. If, how¬ 
ever, the breeder submits such a denomi¬ 
nation, he may not continue to assert his 
rights over the trademark in respect of the 
said variety from the time of its registra¬ 
tion. According toCoFaB, institutions have 
the privilege to chouse brand names for 
their varieties. For instance, the ‘Pusa’ 
prefix for varieties bred by the Indian 
Agricultural Research Institute (lARI). 

Organisational structure: Council and 
the office of the Union arc the two per¬ 
manent organs ofthe UPOV. It has head¬ 
quarters agreement with the Swiss confed¬ 
eration. The seat and its permanent organs 
are located in Geneva. The permanent 
organs of CoFaB are the council, general 
body and secretariat general (office of the 


seek advice of the council regarding their 
existing domestic laws. In the eventuality 
that the new members agree to conform 
to the council’s advice, they then can 
deposit the instrument of accession. In 
CoFaB, four-fifths approval ofthe council 
is required for the accession by a non¬ 
signatory. CoFaB proposes in the text, 
revision of the convention every two 
years. In UPOV, this is decided by the 
council. 

r:xt'i.iisivii Ci.AUSus on CiiFaB 

There arc certain provisions that arc 
specific to CoFaB text. A national gene 
fund (NGF) is propo.scd to facilitate the 
collection and utili.sation of farmers’ rights 
fees. The pnK'ccds resulting from farmers’ 
rights will flow into the NGF. A multi¬ 
stake holder body will decide about the 
use of this fund. I.aying down the con¬ 
ditions for breeders’ rights, the CoFaB 
advises breeders to maintain broader 
genetic ba.se in onler to avoid adverse 
implications of breeders’ rights vi.i nai- 
rowing of generic base. 

T.\hi.i. .1: Akik'I rs or Convi'mion or Fakmijis ani> I)i>i i im ks P)98 
Arudes Deseripiion 

1 l*ui|'i)sc and coii'ilitulitiii of iIh* Lonvonliim 

2 N.'iture of ripihts: rolled ion ol' revenue 

Nuiional ireatmenl ' 

4 Bnlanical genera and qiecic.s ^vhlch must or may be prolcricd; meaning of variety 

5 Fights of farmers mid breeders ; .scope ul pmieclinn 

b Condition required for proteclion ol breeders' lights 

7 Olfirial cxaniinulion of new s-arielies; provisionnl protection 

X PeruKi of proteclion of fanners' right and breeders' rights 

M Kc.stricuons in the cxeicisc of f.iinirrs' right and hreciters' rights 

10 Nullity of forfcilure ol breeders’ riglils 

11 Free choice of conlratling state in which the first application is filed, apptirulion 

in other conlracung stales; independence of pioterlion in dilfeicnl coniracliiig stales 

12 Rights of priority 

1.7 Denominations of new variclies of plants 

14 I’rnleetion independent of measures regulating prixluclion. ecrtiriealion and maikcling 

15 Organs ol the convention 

If) Composition of Ihc council: voles 

17 Observers in Ihc meetings of the council 

18 Officers ol the council 

19 Meetings of the council 

2U Rules of procedure of the couiied; iKlministrulivc and finaiiei'il, regulations of the 

convention 

21 Duties of Ihc council 

22 Maiorities required for decisions of the council 

2.7 Tasks of Ihe office ot the convenlion; rcsponsihililics of Itu; scctrlary general; 

appointment of slaif 

24 Si>pcivi.sory function of the Indian government 

25 Finances 

26 Revision of the convention 

27 .Special agreements for the proteclion of new variclies of plants 

28 Implementation of the convention on the domcslic level, s|sceial agieeiiieiits on the 

joint utilisation of examination services 

29 Signature and ralificaliun; entry into force 

.70 Aeccs.sion; entry into force 

31 Communications indicating the genera and species eligihle lor protection 

32 Te.Tilories 

33 Transitional rules concerning the iclalionship hclwccn vaiicly dcnumiiialiiins and 

trade marks 

34 .Settieineni of disputes 

33 Duration and denunciation of the convenlion; discontinuation of ilic application of 

Ihe convention to territories 


CoFaB). The seal of CP of CoFaB is 
proposed at New Delhi, Kuala Lumpur or 
Jakarta. In UPOV, each member state 
appoints one representative and one alter¬ 
nate to the council. As.sistants/advisors 
may accompany the representatives. NGOs 
can also accompany the representative in 
the council of the CoFaB. Among iMhcr 
tasks, admini.strarivc and financial regu¬ 
lations arc to be established by the council 
in UroV. CoFaB requires the council to 
consult the government of India (GOI) 
before establishing such regulations and 
appointing secretary general of the coun¬ 
cil. The texts differ regarding issues 
that require approval of thrcc-fourihs 
majorities of the council (refer Table 4). 
On joining, each CP shall indicate the 
number of coniributiun units (IIK)V) or 
the cla.s.s in which it wishes to be placed 
(CoFaB). 

Admission procedure: With respect lo 
signature and deposition of instruments, 
there arc considerable differences between 
the two texts (referTabic 4). To gtiin entry 
into UPOV, new member stales have to 
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Provisions exclusive to CoFaB (article 
numbers in parentheses) 

(1) Farmer's rights (1) 

(2) Arrangement for the collection of 
fanner’s right fees by CP (2) 

(3) Institution of National Fund (2) 

(4) Maintenance of broader genetic base by 
breeders (recommendatory provision) (6) 

(5) Mandatory independent evaluation of 
performance of new variety by each CP (11) 


(6) Supervisory function of GOI (24) 

(7) Provision to exclude teiritories/states 
from the purview of the convention (32) 

(8) Settlement of disputes (34) 

(9) The conventim is of limited dinadon (35) 
CoFaB envisages the GOI to discharge 

following responsibilities; 

- Advise council in establishing admin¬ 
istrative and financial regulations and 
supervise its implementation. 


• Appoint Secretary General to the coun¬ 
cil 

- Accept die application for and deposi¬ 
tion of instrument of accession. 

- Coilectanddisseminatetheiistofgenera 
and species that member states intend 
to protect. 

- Perf^orm depository hinctions. 

CoFaB allows CP to decide whether the 

convention applies to all or parts of states/ 


Tabix 4; Comparison of Sauent Issues op UPOV and CoFaB 


Criteria 


UPOV 


CoFaB 


Genera and .Species to be protected 


National treatment 
Conditions of protection 
Right of Priority (ROP) 
Examination of application 
Provisional protection 
Scope of breeders’ rights 
F.xceptions to breeders’ rights 

Restrictions on breeders’ rights 
Period of (Rotection 


(a) New members to protect at least IS genera to 
begin with 

(b) Protect all genera and species within 10 years 
after accession. (3) 

breeders’ rights (4) 

NDU.S (S.6,7.K. and 9) 

Two years after expiration of ROP (11) 

Discretion of competent authority (12) 

Equitable remuneration to breeder (13) 

Only breeders are entitled (14) 

Compulsory exception for breeding new varieties 
(15.1) 

Breeders get equitable remuneration (17) 

20 years from grant of protection (25 years for trees 
and vines) (19) 


Variety dciuimination No exclusive rights for brand names (20) 

Reasons for Cancellation 

IF conditions of stability and uniformity ate no 
longer fulfilled (22) 

Seal Geneva (24) 


Organs 


(a) Council 

(b) Office of the Union (25) 


Composition of the council 

Administrative and financial regulations 
of the council 

Appointment of secretary general 
Majority 


Cualributiiin units 
Signature 

Deposition of Insliuincnls 


Representatives accompanied with assistants 
and advisors (26) 

Established by council (26) 

Appointed by council (26) 

Ihiec-fourths majority necessary for; 

(a) ROP 

(b) Administrative and financial regulations 

(c) Revisions by conference 

(d) Delay in contributions 

(e) Language (26) 

New member slates to indicate number iif 
contribution units on joining (29) 

Any member stale could become a signatory 
before March 3lsl 1992. (33) 

Instruments are deposited with the .secretary general 
(34) 


Conditions for entry of new members Council’s advice is a pre-requisite for entry (34) 


Communications concerning Genera 
and species protected 
Revision of the convrmion 

Denunciation 


Secretary general is notified (36) 

Convocation of the conference is decided by council 
(.38) 

To be iiolified to the secretary general (39) 


Note: Figures in the parentheses refer to relevant articles. 


(a) Gradual application to largest possible genera 

(b) Protect alt intended genera and species 
within 10 years after entry. (4) 

Breeders’ rights and farmers’ rights (3) 

DUS + declaration with effect to name and source (6) 
Four years after expiration of ROP (12) 
Independent institutional arrangement (7) 
Protection from wrong acts from third-parties (7) 
Farmers arc also entitled (5) 

Breeders authorisation not required for breeding 
new varieties (5) 

formers’ righrs are not restricted (9) 

(a) Farmers’ rights - Unlimited period. 

(b) 15 years from date of application (18 years for 
trees and vines) 

(c) breeders' rights to be curtailed in llic event of 
susceptibility to pest attack 

(d) Longer duration of protection for specific cl jsscs 
of plants (8) 

Exclusive rights to institutions to use their names as 
brands. (13.3) 

IF: 

(a) productivity potential is not met 

(b) Farmers demand for seeds is not (10) 

Proposed at New Delhi. Kuala Lumpur, Jakarta... 
(1.3) 

(a) Council 

(b) General body 

(c) Secretariat general (IS) 

Representatives accompanied with assistants, 
advisors and NGOs (16) 

E.stablished by council after consulting GOI (20) 

Council makes proposals to GOI (21) 
three-fourths majority necessary for; 

(a) ROP 

(b) Administrative and financial regulations 

(c) Revisions of the convention 

(d) Accession and entry into force 

(e) Vote on budget (22) 

New member states to indicate the class in which 
it wishes to be placed on joining (25) 

Open for signature by CP until January 31,2000. 
(29.1) 

(a) Instrument of ratification to be deposited with 
Malaysian government. 

(b) Inslrumem of accession to be deposited with 
GOI. (29) 

Council’s approval by 4/5tb majority essential for 
accession by a non-signatory (29) 

GOI is notified. (31) 

Conferences shall be held every two years (26) 

(a) To be notified to the GOI. 

(b) Convention itself is of limited duration (35) 
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«« %U 0 ptuK%. lltccnil* 

nism is proposed in CoFaB. Disputes 
roncerning interpretation or application 
]f the convention shall be settled through 
legotiations between CP. In case of non- 
icttlement, the issue shall be submitted to 
he council. If the dispute persists, it will 
ie referred to an arbitration tribunal. 
The decision of the tribunal is final and 
binding. 

Silent bsues: Several pertinent issues 
emain untouched by CoFaB. Since CoFaB 
issumes legal personality, a glossary of 
echnical terms is essential. This is miss- 
ng in the CoFaB text. One of the conlcn- 
ious i$.sues in UPOV 1991 Act is related 
o farmer’s privilege. Third world coun- 
ries, where agriculture is not a comnicr- 
;ial activity, have championed the cause 
if farmers’ privilege. For strange reasons, 
ToFaB does not enunciate (his tore 
irovision among its articles. Essen- 
ially derived varieties (EDV)'-’ do not 
ind any place in the CoFaB text. Thus, 
ireas of silence in CoFaB can be said 
o be; (1) glossary of technical terms; 
2) exemptions and exhaustion of hrecd- 
:rs’ rights; (.3)csscntiallydcrived varieties 
EDV); (4) measures regulating commerce; 
.S) official languages. 

Ill 

Reading between the Linc.s 

In this section, we attempt to analyse the 
vhy part. That is, list plausible reasons 
lehinddifferencesand similarities between 
he two texts. Further, we strive to reason 
lut issues on which CoFaB is either silent 
ir inadequate. Some suggestions are high- 
ighted to safeguard our interests concern- 
ng .vui generis system, which is in the 
irocess of formulation. 

Where CoFaB is exclusive: The prob- 
ihlc reasons for providing flexibility to 
JP in extending the convention cither 
o a part or to their entire geographical 
irea are: 

(1) To recognise and further the federal 
character of central-state relations with 
respect to plant variety protection; 

(2) To promote in situ conservation of 
crop biodiversity. [Restriction of breed¬ 
ers’ rights in agro-biodiversity rich re¬ 
gions will help maintain a broader genetic 
base of food crops and ecotypes of fruits. 
This will'also supplement efforts oi in situ 
conservation of crop biodiversity, albeit 
in an indirect manner (by discouraging 
marketing of protected varieties)]. 

(3) To avoid operational difficulties of 
administration of breeders’ rights owing 
to socio-economic nature of the populace 
(Certain pockets in the country arc marked 
by .skewed distribution of land holdings 
and associated biotic and abiotic con¬ 
straints. In such situa(ion.s, neither breed¬ 


ers’ ngnis arc operationally rea.sible nor 
do they in any way serve the interests of 
the small and marginal farmers). 

(4) Keeping in view the importance of 
certain crops as staple food of the masses 
[In areas where a crop is .staple and non¬ 
commercial in nature (tike sorghum in the 
semi-arid tropics and ragi in pockets of 
Karnataka), rcsirictionson breeders' rights 
are desirable] 

CoFaB ativises breeders to base new 
varieties on a broader genetic base, litis 
is particularly relevant to agricultural 
scenario of our country. The onsei of seed- 
fertiliser revolution coupled with grow mg 
demand for fo(xlgniin.s has considerably 
eroded the genetic ha.se of imirortant I'ihkI 
crops.'"* Besides,breeders’ rights, farmers 
are also accorded rights analogous to 
breedent’ rights by CoFaB. However, fann¬ 
ers’ rights enjoy much more privileges, 
Farn lers ’ rights are neither resti icted under 
any circumstances nor arc they limited 
temporally. In fact, the issue concerning 
farmers’ rights is the raison d'etre of 
Cof-aB. 

For many reasons, the provision for 
rc.search institutions u* use their identities 
as exclusive brand names is a welcome 
step in CoFaB. First, having contributed 
signiUcantly in crop improvement efforts, 
public sector research inslituti'.ms should 
be given .siifriciem opportunity to encash 
in a market-driven eiiviroiiment. Second, 
these institutions enjoy immense credi¬ 
bility among farmers. [Research .system in 
the public sector (particularly the National 
Agricultural Re.scarch .System) has played 
an important role in achieving .self.suff'- 
cicncy in fmidgrain production. 1'tii.s sys¬ 
tem is fully responsible for the creation 
and maintenance of most varieties and 
conservation of gcrniplasm]. rhird, such 
a step will pre-empt scrupulour traders 
from exploiting established and trusted 
bnmd names for private gains. The con¬ 
stitution of Nalioiiul Gene Fund (NGF’) 
is a .sound proposal. .Such an institution 
will address issues relating to bcnclit 
sharing among the funning community 
and tribals, "fhe CoFaB envisages accniral 
role to the GOI. Fiom appointing the 
secretary general to accepting instru¬ 
ments to performing depository functions 
to supervising various regulations, the 
GOI is assigned the role of a super police¬ 
man. In fact, such is the magnitude of 
responsibilities delegated to the GOI 
that the convention becomes subjugated 
to the regime. Arc these wide-ranging 
duties and powers earmarked to the GOI 
acceptable to potential member states? 
The CoFaB proposes an additional organ 
- the governing body in between the 
council and the office of the council. 
Neither the functions of this organ is listed 


nor its advantage clear. Similarly, one 
wonders why the convention has an¬ 
nounced limited life spun even before it 
is Kim. Ihidcr what circumstances this 
provision becomes applicable is left to the 
imagination. If this implies that upon 
revision the previous act becomes legally 
invalid, this should be made clear and 
explicit. Here, the use of the word ‘con¬ 
vention’ is misleading and needs to be 
replaceil by ’act’. 

Where CoFaB is silent: IX'fmitions of 
key terms arc a crucial .aspect of any legal 
docimieiit. For reasons, which we cannot 
fancy, C'ol'aB ignores this vital us|iect. 
Whether they agree with IIHOV i\ a 
question that remains unanswered. Mow 
or what is defined is the prerogative of one 
who pro|Hiscs. Nevertheless, this in no 
way discounts the importance of dcfiniiig 
or rather leaving essential terms tin 
defined A glossary of deiinition of im¬ 
portant terms w’ill be a welcome adililioii. 
One critical omission in the I'oFaM te.xt 
rolatcs to (he exceptions and exhaustion 
of brecilers’ rights. Such provisions can 
K' imaginatively adapted to suit our na¬ 
tional interests. In particular, rc.search 
interests and farmers' privilege can be 
K'tte.r .served by these provisions. By 
choosing to remain silent (may lie inadvert - 
ently) on a crtioial issue as farmers' privi¬ 
lege, the ('oFali is on a weak wicket, .Such 
a glaring mistake is hardly cxpecieil from 
a draft claiming to be a thiid world alici - 
native to the l)l'f)V. Provisions relating 
to the Essentially iX-ri veil Varieties (El )Vs) 
arc mi.ssing. Two important implications 
follow; (I) India being a sloichouse ol 
lundraces and trudiiiomil v.irieties, cos 
mctic changes of such varieties may get 
protection and deny (he farmers ihcir 
recognition and reward; (2) seeking pro¬ 
tection for a large number ot redundant 
varieties cannot be avoided. 

Another notable aspcvt ignored by 
("oFaB is 'mca.suresregulating commerce’. 
Domestic laws lelaling to ptoduclioii. 
certification, marketing, import ami '-v 
port of pro]>nguting or harvested or diri ! i 
products are sliategically importaiit for a 
country like us. Exports of agricultuial 
commodities contribute sigiiificaiitly lo 
our forex earnings. Breeders’ rights inusi 
ideally K independent ol such domestic 
laws. Ill fact, the cntiic debatecoiiceining 
IPR and breeders' rights has strong eco 
nomic and commcrc'’ uiiderpinnings. 
Relations between the two need to In; 
clearly s|iclt out. The C'oFall is again quiet 
on the lingua franca of the convention 
and the text. 1'hc importance of official 
language comes to the foie in ea.se ol 
disputes. .Should one assume that since (he 
draft IS in English, it is tie facto official 
language of this convention'’ 
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Where CoF'aB is inadequate: Concern¬ 
ing novelty, an important condition for 
breeders’ rights, CoFaB is inadequate in 
the sense that it does not specify the 
deadline beyond which one can claim 
protection for an already existing variety. 
This needs to be expressed unequivocally 
if wc intend to award farmers’ rights. 
C'oFaB seems unclear regarding equitable 
remuneration to the breeders under con¬ 
ditions of provisional protection and 
restrictions. Scope of breeders’ rights is 
incomplete concerning import and/or 
export tran.sactions of protected varieties 
with nations where no protection is ac¬ 
corded. Regarding the direct products 
derived from the protected variety; CoFaB 
is not comprehensive enough. Under what 
circumstances of ‘public interest' will 
CoFaB restrict breeders’ rights is not 
spccincd. Public interest may tie spccillcd 
as conditions arising out of natural calami - 
tics or tendencies of monopoly. For the 
protection of farmers' rights, CoFaB pro¬ 
poses the setting up of a new authority or 
entrusting the tusk to an existing one. 
However, the nature of such an authority 
is not described. Whether this responsi¬ 
bility will be assigned to existing institu¬ 
tions like the Indian Council of Agri 
cultural Rcscareh (ICAR), ministry of agri¬ 
culture (MOA), ministry of industry, 
deparinicnt of science and technology 
(DST) or a court of law? Or alternatively, 
to a new institution of legal personaiiiy 
like the plant variety protection (PVP) 
office? 

The CoFaB requires field trails of new 
varieties for at least two cropping seasons 
and ustablishtnent of pritductivity poten¬ 
tial of new varieties. However, btrth of 
these arc not conditions for grunting PBRs 
under article 6. Arc these trails for DUS 
testing or for agricultural value? As pro¬ 
ductivity potential differs over space and 
time, the modalities of establishing the 
same may run into practical difficulties. 
This is particularly true in India endowed 
as it with diverse agro-climatic condi¬ 
tions. This logic can be extended to main¬ 
tenance of varietal productivity potential. 
Suppose a variety becomes susceptible to 
a pest attack only in a particular region, 
docs this force forfeiture of the protection 
through out the country? 

Where Coh'aB is eluhorute: In CoFaB, 
the provision of ‘common knowledge' is 
comprehensive and protects our interests. 
India is having a long tradition of varietal 
developinent by farming community, 
rraditionally. indigenous knowledge is 
passed from generation to generation 
orally. 'ITiis has resulted in poor d(x:umen 
tatinn of practices and products. These 
shortcomings arc taken care of in the 
definition of common knowledge. Along 


with adhering to the conditions of DUS, 
CoFaB requires that the name and source 
of the varieties used in developing a new 
variety e.speciaily farmer's varieties and 
landnices need to be declared. The ad¬ 
ditional provision goes a long way in 
recognising and rewarding the role of 
indigenous people in maintaining diver¬ 
sity. CoFaB seeks to promote research, by 
exempting breeders from seeking prior 
permission from titleholders, by including 
a separate article rather than in the form 
of an exemption. CoFaB provides .strong 
grounds fur the cancellation of breeders' 
rights. The intention is to install a .system 
of checks and balances. For instance, if 
the pnxluctivity potential of u protected 
variety declines because of biotic and 
abiotic stres.scs. This will pave way for 
protection of similar new varieties that can 
withstand such stresses. Market malprac¬ 
tices like creation of artificial scarcities, 
formation of cartels and other tendencies 
of monopoly arc prevented by this provi¬ 
sion. Anothci option (without as.sorting to 
cancelling breeders’ rights) for C\)FaB 
could be the introduction ol ‘compulsory 
licensing'.*-'’Any way, both the clauses arc 
beneficial Iroin consumers' viewpoint. 

IV 

Summing up 

The CoFaB draft js proposed as an 
alternative to the UPOV. Thts is a wel¬ 
come effort in a grey area, particulaily so, 
as it claims to protect the third world 
perspective. In order to fine-tune domestic 
laws, a clear undenstanding of different 
views across the spectrum is inevitable. 
A detailed examination of the UPOV text 
dis|icl.s many myths that have gained 
ground. The provisions of UPOV have to 
be approached not with apprehension but 
with caution. A scientific dissection of the 
text reveals that the 1991 act is not restric¬ 
tive as has been projected. On many 
accounts, the UPOV is flexible. Introduc¬ 
tion of compulsory licensing, extending 
the purview of common knowledge, hav¬ 
ing s|ieciul agreements and provision of 
withdrawal from the convention arc some 
examples. This is reflected by the domes¬ 
tic laws concerning plant variety protec¬ 
tion of UPOV mem^’r states. Exclusion 
of wild species in member states like 
Colrmbiu and Ecuador is a ca.se in point 
(UPOV publication no 644-F,). Bc.sides 
the obvious advantages that go along with 
UI’OV membership, the text is flexible 
enough to protect our national intere.sts. 
It is pertinent to note that even communist 
China has Joined UPOV on March 23, 
1999. More recently, the Bolivian and 
Brazilian congresses have passed resolu¬ 
tions authorising their governments to 
accede to the UPOV convention. As on 


February 15, 1999, apart from 37 trans¬ 
national corporations. 11 public research 
entities, 11 co-operatives, and 360 small 
breeders appear in the list of applicants 
for protection under the new European 
Community Plant Variety Protection 
System. This therefore dispels apprehen- 
.sions that UPOV precludes small breeders 
and co-operatives. Certain misconceptions 
regarding UPOV need clarification. First, 
it only de.scribes a set of general and 
normative principles and pnKedure for 
plant variety protection. It defines only 
basic concepts that must be included in 
the domestic laws of member states. 
Second, it is a forum to exchange and 
share experiences. Third, it is equitable in 
the sense that member states have an equal 
say in final decisions (unlike the UN) 
Fourth, it is not a body meant for varietal 
registration, regulation, enforcement, ui 
dispute settlement. 

Our idea is not to push for UPOV 
membership. A di.spassiunaie dissection 
of the two texts brings forth their strengths 
and weaknesses. The CoFaB is an lioncst 
attempt and the only alternative profiosed 
thus far to safeguard the third world 
perspective. It has shortcomings as well 
as merits. Since the text is only a draft, 
tlierc is considerable room for improve¬ 
ment. In its present avatar, however, it 
falls short of an effective alternative to the 
UPOV. At best, it has |H)tential to form 
an inter-governmental organisation to 
represent third world countries in the 
UPOV council. All said and dune, ‘he 
strengths of C'oFaB can serve as vital inputs 
for out plant variety protection act. Cei- 
tain critical issues need to be internalised 
in the process of evolving the plant variety 
protection act. Farmers' rights and con¬ 
servation of biodiversity are important. 
IPistorius 1997J. Nevertheless, efforts to 
club them with PVP arc not dcsiiable. 
These cun lie taken care by independent 
legislation such as biodiversity bill that 
recognises and rewards community con¬ 
tributions. Internationally, the subject of 
farmers’ rights is regulated by the Inter¬ 
national Undertaking on Genetic Re¬ 
sources for Food and Agriculture. There 
is a clear case to reduce the period of 
protection in order to bring the plant va¬ 
rieties into public domain as early as 
possible. Giving adequate protection and 
recognition to public .sector research and 
researchers is another critical area. The 
idea of dispute settlement is relevant re¬ 
quiring elaboration. The juri.sdiction and 
administration canvass of the various 
organs ought to be clearly spelt out. Setting 
out protocols for effective dealing with 
UPOV members, inter-governmental 
organisations and other nations merits 
attention. There are strong reasons for the 
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inclusion of EDVs under the act. One 
obvious reason would be to deny protec¬ 
tion for cosmetic changes in existing 
landraces. The provision of compulsory 
licensing should be a sine qua non. Re¬ 
strictions to PBRs encompa.s$ing public 
interest, farmers’ and researchers’ privi¬ 
lege roust form an imponant component. 
Provisions to arrest genetic erosion and 
protect the agricultural profileofournation 
should be detailed. 

Whether or not wc join UPOV or an 
alternative, we are obligated to legislate 
a plant variety protection act. A sequential 
process of formulation, debate, refinement 
and enactment is not only credible but also 
ideal .This process needs to be set in motion 
rather than promulgating presidential 
ordinance at the 11th hour. The priority 
therefore, must be to evolve a sui veneris 
system that seeks to balance perspectives. 
The ideal strategy would be to leam from 
the experience of other nations and take 
the best of both the texts. In this potcess, 
the underlying philosophy of varietal 
protection should not be undermined. The 
challenge lies in being imaginative with¬ 
out being i.solated in the global forum 
whilst formulating a fair plant variety 
legislation. This will then result in a win- 
win situation. 

Notes 

[Wc arc graterul to Barr> Greengrass from Ihr 
UI’OV secretariat, Cieneva, Dayaiiatha Jtia. 
P K Jushi and Rainesh C'hand from NCAP. 
New Dethi, for conimcnt.s on an earlier draft 
of this paper] 

1 Members of WTO are free to devetop their 
own system in broad conformity to the TRIPs 
requirement. Developing countries have an 
extended period of five years, i c. fiom I99.S 
to 2000 AD to put in place a system fur plant 
variety protection. 

2 Unlike inventions in industrial products, which 
aredenovo, inventions in life forms essentially 
icsult from modificatiimsof pre-existing forms 
(It ait slarted from Ihc famous Diamond v 
Chakrabany tase 447 VS. .103, 1980). 
Patenting life forms also raises ethical and 
moral dilemmas. In India, the i.ssuc of farmers’ 
pri vilege to replant saved seeds has added fuel 
to the fire. 

There is a variety of forms of intellectual 
property protection in plants. For instance, 
in the US, an invention in plant based 
technology is given u.ility patents, plant 
patents, plant variety protection ccrtiricatcs 
or trade secret protection While utility pat¬ 
ents are awarded to transgenic plants (Agricetus 
patent on transgenic cotton, US Patent S.I59, 
136), plant patenu and plant variety protec¬ 
tion cerlificales protect particularly Ihuse 
products resulting from traditional tmeding 
techniques. Trode secrets protection is awarded 
to parental line.s of FI hybrids (Pioneer l!i- 
Bred patent on parental lines ot corn). 
Though all these forms provide similar 
protection to the breeder, they differ in 
degree of description, statute and the 


administering authority. For details refer 
Kjctdgard and Marsh 1994. 

4 Modem breeding involves the manipulation 
of genome. Inclusion of foreign genes into 
plant genome (for, c g. Bt-iransgenic cotton) 
and manoeuvring plant reproduction system 
(e g, tenniiuitoc technology) have far- reaching 
ecimoinic ramifications. 

5 l.andraces and traditional varieties are the 
outcome of farmers' breeding. Such varieties 
are not ielea.sed by any organisation, but spread 
and refined continuously hy the cultivators 
themselves F. g, must of Ba.niati cuhivars 
and Mango cuUivais arc Undracrs/tradilional 
varieties. Refci Zeven 1998. 

6 TItc new act resulted from a diplumalic 
conference held in Geneva. The IWl act 
required a minimum of five ratifications and 
accc.ssions before coming into force as an 
iiitemaliunal legal instrument. The accossiun 
of Bulgaria and the Russian Federalioii 
brings lo fix Ihc number of ailhcrriiccs. 
The lll’OV Ollice has calculated, however, 
■hat protection. Iiased on the 1991 Act. is 
already available within the donieslic laws of 
more than .lUciximries. ITe I IK JV Cons ention 
was iniiially cicaicd in I%1 Bn ween l%l 
and 1991. diamaiic .scientific and technical 
devciopmenis look place rcsuliing in ihc 
emergence ol genetic engineering and 
advanced tissue culture. These desclopmcnts. 
plus the experience of operaling flic l*)6l 
Convs'iilion.providi-d powerful nuitivalors for 
the 1991 revision ul Ihc C'unvcniion 19‘>l 
lUPGV press release no 30. 1998), 

7 I In less otlierwisc specified, hentcfoi ih I Il’f) V 
means the 1991 act ol UIOV and CoFiiB 
implies Ihc draft treaty (DeieinliCT 1998) 
proposed as .in alternative to l.'I'OV. 

8 It IS order lo note that farmcis' nghls and 
farmers' pi ivilcgc are entirely dillcrenl. Fann¬ 
ers' rights refer to the rights granted lo the 
farming community, which cniilles ihcin 
lo charge a lee Iron) breeders' every lime 
a land race or a ti.iditional variety is used tor 
breeding new vaiietics. I■arnlcrs' privilege is 
a form ol lestnction ol breeders' rights in 
order lo pcrinil fanners to use. for propagating 
purposes, on their own holdings, Ihc product 
of the harvest which they have obtained 
planting, on (heir own holdings, a protected 
variety. 

9 With regard to morphological, physiological 
and biochemical characicrisitcs a new vaneiy 
should he 

- Clearly distinguishable from any other 
existing varieties (distincincss); 

- .Suflicienity homogenous, having regard 
to its niiKle of ptopugaliiHi (uniformity); 

- .Stable in iis essential characteristics after 
repeated cultivation Islahilily) in short, 
commonly known as DUS. 

10 Arcoriling lo U PO V, in order that new variety 
satisfies the condition of novelty; application 
for the grant ot right in a CP musi be filed 
within one year ol rclra.se for commercial 
exploilatiun ul the variety in that stale, or 
within tour years of release (six years in case 
of trees and vine.s) m any oilier CP. 

11 Prima facie, common knowledge in the UPOV 
text means u,Ticial registration of the varieties 
However, all the other ways in which a variety 
can become a matter ot common knowledge 
still exist. Accordingly, one can bring forward 
any form of evidence to establish that a variety 


is a matter of common knowledge. Including 
iks use in the so-called informal sector. 
Declaration of breeding history of the variety 
IS necessary ihinigh not expliciily inenlkincd 
III any article (vicc-secrcliuy-gcncral, UPOV, 
|is'r.simal communication). 

12 Ti aditioiially. varieties -arc distinguisiwd hosed 
on morphological and physiological 
chai acleristivs. Due to narrow ing of llic genetic 
base and the increase in llie nuiiiherof varieties, 
sarieial identification is becoming extremely 
dil ficuli. 1'here.fote, muleculai IikiIs like ON A 
finger])rmling arc employed to suppoit the 
liuililional mellHMis. 

I.) A variety sluill lie deemed an FDV if il is 
prcdoiniiianlly derived from a prc-cxisiing 
v.iiicly while relaining the expression of die 
es.senliiil characteristics that lesult liom 
geiuilyiw orconihinuliuns of genolypes of die 
iniliul v.iricly. 

I4 Agriculiimil inlensificalion es|H'Cially muno- 
culliiie h-ss significaiidy eroded Ihe genetic 
base ol fiKKl crops in India. F g, m c.isc of 
rice. Irom over lO.lXMl difl'ereni luiulraces 
pi ior lo 1960, lo less than M) varielics euiTcntly 
IMcNcrIy cl al I989|. 

I .*i OeneKilly. cominilsnry lieriising is invoked to. 
eiisiiic that (a) die vaiicly is .ivailuhic lo Ih'- 
public al reasonable iiriees. (h) llic supply ni 
die ssiriety is widely disli ihiili'd; (c) ie|iroiliK'- 
tive material ol' .igh qtiiilily is kept; (d) niyally 
rales are kepi reasonable. 'Ibis piovisioii exists 
in the donieslic laws of even dcveloiu-d 
countries like Canada, tire UK and Ausliulia 
(lor dclails see I/A' I'lani Itm-dfi s' High! 
Himdlnuik Idsjg; A (luiilr lo I’limi Hreeden' 
mglils I9‘^7 unii<'lein'iiillnfi$imaliononl‘HK\ 
19<)8). 
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Revisiting Kalyani, Former Agricultural Worker 

L4!ela Gulati 
Mitu Gtilati 

A poor low-caste agricultural worker, first taken up for a case study in 1975, is revisited in 1999. The 
article details the changes that have taken place and narrates come major events of Kalyani's life. This 
individual narrative is then used to study the theoretical issues of saving and investment, the relationship 
of family structure to economic production, the role of 'status' in influencing behavious and affirmative 
action. 


IN 1981, one of us published Profiles in 
Female Poverty | Gulati 1981), a set of five 
in-depth case studies of the lives of poor 
Kerala women. This publication was the 
result of a six-year {>eriod of interacting 
with these women on an almost daily basis. 

The thought of updating the ca.se studies 
occurred to us in 1992 while doing rc- 
.search on the property rights of w'idows. 
Jayamma, one of the subjects of the first 
set of ca.se studies [Gulati 1979), had been 
widowed .some years prior. In the inter¬ 
views lor that project, we began by talking 
to Jayamma about how her life had been 
affected by widowhood, it became appar¬ 
ent that her story was not only one of 
widowhtxid but also one of other dramatic 
changes from the story we had been told 
15 years earlier. Revisiting Jayamma 
[Gulati 19971 led us to a.sk whether there 
was a similar story of change with each 
of the other four women. These were five 
women who, in 1975, had been at the 
bi)ttom of both the social and economic 
ladders. Daily survival was the primary, 
if only, struggle. Today, discussion of 
other issues dominates. This particular 
story is that of Kalyani, the woman de¬ 
scribed in Profiles in Female Poverty as 
the “low caste agricultural worker”. 

1975: Sonic background 

We first met Kalyani in 1975. At the 
lime. Kalyani lived in a small thatched hut 
that measured approximately 20 feel by 
15 feet, with her husband and five young 
children. For seven people, the hut was 
small even by the standards of the squatter 
community Kalyani lived in. 

The community was composed of a 
group of approximately 40 families that 
had, for lack of an alternative, squatted on 
a piece of government land. The first of 
lhc.se small huts came up sometime in the 
early 1960s. The land was far outside the 
nearest city and the hope was th,it it would 
take a while before the government no¬ 
ticed that public land wa.s being illegally 
(Kcupied. 

The nearby city, Thiruvananthapuram, 
has now expanded to encompass the 
squatter community. A constant fear of 


Kalyani and the others in the settlement 
is that one day the government will de¬ 
mand that the squatters leave. 

We asked Kalyani and others in the 
community about the possibility of their 
claiming a legal entitlement to the land on 
account of their having adversely pos¬ 
sessed the public land for over 30 years. 
The response was that law and lawyers 
were of no use. A lawyer would only 
exploit them. He would charge them money 
and then strike a deal with the other side 
that would ensure that they lost their land. 
1n.steud, Kalyani and others were counting 
on the power of their votes, at the time 
of elections. The government in power, 
whether the leftists or the Congress, was 
unlikely to risk incurring the wrath of the 
entire community. The hope was that the 
government would, when it decided that 
it needed votes, appease the community 
members by allotting them alteniativc 
pieces of land elsewhere. This is what the 
government had done with long lime 
squatters elsewhere in Kerala. A problem 
would arise, however, if the land allotted 
was far away. 

In 1975, Kalyani was a 35 year-tild 
agricultural labourer [Gulati 1978[. She 
worked in the rice fields, weeding, trans¬ 
planting, and hars'csting paddy, on a day- 
to-day basis. Her 40 year-old husband, 
Mosha, also worked on aday-to-day basis. 
He worked on the trucks that supplied 
granite stones to local construction sites 
as part of a five-member team both load¬ 
ing and unloading the stones off the trucks. 
Employment for both Kalyani and Mosha 
was sporadic at best. They counted them¬ 
selves fortunate when they found employ¬ 
ment for 10 to 15 days in a month. Their 
wages, at the time, were in the range of 
six to h) rupees a day, Mosha's wages 
being closer to 10 and Kalyani's being 
close to seven. 

Kalyani and her family were at the bottom 
of the social ladder. They were from the 
lowest caste and had the lca.st in terms of 
income and wealth in the squatter settle¬ 
ment. Kalyani's marriage to Mosha, (a 
non-Hindu, he belonged to a group of 
lower caste Hindus, who allegedly as a 


result of financial inducements from local 
missionaries, had converted to Christian¬ 
ity), did not enhance her social status. At 
the time, this did not bother Kalyani, given 
her already low status. The fact that, unlike 
many of the other men in the community, 
Mosha had the reputation of a moderate, 
gave Kalyani the hope that he would 
contribute .some portion, if not all, of his 
income to the running of the household. 

Kalyani and Mosha were, at the time, 
illiterate, and they remain so. Illiteracy, 
something unusual in Kerala, extendi 
more or less to Kalyani's two oldest 
children, Niren and Nirmala. Niren, 16 
years old in 1975, had dropped out of 
school after a few years and was not 
engaged in work of any kind; household 
or otherwise. Twelve-year-old Nirmala 
attended schcml for a few years, but she 
was withdrawn from school when a 
younger .sibling fell ill, and Kalyani needed 
help at home. Nirmala was not sent back 
to sch(x>I thereafter. 

Of the three younge.st children, the nine- 
year-old daughter Vani. and the three- and 
four-year old sons, Vijayan and Raju, 
none were in school in 1975. Vani was of 
a school-going age, but Kalyani needed 
Vani at home to take care of the two 
younger sons, get groceries, and collect 
twigs. Her rationale for not sending Vani 
to school was that she did not have good 
enough clothes to attend school. At the 
time, however, Kalyani did talk about 
sending all three of the younger children 
to school. Although Kalyani was clear that 
between her children, it was her sons that 
she wanted educated, she was considering 
sending Vani to school. This was because 
several other girls of Vani’s age in the 
squatter were attending school. It cannot 
go unnoticed, however, that of Kalyani’s 
two daughters, first Nirmala and then 
Vani were sent to school, or withdrawn, 
on the grounds mainly of being required 
at home because the mother had to go out 
to work. Here, it is relevant that the public 
incentives for school-going children 
for low caste families were and are, as 
forthcoming, if not more, for girls as for 
boys. 
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mu willingness to send even Vant to 
school was partly a function of the incen¬ 
tives offered by the government. The gov¬ 
ernment had instituted a programme under 
which low caste families would get a small 
amount of money for each child, male or 
female, who attended school to cover their 
expenses on books and stationery.' In 
addition, they would get midday meals on 
school days. Nirmala. the 12-year-old older 
daughter, was too useful at home to be sent 
back to school, and Niren, the older .son, 
had firmly stated his desire to a void school. 
V ani’s use at home, however, was in taking 
care of the two younger sons, and once 
they were old enough to go to schixil. 
Kalyani felt Vani could go loo. 

In 1975, Kalyani was the poorest of the 
five working women profiled and wc feared 
for her the most. Not only was she strug¬ 
gling economically, but also her status, as 
a low caste working woman, appeared to 
attract harassment by men both at work 
and in the squatter settlement. Although 
still poorby almost any mea.sun:. Kalyani's 
life has changed significantly in the last 
two decades. 

The squatter 

Changes in Kalyani's life have occurred 
against the backdrop of changes taking 
place in the area surrounding the squatter 
settlement. In 1975, the area was both 
quiet and remote. Today, there is continu¬ 
ous construction activity on the lands 
surrounding the S(.|uatter. Several middle 
income housing colonics have come up. 
Facilities like .shopping, banking, and 
transportation, have all improved enor¬ 
mously. In all this is apparent the impact 
of urbanisation on the squatter commu¬ 
nity. 

In Older to prevent the squatter settle¬ 
ment from taking up any more land, the 
government has put upa barbed wire fence 
between the settlement and the adjacent 
unoccupied land (land that has been ear¬ 
marked for the Indian Air Force). The 
fencing in of the two acres of the squatter 
land is evidently meant to ensure that there 
is no further encroachment of public land. 

Nearby, the Centre for Earth .Sciences 
and the Indian Air Force have acquired the 
land, including ravines to the rear of the 
squatter. While the centre for Earth Sci¬ 
ences, a state government in.stitutiun, is 
already functioning, no bui Iding of the Air 
Force has yet come up close to the settle¬ 
ment. 

High income housing has come up all 
along the road to the .squatter, and the Air 
Force has been expanding its offices in the 
neighbouring area. Given the giadual 
gentrification of the area and the adoption 


of certain western notions of what is 
desirable in terms of a housing location 
(in this case a view of a lake, the squatter 
is located on a hill slope with a spectacular 
view of a nearby lake), land th.it was 
considered unattniciive two decades ago 
has become prime real estate. 

Kalyani and her fellow squatter inhab¬ 
itants realise that the land that they are 
occupying has increa.scd tremendously in 
value. Yet, their di.strusi of the legal sys¬ 
tem makes them unwilling to press a forninl 
legal claim. For tho.se of us who have been 
.schtxilcd in the virtues of an independent 
judiciary, the views of the squatter com¬ 
munity arc something of a revelation. It 
is the virtual non-iiccouiitability of the 
judicial system in India that makes it 
suspect to Kalyani and others in the .M|ual- 
ter, while it is the vote-based accountabil¬ 
ity of the politicians that seems to be nuirc 
potent in restiaimng the sy.steiti from the 
exploitation of the poor. 

The squatter scttictnent itself has had a 
facelift. Two metal roads, one going uphill 
and the other downhill make the two sides 
of the cone shaped physical settlement 
much more approachable. 

In 1975, the settlement consisted en¬ 
tirely of thatched huts with walls made of 
unburni mud bricks. Now, out of the 5.1 
huts, u good number iiavc plastcicd walls 
with painted drxirs and windows, and 
cement fliMirs. .Seven ofthc.se huts arc now 
pucca(with a(XTinancnt structure)and 12 
huts are scini-pucca. Thus every third 
hou.sehold has improved its living space 
sub.stantially. Ot the seven pucca houses, 
six belong to families who have one or 
more of their men working in the Persian 
Gulf, t^f tlic 12 semi-pucca liuis, six belong 
to the familtes who have at least one 
member with a regular job, fetching as¬ 
sured income. They do not have solid 
rtrofs; their roofs ate still thaKhed. But 
people in the community generally talk of 
concrete rooting and solid brick walls. 

Housinff conditions 

Kalyani's hut has undergone changes 
too. Immediately behind it is a tall barbed 
wire fence put up by the government, 
serving as a daily reminder that it may not 
be long before the government asks Kalyani 
to move. Despite the cvci-present threat 
of being asked to move, Kalyani, like 
several others in the squatter, has not 
hesitated to invest money and Libour to 
rebuild her hut. Ttxlay the mud walls that 
previously exis'ed have given way to 
unburnt bricks. In addition, Mixslia has 
built a ramp into the side of the hill, from 
the nearby road to the hut, and cemented 
the pathway using leftover pieces of brick 


and stone from nearby construction sites, 
making the approach to the hut easy and 
pleasant. When asked about her decision 
to rebuild despite the threat of {Xtssible 
eviction. Kalyani shrugged; “Why wail? 
Who knows when they will itsk me to 
move. It may take years before they make 
such a decision. After all, 1 have alrcatly 
lived here more than 25 years." 

Kalyani's rebuilt hut is stronger and 
larger. Then: are two new nxrms, each 
with an inde)tendeni entrance. The hut 
now has four rooms and each oxtin has 
both a latch and a padlock, a distinct 
impmvement in tcriiis of security tind 
privacy. In addition. Kalyani has a guard 
dog, Venu. "Unfottunatcly.'' she says. 
“Venu dtx's nothing hut sit quietly in the 
hut. No intruder would even know he 
cxiMeil." Thcic used to be a couple of 
coconut and banana tiees in the backyaid 
IGuluti and Mayer IW7i. but they now' 
fall within the land fenced in by the Air 
Force. Kalyani and Moslia did not dare* 
object to the fencing lor fear that objecting 
wouhl result in theit losing even tnoic 
land. Right in fi mt of the hou.se is a mud 
ledge on which Kalyani ami her cliiidien 
spend lime watching ilietx'casional car or 
truck go by. Cars aixl trucks, however, arc 
nut unusual anymore. 

Kalyani al.so has a sriiall tlialclicd shed 
which holds dry wtxxl .iha viiigs, twigs .md 
leaves that Kalyani collects to u.se as fuel. 
1'hc portion ot the hou.se nearest the shed 
is the kitchen. In the kitchen is a small 
burtieron which Kalyani dix's the cooking 
for the family. The kitchen also contains 
a large collection ot stainless .steel cook 
irig vessels, stacked high. Right outside 
the kitchen, on the little space separating 
the hut from the iuci shed, arc three Itirgc 
stainless steel vessels for storing water. 
This IS also whcic the two bicycles ot the 
family. both recent ticquisitions. aie parked 

The KXJin to the left of the kitchen is 
the bednxnn used by Kalyani and Moslia. 
All that the room contains by way of 
furniture is a thin straw tnut. On the wall 
is Kalyani's collection of pictures of Hindu 
deities and spiritual leaders. Moslia is a 
Christian, but he docs mind that Kalyani 
follows her own a-ligion. Indeed, Kalyani 
practises religion for both of them. .She 
performs ntualsat the local I liiuJn temples 
and also attends tunciions at the local 
church, oblivious many possible nicoiisis- 
tcncy. She tells us that many other low 
caste Hindus oticn allerid church tixi; “It 
dims not hurt to gel help from both the 
church and the temple. I need all the help 
tiiat I can get.” 

Raju and Vijuyan, the two youiigc.st 
sons, have the room adjacent to Kalvaiti'x 
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bedrcxtm. ITie wallsot the room are coveted 
with pictures of Malayalam movie stars, 
both Raju and Vijayan being avid movie 
goers. In between the posters is a mirror. 
As with Kalyani'sroom, the only furniture 
here consists of two straw mats. There is 
a clothesline in the room on which the two 
sons hang their clothes, including syn¬ 
thetic shirts; hanging clothes on the line 
to protect them from mildew and rats. A 
portion of this room is separated from the 
rest by a neat brick wall. This is where 
Raju keeps his brmks. 

The fourth room in Kaiyani's hut is 
occupied by her eldest son, Nircn, and his 
wife Shobhana. This is the only room with 
a semblance of modem furniture. A large 
double bed occupies almost the entire 
ixH)m. The room has an opening that lcad.s 
to a .set of stairs cut into the side of the 
hill, that, in turn, lead to a separate space 
where Shobhana docs her cooking. The 
fact that Shobhana has a .separate kitchen 
issignillcant in thatit signals that Shobhana 
and Niren have decided on an existence 
independent of the rest of the family, whi Ic 
still being part of the family. Families in 
the settlement are too poor and the space 
they possc.ss is too limited to do anything 
but share space. Kalyuni is no exception. 

None of the nmms in Kaiyani’s hut have 
windows and that keeps the house per¬ 
petually dark. Kalyuni explained that when 
she and Musha built the hut, they set the 
r(H)f too low, which later made it difficult 
to build window.s. Besides, ns Kalyuni 
pointed out, the thatched nxtf lets in enough 
air. 

Kaiyani’s access to amenities has im- 
pmved since 1973. The improvements have 
taken place largely because of government 
interventions. None of the huts has run¬ 
ning water, but the squatter as a whole has 
access to three public tups. In 1973, the 
entire S(|uattcr was .served by one public 
tap( whicli loo was inconveniently ItKated, 
by the side of the hilltop road). The in¬ 
convenience was especially great for fami¬ 
lies whose huts were located downhill. In 
that rcs|)ect, Kalyuni was better placed, 
living as she was by the side of the hilltop 
road, though at some di.stancc from the 
public lap. There were always problems 
and complaints about the squatter house¬ 
holds using the tap fur bathing (the rule 
being that the tap water was only to be 
ii.sed fur drinking and cooking). Now there 
are two public tups within the squatter 
settlement itself. This has made things 
relatively easier for ail the hou.seholds. 

Even today, each morning Kalyuni must 
go to the public tap, stand in line with 
neighbours from the squuiier. and wait for 
her turn to collect water for the family. 


I'he water in this paiticutarhiiKop tap runs 
for only a couple of hours and that too 
during the very early hours of the morning. 
The reason for the water shortage is that 
the squatter is on a hill, and there are only 
a few hours a day during which there is 
enough pressure for the water to get 
pumped uphill during hours when every¬ 
one else is asleep. 

Following the state government deci¬ 
sion to provide a single point electric 
connection for families below the poverty 
line, Kalyani now haseiectricity in her hut. 
In fact, Kalyani has three points in her hut, 
having paid for the additional points, and 
pays Rs 44 every second month for power 
consumed. 

In 1992, Kalyani and Mosha were able 
to construct an indoor toilet with a thatch. 
Unfortunately, the toilet was badly dam^ 
aged in the rains. Reconstructing it with 
bricks and cement requires at least two 
hags of cement and .some skilled labour, 
neither of which Kalyani feels she can 
afford. Toilets arc a low priority. Govern¬ 
ment assistance is available for the con¬ 
struction of toilets and low ca.ste families 
are entitled to a preference in receiving 
such assistance. Still, Kaiyani's hut docs 
not have an indoor toilet. 

Personal life 

In 1975, we did not expect Kalyani to 
live for another 20 to 25 years. Given the 
type ol work she did as an agricultural 
worker and the hard routine of her daily 
life at the time, the expectation was not 
unreasonable. Not only is Kalyani alive 
today, but the quality of her life has 
improved in terms of both shelter and 
amenities. To some extent, this correlates 
with general improvements in Kerala where 
there has been an appreciable improve¬ 
ment in the expectation oflifeat birth. The 
improvement appears to he due, in part, 
to a significant increase in the access to 
health care for the poor in the state. 

Kalyani is, of course, older (nearing 60). 
Her hair, which used to be jet black, shows 
only a few traces of gray. Her teeth, though 
somewhat stained from chewing tobacco, 
are sti II intact. She has only a few wrinkles, 
though her eyes give away her age. Her 
feet and palms are rough and calluscd a.s 
a result of years of hard work. Outwardly, 
Kalyani looks healthy. Actually, however, 
K.'ilyani is not well at all, not having 
recovered fully from an accident she was 
involved in at the work site. As a result, 
she has virtually given up work. Even, 
inside the house, she feels unable to do 
chores because of frequent headaches. 

Kiilyani wears little jewelry other than 
a liny gold stud in her nose. In terms of 


cioitiing. even ror oay-io-oay cnores out¬ 
side, she prefers to dress in good sarees 
when she can, rather than wearing a lungi 
and upper cloth, which she still does at 
home (the latter being normal work garb). 
Her ensemble has changed somewhat in 
that for outings she wears off-white sarees 
or a traditional Kerala dress and rubber 
slippers and carries a plastic purse, say 
when she attends a wedding. Otherwise, 
she generally moves around barefoot in 
the squatter. Her temperament continues 
to be plea.sant and conversation with her 
tends to be full of humor, wit and warmth, 
(though, on occasion, she can be some¬ 
what irritable, possibly because of her 
constant headaches). 

It is noteworthy that Kalyani is still 
living with Mosha. Working women liv¬ 
ing in Kaiyani’s neighbourhood, who work 
as casual wage workers, do face the pros¬ 
pect of separation from their men. These 
separations seem most likely to happen 
when the children are growing up and the 
economic pressures on the households.arc 
the greatest. This appears to be related to 
the observation that a wife working as a 
causal wage worker, is not perceived as 
asourceof status by most men. In Kaiyani’s 
squatter community, 33 per cent of the 
households arc female headed, much 
higher than the state as a whole where only 
19 per cent of households are female 
headed [Gulati and Mayer 1997). 

Kalyani was in reasonably good health 
until 1997, when she met with a majo’’ 
accident. She was helping workers in 
building aretaining wall behind her house, 
and she slipped and fell over granite stones 
that were being unloaded, hurting the back 
of her head. This is a common hazard 
faced by construction workers in the area. 
Kaiyani's external wound was attended to 
immediately and has healed. She was 
immobilised for almost two weeks. Still, 
her recovery i.s not complete. Kalyani has 
had severe headaches ever since and has 
almost entirely withdrawn from the exter¬ 
nal labour market. She believes that she 
would have been alright if the injury had 
resulted in profuse bleeding. Since she did 
not bleed well enough, she feels, there is 
most likely a clot that is causing her intense 
headaches. She has both gone to the doctors 
and prayed at the temple, offering special 
body circumbulation, but has found little 
relief. 

The doctors recommended a brain scan 
which would cost Kalyani a minimum of 
Rs 1,000. She and her family can mobilise 
the money, but Kalyani fears that once the 
scan is done the doctor will invariably ask 
her to undergo surgery and that she will 
never recover from it. All the information 


.)670 


Economic; and Political Weekly December 25, 1999 



she has collected about the brain surgery 
is negative. Instead, she wants to go in for 
a course of ayurvedic treatment which 
involves herbal oil massages and dietary 
restrictions. Plus, it will cost much less. 
Kalyani’s health has become the major 
cause of concern for her family. 

From agriculture to construction 

When we first profiled Kalyani, she was 
an agricultural labourer, working in the 
paddy fields, seasonally planting and 
harvesting rice. It has been a number of 
years since Kalyani left agricultural work 
for construction labour. Today, most of 
the paddy fields in the area have been 
replanted with either coconut or banana 
trees. In addition, land close to cities that 
was previously u.scd for the cultivation of 
rice is gradually being filled up and con¬ 
verted into .sites suitable for housing. 

The shift away from paddy cultivation 
and the increased availability of work in 
the construction industry have pushed 
Kalyani and many other female agricul¬ 
tural workers into .seeking employment as 
unskilled construction workers. Hven us 
early as in the mid-l'JXOs Kalyani was 
finding it difficult to get work on the 
paddy fields. There was a short period 
between 1985 and 1987 during wiiieh 
Kalyani attempted to make ends meet by 
collecting herbs (for ayurvedic medicines 1 
and lemon grass. She would also weave 
ciK-onut palm leaves that were later used 
for making thatched tool's. The income 
she made, however, was loo low and she 
had to return to being a casual wage 
labourer. 

Kalyani, until recently, workeil at the 
construction sites whenever work was 
available. In addition t canying bricks, 
her Job loasisted of mixing cement and 
carrying it on her henil according to the 
mason's directions. Unfortunately, the 
availability of construction work was ir¬ 
regular, and Kalyani often went without 
work for periods as long as a couple of 
weeks. Lately, with significant increase in 
the wages of both tnalc and female un¬ 
skilled labourers (GoKp, it has Ivecomc 
especially hard for women to find work. 
Contractors prefer young teenagerl boy.s 
over women. Vijayan, one of Kalyani’s 
younger Sons, often docs construction work 
as well. His wages arc the same as a 
woman's, but that is only because he is 
young. In a few years, Vijayan will also 
be paid a regular man’s wages. Though 
young boys are paid the same wiigcs as 
women, Kalyani .says they are preferred 
over women because they can do more 
work and can sttiy behind late in the 
evenings at the work sites. 


In 1975, Kalyani was working for a 
wage of .seven rupees. In 1994. Kalyani’s 
daily wage was 55 rupees. In 1997, 
Kalyani’s wage h-ad risen to 110 rupees 
a day. When compared to the wages in 
neighbouring states (Gulati and 
Ramalingam 1904], those in Kerala are 
very high, often two or three limes more. 
The problem, however, is one of getting 
stable work. Kalyum’s ill health and re¬ 
sultant inability to do hard labour, how¬ 
ever, have made the issue of obtaining 
work iicadcmic. 

Unskilled male labourers h.i' c alwtiys 
ciimcd more than their female counter 
parts. When Kalyani was paiti 55 rupees 
iwrday. men were earning f»5. When daily 
wage for women went up to 110 rii|)ee.s, 
men got ten ruiwes inoiv. This is despite 
the fact that the minimum wages set hy 
the government arc no different for men 
ami women. It is the market that pays men 
a daily wage higher than women for the 
same work. Hut the wage differentials 
between men and women do not bothci 
Kalyani: "I Just wish I could have gotten 
R'gular work". 

Kalyani exphuned that Iheie was no 
question of any worker, mah.* or female, 
ever agreeing to woik at a rate tower than 
that agreal uivon by consensus, even when 
there was an ovcrsupply ol labour at the 
current wages. “The only pco|vIe w-ho arc 
willing to work lot lower wages aie 
labourers from neighbouring stales. If 
people find out that a contractor i.s bring¬ 
ing workers in troin ncighlvouring states, 
then that work site will begin to have 
Iirnblems." 

In 1975, no one in Kalyani's family was 
a member of any union. By 1997, both 
Vijayan and Niren had became members 
of the l(K'al union alfiliatcd to the Con¬ 
gress I’ariy. The other big local union, one 
affiliated to the Marxist parly, is also very 
active in the sciuaiter and interestingly, 
Kalyani is a member of that union. .So, 
within the same family, membership is 
divided between two competing unions, 
possibly to ensure that benefits of union 
membership continue to accrue to the 
family icgardlcss of which political parly 
is in power in the slate government. Ini¬ 
tially, Kalyani was unhappy that her sons 
hc(.amc union members. .She did not trust 
the unions and fell her sons would get into 
trouble and bveonie involved m violence. 
She also felt that their membership fees 
and dues were too high. l,alcr. however, 
Kalyani herself joined a union hoping that 
as a union member she would get work 
more often. 

A few years ago, the households within 
the squiiitcr itscll decided to foim an 


organisation. Though it is run primarily 
by men, it nevertlielcss serves as a means 
to voice the collective concerns of the 
comiminily. There is also a scp.araic 
women’s organisation 'tin by the Marxist 
puny. This organisation is known as 
'Hiirogamana Samskarika Mahila 
Sangham'. Kalyani and many otiwr women 
from (he squatter arc members. With the 
help of the local political party, the 
orguiiisution |H'rsuudcd the newly estab¬ 
lished Centre for Ktinh Sciences to give 
Jobs to the women of the .squatter settle¬ 
ment. As a result of thiseffon, five women 
including Kalyani got jobs cleaning the 
premises of the institution. Tliey hud argueit 
for the jobs on the ground that (Hroplc 
living in the neighbourhoiKl should be 
given Jobs on u priority basis. 

K:ilyiini’.s new job as a cleaning Uuly did 
not pay much, just 2.50 rupi'es a inonili 
which was less than the amount Kalyani 
could expect to earn doing three ilays of 
construction work. Still Kalyani was 
delighted Working at a government in- 
slilulion vvilh educated iKsiple. gelling to 
wear a .snree to work, and having a job 
to go to every day. were factors she found 
important. Moreover, there was less lia- 
rassnicni by die men than there was at the 
eonsiruelion site, and it was safci and 
cleaner. KalyAni told us that not only was 
she happier working foi the institute, but 
.so was everyone else in the lanniy. It gave 
them all better status. It made Mosha 
esiiecially happy since, his wife was no 
longer working so closely vvilh other men. 
Unfortunately, the |oh did not last long 
Within lour years, the institute deculed to 
contract out the cleaning services us 
opposed to udniinislering the cleaning 
itself, and the firm that was hired biought 
its own cleaners. .So Kalyani was left with 
no option but to go back to eonsiruelion 
work. She stayed on in eonsiniction until 
her aecident. 

Did Kalyani have other options? With 
a new middle class neighbourhiKid com¬ 
ing up nearby with professionals des|H'i 
alely looking for doincslie help, Kalyani 
could have easily taken up a cleaning Job 
ill the.se houscliolds for the same kind ol 
pay, if not more, as in die government 
institute she had worked lor But the one 
kind of work that Kalyani refuses ti, do 
is that of a iloineslie servani. In spile ol 
the fact thill the |«iy would In- regular, and 
that Kalyani’s lood would gel covered, 
she feels that working as a domestic servant, 
and having to Lonstunily take orilcr'., is 
demeaning. I'urther, her children do noi 
want hci to work as a domestic servant. 
She told us in no uncertain terms that 
being a cleaning lady in an inslilulion was 
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different froin working as a domestic. 
While one enhances your status the other 
lowers it. 

Mosha has also switched occupations. 
He found loading and unloading trucks 
too strenuous, giving him headaches. 
Mosha now work.s mixing and slacking 
manurc. There is nut much demand for 
such services. He is lucky if he gets 
employed even once a week. 

Kalyani’s expenses, when we met her 
in 1975, tended to be higher than her 
income. She had complained: “If Mosha 
would not eat out all the time, we might 
even be able to save a little. But there is 
no question of his not eating out.” As was 
true in 1975, Kalyani's ration curd re¬ 
mains pledged even in 1999. She hud 
retrieved it for .some time, but when Niren 
got injured she had to pledge it again in 
order to pay for the hospital expenses. The 
ration card, which entities the family to 
get basic food items and kerosene at 
subsidised prices, would reduce the ex¬ 
penditure of the family. But Kalyani has 
rarely been able to make use of the curd; 
•‘It will cost me 2IX) rupees to get the ciuxJ 
back. But there are always other things 
that I need to spend on.” 

On the days that Kalyani got work, .she 
made sure that she bought extra food and 
could fed her sons and Mosha well. Now. 
she depends on Mosha and her two sons 
for money to do her daily shopping. On 
the days Mosha gets work the family eats 
well UX 1 . but not as well as it could because 
Mo.sha spends some of the money eating 
out. Kalyani usually buys sugar, vegetables 
and rice and often fish. The price of fish 
has doubled in the past few years, but 
Kalyani thinks that it is important for the 
body to eat fish. This she believes, is 
particularly im|H)rtant for the growth of 
young people. Kalyani’s big problem tends 
to 'oe buying kcro.sene which she still 
requires in spite of the electric connection. 
A small bottle can cost moie than six 
ruiices without tier ration card. 

Although Kalyani feels that Mo.sha could 
cat out less, she is unwilling to cut down 
the other major source of expenditure, 
which tire wedding presents for others. 
Not only arc wedding presents expensive, 
but also attending a wedding means going 
without work and foregoing the wages of 
that day. In a year. Kalyani and Mosha get 
invited to, and attend, at least 10 wed¬ 
dings. To be part of the communit>. it is 
considered inqiortant to atteml weddings 
(and luncials) and to give piescnts Low 
income families .seem to attach no lc.s.s 
importance to the observance of these 
obligations than families with higher 
incomes and wealth. This is soeven though 


the burden retati ve to income is greater on 
low income families. 

Life of the family 

The composition of Kalyani’s house¬ 
hold has changed significantly over the 
past two decades. Three of her children 
are now married. Akso, Kalyani’s house 
has been split into two, accommodating 
two households. In one, Niren and his wife 
Shobhana run their own huu.sehold. It is 
only the two younger sons, Raju and 
Vijayan, who live with Kalyani and Mosha 
as part of one household. 

Kalyani’s two daughters are married and 
no longer live with her. Of the three 
marriages that have taken place in the 
family, two were common law and one 
was traditional. Common law marriages 
aie those where the parents grant con.sent 
but there is no ritual ceremony .Traditional 
marriages in the squatter involve match¬ 
ing huro.scopes, giving dowry, and invit¬ 
ing guests. After each marriage, even the 
common law ones that did not please either 
Kalyani or Mosha, Kalyani welcomed the 
new son or daughter-in-law into the home. 
But each wedding brought much turbu¬ 
lence. 

Nirmala was Kalyani's second child and 
oldest daughter. In the |)criud between 
1975 and 1978, Nirmala was Kalyani’s 
primary housekeeper. Later, Nirmala 
started working at the nearby brick kiln 
carrying bricks, and used to give Kalyani 
all but a small portion of her earnings. 
Apparently influenced by her higher caste 
c'/.hava neighbour, Kalyani set her sights 
on having N irmala miuricd ‘properly’. This 
meant atradilional arranged marriage with 
a caste bridegroom, an exchange of dowry 
and horoscopes, and a big ceremony with 
lots of guests. Why go through these 
motions? Kalyani explained: “A proper 
wedding brings respect to the parents. It 
means that the parents have fulfilled their 
duly towards their children.” 

Kalyani wanted to get her daughter 
married before her higher caste ezhava 
neighbour got hers married. She had begun 
hearing rumours that Nirmala was seen 
talking to a young man at the construction 
site and became worried that they might 
elope. Not willing to take any chances, she 
idcntir»;d the young man, Mohan, a 24- 
year-old Pulayabrick inoldcrfrom Nemom 
(an area known for its brick kilns). 

Nirmala was only 16 and under the 
legally permissible minimum age for 
marriage (18 for women). The average age 
at marriage for women had reached 22 in 
Kerala. Rut the legal requirements were 
the least of Kalyani’s worries since, at 
least to her knowledge, these laws were 


never enrorceo. bo Kaiyani took uie ini¬ 
tiative. investigatedMohan (horoscope and 
ail), and even persuaded Mosha to join in 
the formalities. 

After some persuasion, Mohan and hi.s 
parents agreed to the marriage. Kalyani 
and Mosha felt that this was a good time 
for the family to host a big wedding. For 
once, they were doing better economi¬ 
cally. With Kalyani, Mosha, Niren (he had 
got a job loading and unloading trucks) 
and Nirmala, there were four working 
members in the family. It was summerand 
the construction work was plentiful. It was 
time for a wedding. 

Kalyani had made up her mind that 
Nirmala and her husband should live with 
the family. Therefore, as part of the prepa¬ 
rations for the wedding, Kalyani and Mosha 
pulled down their hut and rebuilt it with 
an additional room. 

The wedding was in April of 1980. As 
the parents of the bride, Kalyani and Mosha 
paid for the wedding expenses. That in¬ 
cluded both food and music. All th« 
neighbours were personally invited 
Kalyani gave Mohanadowry of200rupees 
and promised that Nirmala would be giver 
a gold necklace. After paying for all the 
wedding expenses, however, there was 
not much money left for the necklace 
Since Kalyani had told everyone that 
Nirmala would akso be given a new golc 
necklace for the wedding, and the in-law: 
and their guests expected to .see the neck¬ 
lace, she borrowed a neighbour’s necklart 
for Nirmala to wear. After the ceremony 
conducted by a Hindu priest, the necklace 
was returned to its owner. All that Nirmah 
got was a saree. She was upset, but no ont 
paid any attention. What was importan 
for the family was that the wedding hac 
gone off well. Once the wedding was over 
the couple went to Mohan's home ir 
Nemom for a few days and then returnee 
to their new room in Kalyani’s h ut. Mohat 
had brought his transistor radio and watcl 
and so a new lock was put on the doo: 
of their room to protect the.se valuables 

Within a week after the wedding 
Nirmala resumed work at the brick kiln 
Kalyani is not sure why, but soon there 
after Nirmala became quiet and withdrawn 
Kalyani knows that Nirmala was upse 
about the gold chain, but has no ides 
whether Nirmaia’s in-laws gave her a hart 
time about not wearing the chain. In an] 
event, since Nirmala was now married ant 
continuing to work, Kalyani decided tt 
ignore her moodiness. Nirmala and Mohai 
had been considering having their owi 
kitchen. That would have been an asser 
tion of their independence. But Kalyan 
discouraged them and prepared food fo 
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both of them. Looking back, she says, “I 
thought I had done quite well in getting 
Nirmala properly married". 

One evening, a couple of months after 
the wedding, Nirmala was especially quiet. 
Kalyani recollects; “The neighbours tell 
me that Mohan threw a bucket full of water 
on Nirmala earlier in the day to wake her 
up. But that is not unusual. Men here often 
throw buckets of water on la/y women." 
Nirmala, however, reacted badly and went 
to the public tap in her wet clothes - 
something altogether impropci. The next 
day Nirmala was found dead. She had 
hanged herself from the ceiling of her 
room. It was mid afternoon and Mohan 
was at the local tea shop. When he came 
home he found the door locked shut from 
the inside and no one answered. He broke 
open the door to find Nirmala dead 

The squatter was in shuck and Kalyani 
was inconsolable. Wc have seldom had 
difficulty in talking to people in the squat¬ 
ter about their tragedies, but to this day 
no one has been willing to explain 
Nirmala's suicide. But two facts arc worth 
noting. First, suicides arc not unknown in 
the squatter, though no one talks about 
them. Second, on a macro level, the re¬ 
ported suicide rate in Kerala is the highest 
in the country. Since this was a suicide, 
the police were obliged to investigate. But 
Kalyani told them that she suspected no 
one. After po.st mortem at the local Medical 
College Hospital, Nirmala's body was .sent 
back for cremation. Kalyani took the ashes 
and buried them in the space right behind 
her hut so that Nirmala would always 
remain close by. 

Kalyani is firm in her assertion that she 
never suspected Mohan of any foul play. 
Indeed, not only did she protect him from 
the police but also allowed him to stay 
with the family for a couple of months 
after Nirmala died. The neighbours did not 
like this and there were rumours about 
Kalyani herself having an affair with 
Mohan. Mohan returned to his home in 
Nemom in a few months. The shock of 
Nirmala’s death was too much for Kalyani 
and she was unable to go to work for 
months. 

In the meantime, Niren, *hc oldest son, 
had moved away from home and found 
work in the nearby seaside village of 
Manvila. Here he btxame involved with 
a girl and was about to elope. Kalyani had 
heard that Niren was interested in a girl. 
But she was too upset following Nirmala’s 
death to try and dissuade Niren. The girl, 
Shobhana, had dropped out of school in 
the sixth grade whereas Niren himself was 
virtually illiterate. Since Niren had de¬ 
cided that he wanted to marry Shobhana, 


Mosha and Kalyani went over to the girl's 
home to ask her parents for their approval 
to avert an elopement. Since this was to 
be a common law marriage, there was to 
be no dowry. Common law marriages are 
fairly common but not looked uptm with 
favour. Nevertheless, a marriage where 
the parents have granted their formal 
approval is thought of .hs more re.spcciablc 
than one without approval. 

Niren and Shobhana moved into the 
room formerly used by Nirmala and 
Mohan. Initially, Kalyani insisted that they 
remain as part of her hou.sohold and iwt 
have a separate kitchen. But despite Iniing 
married, Niren continued to be inespon- 
sible. Shobhana was not working u.s yet 
and was left to be taken care of by Kalyani 
while Niren was spending all his earnings 
on eating out, movies and alcohol. Kalyan i 
did not want the added responsibility and 
so she asked Niren and Shobhana to run 
their own kitchen. Since then. Niren has 
obtained a separate ration card for himself 
and his wife. Kalyani .says, “I think that 
letting him take rcs{xinsihility fur his own 
family wasagotKl thing. He is more careful 
in spending his money and even makes a 
budget." 

Within four years of getting married. 
Shobhana and Niren had three children, 
all delivered in a government hospital. 
The fust child, a son, was stillborn, but 
the other two girls were born healthy. 
When the last child airivcdm 108.^, Kalyani 
took a month off work to help Shobhana. 
Stxin after the child was born, Shobhana 
gut herself sterili.sed. She did not want any 
more children, even though she would 
have liked to have a son. 

Shobhana is 28 years old now and her 
daughters are growing up, but she docs 
not go out to work. Niren docs not want 
her to go out to work. Kalyani also is happy 
that her daughter-in-law stays at home. 
The two daughters, ten and eleven years 
old, are in school, both in the fifth grade. 
Their schooling is notagreat burden. '1 hey 
get a free midday meal, a bcKik allowance 
and free tuition. 

Niren is now 32 and works as an un¬ 
skilled construction labourer at the Air 
Force base nearby. He makes 120 iiipees 
on working days. A member of a union, 
Niien gets more work than he would if 
he were a non-union worker. 

The wedding of Vani was the third of 
the household. Vani never got sent to 
school. For one reason or another, Vani 
was kept at home taking care of the house 
chores. Kalyani did not realise that in 
allowing Mohan to stay with them fur a 
while after Nirmala's suicide she would 
find new problems. .She assumed that Vani 


was too young and that Mohan, having 
lo.s| his wife so recently, could not pos¬ 
sibly be interested in Vani. 

One day, after Vani had turned 15. not 
long affer Nirmala* s death, Mohan showed 
up at the hut to ask Kalyani for |x;nnission 
to marry Vani. Kalyani did not blame 
Mohan for Nirmala's death, but she did 
not want to lake any further risks. .She 
refused Mohan permi.ssion. But that was 
not the etui of the story. 

In January 1985. when Kalyani was busy 
looking after Niren's new baby. Vani ran 
aw ay to her aiini's home. One night, when 
the others m the aunt's house were asleep 
Mohan showed up in an auioriekshaw and 
took her away. As with Nirmala, Vani was 
under the legally permissible age for 
marriage. Kalyani, however, did not want 
to involve the police. The next day, .she 
ami Mosha went over to meci Mohan's 
parents and invited him and Vani hack. 
A week later, Vani came back to .spend 
a night at humd. 

Vani is now 25 and lives with Mohan 
in u .scparuie home. He works us a c<H-unul 
cutierand they have; wo children, a.seven- 
year old girl and a five-year old Ixiy. Both 
arc in schiHil. At lca.st on the surlucc, 
differences appear to have been forgotten, 
and Vani and her family visit Kalyani 
ofien. ‘ 

Raju, Ihc second .son has been a tremen- 
dou.s source of support and pride to both 
Kalyani and Mosha. In 1992. when Raju 
was 22, he was an undcrgradiialc at a local 
college. He did most of his schiKil work 
ill the early part of die evening and some- 
tunes studied by candle light. Raju has 
been a gotKl stuilent. Under a government 
scheme, Raju, like other low ca.sic chil¬ 
dren, was entitled to stipends to enable 
him to continue edneation al higher level. 
In addition to completing his graduation 
and .studying ccoiuitiiics in college. Raju 
Las al.so completed a une-ycur cnur.se at 
the ncaiby liuhistiial Tniiiiing Institute. 
Virtually all his cdiieaiion was subsidised. 
Raju is not only the first person in Kalyaiii's 
family to have completed scIkmiI, but has 
gone iar ulmvc that. Today, Raju is the 
mo.st highly educatexl person in the squat¬ 
ter. 

F.vcn though the govcinnient provided 
Ra|u with financial assislunce diiilioii, a 
lvx)k allowance of Rs 60 a year, and a 
discount on bus fares;, dicrc weic other 
expenses. Raju felt dial be needed giMxi 
clothes, new bcMiks when he was in col¬ 
lege. These were expensive and although 
Kalyani gave Raju whatever extra money 
she had, it was never enough. Raju and 
Ins younger biothcr, Vijayaii, howcvei, 
made some money delivering newspapers. 
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At 5.00 am each morning, each delivers 
newspapers to 100 houses and gets 
paid Rs 300 a month. First they used to 
deliver newspapers on foot. Then they 
invested their initial earnings in two bi¬ 
cycles and things became easier. These 
two bicycles remain a source of pride for 
the family. 

Raju's graduation has increased 
Kalyani’s status in the community al¬ 
though, as we will explain, it has produced 
resentment in her neighbours. This is 
because Kalyani’s upper caste neighbours 
feel jealous since their children have not 
been able to have access to the same 
government subsidies. No one in the 
squatter is as highly educated as Raju. 
Kalyani resents the fact that Raju is not 
given enough credit by the others for his 
diligence and tenacity in pursuing an 
education. 

Kalyani herself cannot believe that her 
son could get so well educated; “I would 
have laughed and thought the person crazy 
if anyone were to have told me that one 
of my children would attend college.” 
Kalyani’s immediate higher caste Ezhava 
neighbour, who was friendly with her all 
these years, has now raised a brick wall 
between their two huts so that there is no 
contact between these two families. 
Kalyani suspects that her neighbour is 
Jealous of her good fortune and feels 
insecure that her daughter might become 
romantically involved with Raju. 

Vijayan, the youngest son, is 18. He 
made it to the tenth grade in .school, but 
has not been able to cross the hurdle of 
the tenth grade statewide exam. Kalyani 
jokingly mentions that the more help he 
got with his .studies (attending tutorials), 
the lower were the marks he got. He has 
started working as a construction labourer. 
Like Niren, Vijayan also has joined a 
union. However, unlike Niren, the union 
has not been able to provide Vijayan with 
regular work. 

Vijayan continues to deliver papers in 
the morning and has also learned to drive 
an autoricLshaw. He now works as an auto 
driver. Kalyani is happy that Vijayan 
contributes some of his earnings towards 
the family expenditures. Raju and Vijayan 
spend a lot of money on movies, but Kalyani 
does not mind that. Unlike Niren, Kalyani 
has no intention of getting the two sons 
married early. In our last interview in 
1994, .she said, “It was a mi.stake to push 
Nirmala into getting married .so young.” 

January 1999: Post script 

Kalyani proudly informed us that she 
had just purchased a large colour televi¬ 
sion for Rs 10,000. "Now, people come 


to my house to watch TV. We even have 
a stand and a nice box fm the TV.” Raju 
purchased the television largely on credit. 
The loan payments do not worry Kalyani 
though. Having the television is impor¬ 
tant. She is one of two residents in the 
squatter with a colour TV. Even more than 
the television, however, it is Raju’s edu¬ 
cation that pleases Kalyani. She told us: 
“He has finished both his BA and a tech¬ 
nical course. He is the most educated person 
in the settlement. Whenever anyone needs 
advice on anythingcomplicated, they come 
to my home.” 

Raju now has a job at the government 
latex factory. It has an affirmative action 
programme for people from lower castes 
and Raju was given a job as part of that 
programme. The higher caste neighbours, 
who.se children have not done quite as 
well as Raju, resent his success. In addi¬ 
tion to the television, Raju has also pur- 
cha.sed a tape player and a clock. Kalyani 
tells us that by placing the speakers on 
inverted mud pots, he has succeeded In 
dramatically improving on the sound 
quality of the music. 

As of late, Raju and Vijayan have been 
.supporting Kalyani and Mosha. Kalyani 
knows that it is unlikely that they will 
continue to do so once they get married, 
but she is not scared about that right now. 
Her primary concern is getting Raju’s 
temporary job at the latex factory con¬ 
verted into a permanent job. “fve been 
told that if I pay Rs 20,(X)0,1 can get Raju’s 
temporary job converted into a permanent 
job. That is what I want. The problem is 
of raising such a large amount.” 

Some questions in theory 

Kalyani's individual narrative may be 
useful in shedding light on some theoreti¬ 
cal assumptions. We are aware that there 
are limitations to this method. First, there 
is the temptation to (it narrative to theory 
(e g, by eliminating aspects of the story 
that might be inconsistent with the theoiy). 
Second, the author’s use of the narrative 
to draw an explicit link to a theory deters 
others from drawing their own links to 
alternative theories. In addition, Kalyani's 
family provides only one data point from 
which to draw links to theory, although 
we note that much of what we observed 
also held true fur other families in the 
squatter community. That said, we flag 
four aspects of the story that struck us as 
raising potentially interesting theoretical 
questions. The.se are issues concerning 
saving and investment; the relationship of 
family structure to economic production; 
the role of status in influencing behaviour; 
and affirmative action. In turn, these is¬ 


sues highiight the manner in which eco- 
nomicaliy irrational behaviour appears to 
be correlated with assumptions about 
gender. 

For the reader unfamiliar with Kerala, 
it may be worth noting that Kerala is 
unusual in comparison to much of the rest 
of India in (1) its history of matriliny; (2) 
literacy rates that are among the highni 
in the world and infant mortality rates that 
are among the lowest; (3) a high rate of 
unionisation; (4) a near total lack of local 
modem industry; and (S) a heavy eco¬ 
nomic dependence on remittances from 
local labour sending back earnings from 
other states and countries (especially from 
countries in the west Asia) [GoK various 
issues]. 

In families such as Kalyani’s, we no¬ 
ticed an unusual relationship between 
uncertainty and saving for the men. We 
noticed that where one’s income level was 
both low and uncertain, as in the ca.se of 
Mosha, Kalyani’s husband, who each day 
faced uncertainty whether he would re¬ 
ceive employment, there was no more than 
a minima) attempt to save on the days that 
he did receive work. Standard economic 
theory, however, tells us that one should 
expect to see higher savings on the days 
that an employee receives an uncertain 
wage. We did not observe this. 

We observed that Mosha spent all but 
a small portion of his uncertain wage, on 
the day he received it. And this was not 
spending on necessities such as basic 
nutritional requirements. Instead, the 
spending was on eating restaurant meals, 
purcha.sing alcohol, or buying movie tick¬ 
ets. Importantly, Mosha’s spending 
behaviour was consistent with that of the 
other men in the squatter including his 
own sons who were daily wage labourers. 

What surprised us was a gender differ¬ 
ential in the pattern of savings. Kalyani. 
who had an equally uncertain pattern of 
employment while a].so spending much of 
her income on the days that she received 
work had an altogether different spending 
pattern. Instead of spending it almost 
exclusively on herself, she purchased 
provisions for the household to ensure that 
there would be food and fuel on the days 
when she or Mosha did not find employ¬ 
ment. And Kalyani’s pattern of behavioui 
also did not appear inconsistent with that 
of the other women in the squatter whe 
were daily wage labourers. 

The savings .story gets more interesting, 
however. While the men appear to display 
what seems like callous indifference to the 
needs of their family when poor, this 
indifference undergoe.s a radical change 
for those who arc able to get a steady 
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higher income especially for those who 
get a steady income at a high wage at a 
job in west Asia (to which there is a great 
deal of labour migration from Kerala). The 
men who are able to land the dramatically 
higher wage jobs in west Asia begin to 
save almost obsessively, often denying 
themselves the most basiccomforts [Gulati 
19931. 

Under the dominant approach to the 
economic analysis of the family, the fam¬ 
ily is modelled as a unit of production; 
something akin to a small factory [Gulati 
and Ramalingam 1994]. In order to 
maximise the welfare of the family unit, 
different family members specialise in 
different tasks (e g, the women in 
:diildbearing and household work and the 
men in managing and earning). The theory 
is powerful and undoubtedly explains 
;ome, if not many, aspects of family 
iwhaviour especially where the men begin 
saining consistent high wages. However, 
here are aspects of Kalyani’s family life 
hat contradict the theory, that again point 
:o gender differentials. 

Specifically, Kalyani, although having 
:onsi stently. over the past 20 years, earned 
ipproximalely the same amount as Mosha 
[and worked roughly the same number of 
lours, if not more, on outside work sites), 
docs almost all of the household chores. 
She cooks, cleans, takes core of the chil¬ 
dren, collects fuel and collects water. 
Kalyani also spends her earnings for the 
ivelfare of the family (food for the entire 
Family), whereas Mosha spend.s his earn¬ 
ings largely on himself. 

Along these lines, and perhaps mo.st 
levealing are the family’s investment 
decisions vis-a-vis the children's educa- 
:ion. Kalyani and Mosha agreed that, of 
;heir children, it was more important to 
;et their sons educated than their daugh- 
£rs. Therefore, to the extent choices had 
10 be made, family resources were spent 
an educating the sons and not the daugh¬ 
ters. Under the ‘family as productive unit’ 
:onception, one might have thought that 
the rationale for the decision to invest in 
ions was a function of a prediction that 
die sons were more likely to support the 
[larents in their old age. 

But we were wrong. Neither Mosha nor 
Kalyani expected their sons to support 
them, especially not after they got married, 
[f anything, watching their neighbours in 
die squatter should have made them think 
diat their dau^ters were more likely to 
support them in their old age since in 
squatter households daughters seem to be 
more involved in taking care of parents 
dian sons, both through living together or 
near them but also in providing material 
support. Yet, the decision to invest in 


educating the sons as opposed to the 
daughters was an easy one. Why? “Be¬ 
cause an educated son brings our family 
more status", Kalyani explained, just as 
.she justified getting her first daughter 
married at an early age and spending a lot 
money on a proper traditional marriage. 
Here, it should be noted also that the cost 
Kalyani incurred in getting her daughter 
Nirmala married turned out to be far more 
than just the money spent in her wedding. 
Whatever may have been the actual se¬ 
quence of events leading to Nirmala’s 
suicide within months of her wedding, the 
fact i.« that she was persuaded to get married 
far too early an age to have Uie maturity 
to cope with the post marital events in her 
life before deciding to terminate it. Still 
Kalyani allowed even her second daughter 
Vani to get married at a yet earlier age. 

In fact one could argue that while Kalyani 
made use of the daughters to build up her 
status in the community, the girls were 
prevented from availing themselves of the 
benefits of government affirmative 
programmes offered without gender 
distinction.since both daughters were 
prevented from going to school and made 
to enter marriages at illegal early ages. 

At the level of poverty that Kalyani 
experiences, we had assumed that her 
decisions would lx: focused on ensuring 
that she had an adequate amount of in¬ 
come, i e, that she would be maximising 
wealth. However, to our surprise, wc found 
that whenever Kalyani had any surplus 
income, her focus was often on doing 
things that would increase her status, as 
opposed to investing that money in in¬ 
come producing a.ssets. As we saw with 
the investing in education for sons and not 
daughters, status can be differentially 
correlated with gender. In addition, these 
status increasing expenditures included 
things such as spending large sums of 
money (relative to income) on the wed¬ 
dings of the children assuming that these 
were weddings “properly' arranged by the 
parents and purchasing expensive wed¬ 
ding presents for others. Even pushing her 
two daughters into early marriage was 
connected with status pri^uction. be it to 
earn status through a proper traditional 
marriage or to escape the erosion of status 
in con.sequencc of an elopcment.As an- 
otherexamplc, the family decided to invest 
in a colour TV that would bring the house¬ 
hold higher status, instead of paying for 
Kalyani to get a diagnostic brain scan. Not 
to speak of re-doing the indoor toilet or 
retrieving her ration card. As a third 
example, Kalyani chose to take up tem¬ 
porary employment as a cleaning lady at 
a local government institute because the 
job brought greater status, even though the 


wage paid was substantially less than the 
amount Kalyani could have earned as a 
construction worker. Kalyani has also 
consistently refused to work as a domestic 
servant in an individual household, even 
though this job would provide her with 
u higher income (on aveiage) than the 
cleaning job at the institute. Even con¬ 
struction work did not necessarily cam her 
much higher income per week or per month 
remembering that she got the job intennit- 
tentiy. On the other hand, domestic work 
imposed less physical strain and provided 
her with food. Her rationale was “It is 
shameful to work as a domestic servant." 

Of course, we have to take note of the 
widely held view that it is not unusual to 
see expenditure on status raising activities 
to go up with an increase in income. But 
what wc observe here is that a higher 
percentage of income is being spent on 
status producing activities than occurs at 
much higher levels of income. This is 
made apparent when a family member' 
obtains a job in west Asia and begins 
earning adramatically highcrsalary. When 
this occurs, the iocus of the family's in 
vestment decisions moves from status 
production to economic investment (i e, 
preserving the economic position that 
earnings in y^cst Asian dollars has earned 
the family) (Gulati 1993], 

While Kalyani’s story of change over 
almost one quarter of a century is com¬ 
plex, it does serve to demonstrate, on a 
micro level, the importance of studying 
the dynamics of gender in the context of 
poverty. This narrative demoastrates the 
ways in which one family relates percep¬ 
tions of status and familial well-being to 
the individual interests of male and female 
members of the hou.sehold in a larger 
socio-economic context, lliat Kalyani “s 
life has undergone major changes during 
the past 20-25 years g'ics without ques¬ 
tion. Also, many changes must by any 
yard-stick be rcganled as positive. Thus, 
hou.sing conditions arc far better now than 
before, although the land over which 
Kalyani's hut stands is still not her own 
and the risk is ever-present that some day 
the government will demand that Kalyani 
and other occupants of the squatter land 
should vacate it. 

Of the four surviving children, both 
sons are working and earning, with the 
eldest married and ninning a household 
of his own, though in the same cottage, 
and the younger one living with the par¬ 
ents. The son has done well educationally 
and has rcgularcmployment. He is the one 
who has made giKxJ use of the govemmeru 
incentives offered to low caste students. 
Even the job he holds came to himbecause 
he could avail himself of the opportunity 
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under the attirmative employment pro- 
gramnie that government, commercial 
and industrial firms a:e obliged to imple¬ 
ment. 

When it came to the daughters, how¬ 
ever, the picture of change gels blurred. 
Neither daughter was sent to school and 
both were married off at an early age. The 
elder daughter committed suicide within 
months of her marriage, probably after a 
marital dispute. The second daughter also 
married early, is living with her husband 
and children. But even she, having been 
denied schooling altogether, can at the 
most hope to join the labour force as an 
unskilled hand, as Kalyani has done all 
through her working life. 

Both daughters could have gone toschool 
and availed themselves of government 
incentives for low caste students. But they 
were unable to do so becau.se the mother 
decided that they have to do the chores 
at home while she was away at work. 
Perhaps one, if nut both, might have done 
as well in studies as Kalyani’s son. It is 
speculation no doubt, but not without basis. 
Most importantly, it underlines the need 
to understand why varioii.s government 
incentives may not be availed of and that 
gender aspect could well be a major 
impediment to the success of affirmative 
action programtnc.s. 

When asked about the factors that have 
resulted in improvements in her life over 
the past two decades, Kalyani’s first re¬ 
action was to ask: “What improvcniunls?" 
To us, as external observers, her life seems 
to have improved. But to her, she is still 
at the bottom of the social and economic 
hierarchy. When pressed, however. 
Kalyani does say that government 
programmes have helped. In particular, 
she says: “I do not think Kaju would have 
been able to go to college without the 
government programme. We needed help 
with tuition, foixl, admissions and, most 
important, in hi.s getting a job." This docs 
not mean that Kalyani is grateful. She 
thinks that the government could have 
done a great deal more. If there had been 
better programmes, .she says: “I might have 
been able to get my other children edu¬ 
cated and married properly as well.” 

Given the ongoing policy debates over 
the costs and benefits of reservation policy 
and other affirmative measures and the 
k-ick of ca.se study type work on the sub¬ 
ject, we had wondered whether Kalyani's 
story would add any insights on the sub¬ 
ject. When viewed from Kalyani’s |ier- 
spcclive. re.servalion affirmative action has 
been crucial in the progress that she has 
been able to make. Twenty-five years ago. 
Kalyani and her husband were the poorest 
and least educated in what was an ex¬ 


tremely impoverished little community. 
Neighbours treated them with disdain, 
seldom invited them to social functions, 
and Kalyani's focus was on daily survival. 
Today, Kalyani has status in the commu¬ 
nity. Her son ha.s a college education and 
a government job and she gets invited to 
all the important community events. All 
of this tells us little or nothing about 
whether the costs of affinnative action 
outweigh its benefits at a macro level (and 
at least one of us is .sceptical about that 
macro debate ever-producing anything 
useful). It does tell us, however, that 
affirmative action in both education and 
employment can result in a significant 
amount of social mobility for even the 
poorest among the poor; if and to the 
extent it reaches them. 

Concluding observations 

Kalyani, not being in good health will 
hcrcaBer have to face, somewhat prema¬ 
turely, the type of situation that workers 
face in old age when they have to with¬ 
draw from work and become dependent 
on their grown up children. The govern¬ 
ment scheme for agricultural labourers 
entitles Kalyani to a monthly pension of 
Rs 1(X). Kalyani could apply for this 
(lension but to qualify fur it, she would 
have to first reach the age of 60 and then 
prove to the satisfaction of the authorities 
that she had continuously worked as 
agricultural labourer for at least ten years 
and akso that her annual current income 
including the incomes of unmarried sons, 
docs not exceed Rs l,S()0. In ca.se she 
becomes a widow liefore completing 60 
years, she will be entitled tocluiin pension 
in that capacity provided she fulllls the 
income criteria. Right now, her situation 
is not so bad with Mosha and two unmar¬ 
ried sons working. But things could take 
an adverse turn fast. It is a life of extreme 


uncertainty mat Kaiyani taces wnen she 
thinks of the future. 

Notes 

[We are grateful to Richard Cash, Willeimijh de 
Jong, Arlic Hochchitd. Martha Nussbaum, and 
especially Let! for their comments and 
suggestions.) 

t Educational assi-slaiice Ls given by the scheduled 
caste and scheduled tribes development 
departments. From standard I to III there is a 
lumpsum grant of Ks 70 and Rs 175 from 
.Standard VUl to X. The students belonging to 
most backward community among scheduled 
ca.stes arc given monthly stipend ranging from 
Rs 25 to Rs 35 ICoK 1998]. 

2 It is interesting that though formally minimum 
wages fixed by government are gerder neutral, 
and also that the market gives only a small 
premium to male wage over female wage, the 
wage differential actually reported in 
govemincnl publications has been rather high 
between male and female wage rate. Why this 
is SI) needs to be probed. 
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Women in Panchayati Raj 

Grass Roots Democracy in Malgudi 

Poorninia Vyasulu 
Vinod Vyasulu 

Sustainable economic and social development requires that people participate in the political process. 
India has enabling legislation which makes it mandatory for local government to include women. This article 
discusses the structure of panchayati raj system in Karnataka and the experiences of women in it. It tries 
to identify the barriers or impediments to the J'ldl partUipation of women in the political process. 


I 

Introduction 

IT has now become clear that, for .sus¬ 
tainable economic and social development 
to take place in any country, it is necessary 
that people participate in the political 
process. The process of participation is 
complex' - and it is by no means clear 
that it is comprehcn-sively inclusive. By 
this, we mean that it is not possible to 
assume that all sections of the population 
take part effectively in the political and 
denuKraiic priKcs.scs of .society. There arc 
many reasons why people may not 
participate - from apathy to a sense of 
hcipic.ssncss. 

In particular, unless .specific conditions 
are met, women face multiple hurdles and 
find it di fficult to participate in the political 
process that has hitherto been a male 
ba.stion. The reasons for this arc gender 
specific. Women are less mobile than men 
are. They have domestic responsibilities, 
which puts limits on the time they cun 
spend in such processes, fhcrc are 
historical prejudices. C 'sistent efforts 
will have to be made ovc. a jx’riial of time 
to engender the political prtK-css and 
institutions, and issues that are critical to 
this process. Tliis paper explores .s<*me 
aspects of this process in the context of 
decentralised governance ushered in by 
the 73rd Constitutional amendment in India 
in the last five years. 

Recognising this limitation where gender 
is concerned, India has passed laws that 
make it mandatory for local govcmmcnis 
to include women. (Thisc laws do not 
apply to state and national level legis¬ 
latures.*) One-third of the seats in local 
bodies - gram or village panchayats, 
municipalities, city corporations and 
district bodies-are 'reserved’ for women. 
This means the contests can only be 
between women in these constituencies. 
The first step in enabling women to 
participate has been taken This resers'ation 
of seats, in the 1993-94 elections, has 
brought in about 8.00.000 women into 


the political pnx'css in a single election. 
They are now just about completing their 
first term (of five years) m elected office. 
Elections tor the .second round will mmw 
have to be held. What has been the 
experience with this experiment in social 
engineering? 

This paiier is organised as follows. 
Section II presents the overall picture of 
women in panchayati raj institutions or 
PRIs.-^ This section also discusses the 
structure of the system as it has evolved 
so fur. and why this paper is limited to 
di.scu.ssing the experience «»f one state -- 
Karnataka.^ Section 1II then di.scusses si >me 
specific expcrieiic's of women in PRIs.' 
This brings out in concrete form the field 
level reality. This i« something that may 
be appreciated intellectually by law makers 
and .scholars. Hut this liK-at reality has to 
be built into institutions and processes m 
an essential way if the system is to he made 
to work as intended. Since these can be 
sensitive issues, and our intention is to 
leam from suchcx|x:riencc, not cause ItKal 
turbulence, we tire locating all the s|iecific 
cases we present in the mythical tlistrict 
of Malgudi. immorlali.scd by R K Nurayun 
in his novels. livcrybtKly knows Malgudi 
is in Karnataka. .Section IV then tries to 
identify the barriers or impcdimcMts to the 
full participation of women in the political 
prtKess. 

II 

A Minimum of Background 

Grass roots democracy has been ushered 
in by an amendment to the constitution 
from the ‘top’. This was not l>eiause of 
a mass movement by the people. This is 
also true of the one-third reservation for 
women: it was not because women who 
were con.scientised demanded their due 
share in power, or contested in large 
numbers to capture .seats in these btxlics. 
It happened, and women (as a graup) were 
caught quite unprepared by this 
development. 

For a number of reasons, the Indian 
state felt that the implementation of 


development programntes, like the IRDP. 
for example, would be most effective if 
hx'al |Kople were involved.*’The strident 
debate on cciiiie -stale relations, the |Miur 
targeting of poverty alleviation pro¬ 
grammes and the like led to the realisation 
that ItK'ul involvement - participation ' is 
essential if such prograinmes arc to 
succeed. This iss|H.'cially so forlvncficiary 
identification, and to n smaller cMeni. lor • 
decisions on how to s|K‘nd the limited 
amount available locally on different Iik'uI 
projects And giv<'n the lack of interest in 
devolving such power in most of the states, 
c«H.'rcion through a conslilulional amend 
mcnl was the cliosen route foi intoHluciiig 
such decenlialisation.^ The amendment 
prcscribt'd a'three tier system of local 
governance for the entire country.*' This 
has been effective since 1993.*' 

'/■/i/ecticn o/'/’AV.v: These bixiics, which 
arc legally local government, have a 
pyramidal structure.*'* At the base is the 
gram sabha - the entire IxMly ol citizens 
in a village or ‘gram'. This is the general 
body that elects the local government and 
charges it with .specific, rcspon.sihilities. 
This body is cx|U‘cted to meet at sfH.*cific 
times* * and approve major decisions taken 
by the elected body. Above this basic unit 
of dcniociacy, is the gram panchayat or 
(il’, which is the fust level electeil h«xly,'^ 
covering a populatiot) of around 3,(K)0 
people. This may include more than one 
V illage. It is not uncommon to find sc vcral 
villages coming under one GP. This has 
implications for women's participtition, 
us women have limited tnohihty. 

At the district level is a /.ilia panchayat. 
which is the link with the stale govei nineiit. 

In bet ween the two isan iiilei incdiaic body 
called, in Kuniatuka, the taluk patichayat. 
which is ex]x‘ctcd to play a co-ordinating 
rc)le among the (il's in its juri.sdiclion and 
the /P in planning and adminislration. 
While the levels arc common across the 
country, states have passed laws that are 
not necessarily similar with lespcci to roles, 
functions and responsibilities, 'fhere is 
thus much vaiiatinn and it is essential we 
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learn from this. Butthat isanotherquestion. 

In this system, the gram sabba has to 
play a crucial role in ensuring downward 
accountability, transparency and voice to 
the people. In reality, this is far from being 
the case. There is even some confusion 
about the gram sabha - for example, has 
the electorate of an entire gram panchayat 
to meet together for the gram sabha, or 
do smal ler habitations have their own gram 
sabhas in their own area?'^ Are the 
members of the GPs to be present in all 
.such gram .sabhas? If not, what is the 
mechanism to co-ordinate decision-making 
and conveying the constituent villages’ 
views upward to the elected bodv? Who 
does this, and how is it done?*'* 

This is basically an empirical question 
and the answer will lie in what is happen ing 
in the villages. Factors that aid or abet 
women’s participation can be identified 
in ‘process’ i.s.sues like these: When are 
meetings held? Is the hour and place 
convenient to women members? Will 2 to 
3 elected women’srepresentativescoming 
in from neighbouring habitations feel free 
enough to participate in gram sabha 
meetings? Are all communications 
(meeting notice, agenda, and minutes of 
proceedings...) in written form? Who writes 
them and who has acce.ss to read what has 
been written and recorded? Our impression 
is that much needs to be done to make 
gram sabhas cff«;tive. This will be crucial 
to the success of thus entire system.*^ At 
the moment it is enough if we note the.se 
concerns as they clearly place constraints 
on women’s full and effective participation 
in the system. 

ImpetusJorPRls: The word ’panchayat’ 
is a traditional one, referring to the five 
ciders in a village who mediated conflict 
and spoke on behalf of all the residents 
of a village in pre-modern times. In these 
traditional bodies, the lower castes - and 
women - had no representation.*^ 

The word panchayat has been retained 
for use after the 73rd amendment to the 
Con.stitution. The meaning is now a formal 
one referring to a btxly - not of five persons 
- elected according to law. Further the 
same word is used for the three tiers of 
local administration brought in by the 73rd 
amendment - the highest being the district 
or zilla panchayat. The lowest is the gram 
panchayat that may consist of several 
traditional villages. All citizens of these 
villages constitute the gram .sabha, which 
then becomes the basic unit of democracy. 
In between is a co-ordinating level - the 
taluka panchayat. The pt>wers that these 
panchayats enjoy are enshrined in the laws 
enacted by each .state, and, in India, there 
is considerable variation across states. 


Thus, this traditional word must now be 
understood in a thoroughly modern 
context. And this is quite recent. But this 
does not mean the traditional bodies had 
disappeared. What influence they wield at 
an informal level in the rural society, is 
another matter that merits careful study. 

The Constitution provided (in Part 4. 
The Directive Principles of State Policy, 
Article 40) for the setting up of village 
panchayats. But this is non-justiciable, 
and there was no pressure on any state to 
.set up such a system. Many saw this article 
as a concession to Gandhi, rather than as 
a serious matter to be immediately 
implemented. The reason for this was the 
powerful voice of Ambedkar. Drawing on 
his own experience of rural India as it then 
was. he argued that local elite and upper 
castes were so well entrenched that any 
local self-government only meant the 
continuing exploitation of the down¬ 
trodden masses of Indian society. Nehru 
shared this view. Thus, in addition to 
affirmative action enshrined in the 
Constitution, the distribution of powers 
was deliberately made tofavourthe union*** 
as against the local or even state govern¬ 
ments. The union, being far away from the 
squalid battles of rural India, and being 
looked after by an educated and urban 
strata of society, would, it was felt, be 
more just - or at least more impartial - 
in its dealings with the downtrodden. 
Historical experience would tend, we 
• su.spcct, to justify this early expectation.*** 
But is this still true after SO years of 
gradual change? Has not the power of the 
upper castes in the rural areas declined? 
To what extent have things changed for 
the SC/STs - for the better? 

The union in those early days took up 
what was called the Community Develop¬ 
ment Programme. This was meant for 
allround .social and economic develop¬ 
ment, and it was an important ministry 
headed for long by S K Dey. It was this 
programme that brought in such func¬ 
tionaries as the village level worker and 
the block development officer. After the 
1960$ this programme declined, as centri¬ 
fugal forces led to the gradual dominance 
of the union. Finally, the ministry of 
community development ceased to exist. 
That philosophy became a thing of the 
past. But the bureaucracy it created 
remained. WhetherthishelpsthenewPRIs 
is still an open question. 

This is not the place to trace the 
experience of this ambitious programme. 
Suffice it to say that, when it was being 
reviewed, the Balwant Rai Mehta 
Committee in the late 1960s came up with 
the idea of local goveraments, which was 


given the traditional name of panchayat. 
Later, in another context, the A^ok Mehta 
Committee in the late 1970s too made 
recommendations for the setting up of 
local governments.^ As we shall see, these 
had an important impact many years down 
the line. It is horn the union’s experience 
of development programmes that the idea/ 
need for locid governments came to be 
pushed. It has been a top-level initiative 
for local development and decentralised 
administration. And, we might add, it 
continues to be so. 

Given die overall centralising trends in 
the Indian polity, the states too developed 
an authoritarian system of governance. 
States almost became subservient to the 
union. Article 356 was used to keep a firm 
check on the behaviour of state 
governments. This ensured that strong 
hierarchical systems developed. All this 
was further strengthened during the 
emergency.^* The states behaved in the 
same dominating way with lower tiers of 
governance - or, more correctly, admini¬ 
stration. This is true, perhaps in varying 
degrees, of all the .states. Indian democracy 
lost the grass roots link: it became a top- 
down system. At the same time the 
bureaucracy grew in influence. Women 
were suddenly brought into this system as 
one dimension of this complex process - 
and it defines the context in which they 
have to function. 

Yet, and this is the Indian paradox, 
several state governments conducted their 
own experiments with local self - 
government.^* This is the result of the 
shift in power from the traditional upper 
castes to the OBCs or intermediate castes 
- certainly in states like Tamil Nadu^ and 
Karnataka. The changes that occurred over 
the la.st SO years of planned development 
also result^ in pressures from below, to 
which political forces have had to 
respond.^^ How this impacted on the SCs 
and STs that Ambedkar was concerned 
about is another quesition. Caste and class 
are not overlapping categories. Grabbing 
political powerfrom the brahmin and other 
upper castes does not mean that SC/STs 
will automatically be empowered - and 
the same applies to women as well. An 
interesting point missed out in all debates 
on reservations is that there are women 
in all castes, class and religions. 

PRIs in Other states: This brief review 
of experience will be incomplete without 
some reference to the reality in die different 
states. This is a subject that has been 
extensively studied by many, in particulai 
the Institute of Social Sciences, the 
National Institute of Rural Development 
and the Institute of Social Studies Trust.^ 
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We can just note some major points that 
emerge from our general reading, meant 
only to give a background for further 
discussions. 

It is only a few states that have experience 
over several electoral cycles with 
panchayati raj. For one thing, after the 
73rd amendment, it is only now that the 
second round of election has become due. 
Thus, when we speak of such experience, 
it is that of sutes which experimented with 
PRlsbefore thisannendment. Among them. 
West Bengal, Karnataka, Andhra Pradesh, 
Gujarat and Maharastra arc the major ones. 
Kerala has much to offer in recent years, 
especially in involving people in the 
planning process. But Kerala is exceptional 
in several ways - for example, in the high 
levels of literacy, in the hi.story of political 
mobilisation, etc. In Kerala, the loie of the 
party is critical, and there is apparently an 
overlap between party functioning and 
patriarchal attitudes. A recent study has 
shown that, in this state with high literacy, 
women who have held po.silions in the 
PRls are not keen on contesting again. But 
it is still a new experiment. 

West Bengal has gone through several 
cycles of elections since 1978, when this 
system was introduced. A major reason 
for success here was the commitment of 
the Left Front government to these bodies. 
It has been argued that their strength comes 
from the fact that the cadres of these parties 
have now entrenched themselves in the 
PRI in.stitutions. This is the charge made 
by the breakaway faction of the Congress, 
the Trinamool Congress led by Mamata 
Banerji. Be that as it may, the fact remains 
that these bodies have taken root, and 
work at the local level in this state is done 
through these bodies - and there has been 
an im[>rovement over the centrali.sed 
administration of the past. But this has 
also a flip side. For one thing, it has not 
meant that corruption has been eliminated 
- there are charges of much corruption. 
For another. NGOs have little space in 
West Bengal. They work in a hostile 
environment where PRls are pitted again.st 
them. This can have a political ba.se. but 
it is the reality. Overall though. West 
Bengal scores high on implementing 
panchayati raj. About the role of women 
in PRls, it is more difflcult to say - but 
we would be inclined to hypothesise that 
the situation is better than most other states. 

Andhra Pradesh is another state that 
took to PRls in the 1980s, when NTRama 
Rao was the chief minister. Here also the 
system started with hope. Nine per cent 
of the .seats were re.served for women but 
not the chairman positions. But the most 
important struggle that Andhra is known 


for - the anti -arrack agitation - came, not 
from women in the PRls, but from women 
in the literacy programme in Nellore 
district. As a result of increasing literacy, 
and analysis stemming from the praxis 
methodology of Paulo Freire, women 
began to organise agaimst the evils of 
drinking alcohol, and pushed for a policy 
of prohibition. This was, however, hijacked 
by the Telugu Desam Party, which rode 
to power on this slogan in AP. Once the 
state took over the demand of tlie.se women, 
they became curiously di.scmpowercd. 
Prohibition became the hotbed of 
corruption. Women got trapped into a 
situation in which they had no control. 
Theirorgani.sation broke up. Little remains 
of the excitement of the literacy campaign 
days today. 

Also, in more recent development, while 
the PRI .system continues to exist. NTR's 
$ucce.s.sor. Chandrababu Naidu. taking a 
leaf out of South Korean cx|)erience, 
introduced the Janmabhoomi programme 
for rural development. This is a programme 
run efficiently from the chief minister's 
office, by creating a bureaucratic edifice 
that is clearly accountable to him. The 
programme calls for contributions from 
local people for taking up projects that arc 
of importance to them. This is done by 
selecting projects through discussions with 
the people in well organised meetings, 
attended by all the concerned officials, 
who have with them the authority to take 
decisions. Clear guidelines have been given 
for the patter of financing - how much 
will be matched in funds by the state 
goveronient and for what purpose. Often 
shramdaan - frac labour - is called for. 
The program me explicitly seeks to involve 
women in this process - in deciding upon 
what is to be done, how, and in monitoring 
the work. By all accounts, the programme 
has made a big difference to the imple¬ 
mentation of projects in rural Andhra 
Pradesh. Even critics of the programme 
agree that it has made a big difference.^** 
Corruption has not been eliminated, but 
the percentages, we are told, arc smaller. 
However, more work is being done, and 
so volumes make up for the difference. 

The interesting thing about this 
programme is that it has many of the good 
points that are used for justifying local 
governance. But it achieves this end by 
marginalising the elected system of PRls. 
That this is true is seen from the fact that 
elected pradhans have recently gone on a 
fast in front of the chief minister’s house. 

What is the le.s.son from Andhra Pradesh? 
Good work can be done outside of PRls. 
But PRls are a value we stand fur ~ and 
so the managerial techniques of Jantna- 


bhoomi need to be welded into the PRls. 
How this con be done is still an open 
question. 

Madhya Pradesh is another interesting 
case. Hie chief minister realised its poten¬ 
tial and decided to gamble his political 
career on it. He had two advantages. None 
of the major parties in MP were looking 
at decentralised governance - theii 
attention was fixed firmly on urban areas 
and large contracts. He left these issues 
to his cabinet. Two, the 7.)rd amendment 
had just been passed, elections had been 
held, and a large number of local elected 
representatives were kxiking for work and 
respun.sibility. 

The state had just brought out the first 
stale level Human Development Report in 
1993. Among the finding was the paradox 
that, in a state where every village had a 
scIkxiI, literacy levels were abysmally low. 
So were health and other soci.nl indicators. 
The chief minister made these his priority 
- he set up the Rajiv Gandhi missions, 
which were co-ordinated from his office. 

Putting logeihcrthc expert ise in his office 
with the energies of the local repre¬ 
sentatives. a l^k Sampark Abhiyan was 
organised. Ihich elected representative, 
accompanied by the local schoolteacher, 
conducted a survey of education and other 
conditions in hisflicr constituency, 'fhe 
mission office provided the technical 
support. As a result, each representative 
developed a gcKxl idea of what his/lici 
constituency needed, and priorities were 
set which would be met through the Rajiv 
Gandhi missions. 

The finding for education wa^ 
interesting. It was true that each revenue 
village had a svh(M>l. But in MP. a revenue 
village consisted of several habitations - 
sometimes four or five, called tolas, which 
would be quite remote from it. Childrer 
in these tolas did not have access to scluxii 
Hence the low literacy was more due tr 
problems of access than anything else. 

The response was the Hducatior 
Guarantee .Scheme. Consider u illuge 
which had 4(l children (23 in tribal aicas; 
who wanted to go to school. If the 
panchayat met, decided to offer space 
where the schixil could be run, and t( 
identify a ‘guruji’ from the panchayat - 
or a neighbouring one who had finisheil 
12th standard, then the government 
undcrtrxik to set up a schixil within ^9(1 
days. In this time, the guruji would be 
trained in pedagogy, and materials would 
be provided, 'fhe powei to sanction the 
school was vested in thejanpad panchayat. 
Funds were transferred directly to the 
panchayat, which would supervise iltc 
functioning of the school.^^ Within iwc 


Economic and Political Weekly December 25, 1999 


367‘ 



years, over 20.000 such schools were set 
up- access to school is no longer a problem 
in MR 

Madhya Pradesh has made use of the 
punchayal system in an innovative way to 
meet stKial sector demands. Several of the 
Rajiv Gandhi Mi.s.sions - all implemented 
through the PRIs • have done well, on an 
independent reckoning. Today, perhaps, 
it has the most progressive PRI system in 
the country. But here uk), the support of 
the chief minister has been critical. It is 
not power that has been demanded, but 
power that has been given. For all that, 
it is a positive development that must be 
built upon. 

FR/.V in Karnataka: Karnataka has been 
something of an exception when it comes 
to dcceniralisaition and panchayati raj. For 
various extraneous reasons, the stale 
legislature passed a law in 1983 setting 
up a system of panchayati raj. That system 
was a two-tier one - of the /.ilia parishad 
at the district level and the mandal 
panchayat for a cluster of villages at the 
local level. Already at that time the 
progressive step of reserving 25 per cent 
of the scats for women had been taken. 
This system went through one electoral 
cycle before it was abandoned. But this 
experience was important to tho.se who 
drafted ihc 73rd amendment. And after the 
amendment, Karnataka brought in a new 
law. and that too has just about completed 
one electoral round. F.lections are due 
sometime after February 1999.*'* 

Asa result of this historical background, 
women in Karnataka have gained valuable 
political experience. Between the two 
rounds of (different) local government 
systems, thousands have stood for 
elections. Hundreds have held elective 
office because of reservations of important 
positions. Since the reservations were in 
favour of the hitherto oppressed sections 
of the (Kipulation, women from the poorest 
sections have gained this experience. Most 
are not literate, yet have held office. Such 
an opportunity is bound to have hud an 
impact, not only on the women themselves, 
but al.so on the whole of rural society. It 
would be useful to try and understand the 
nature of this change - even if this is rather 
early to do so.**’ 

The question of oppressed castes is an 
old one in India - often called the anti- 
brahmin movement. In Karnataka, the 
Miller Commission (in 1918) was ol the 
opinion that, except for brahmins and 
Christians, everyone cl.se was backward 
in Mysore. Policies were made on this 
basis - and in all fairness, they led to 
improvements in the situation of many 
castes. Many who till then had little 


exposure to modem education and profes¬ 
sions moved into them. This however, 
directly benefited the men of these castes. 
Women probably benefited indirectly. The 
anti-brsdtmin movement of the time did 
bring about change and a shift in power 
equations. 

Against this background, political power 
moved from the upper castes - largely 
brahmins - to what are today variously 
called socially and culturally backward 
castes (SCB.S), or other backward castes 
(OBCs). U is not clear that it benefited the 
SCs and ,STs as much. For one thing, SCI 
ST reservation is more recent, stemming 
as it docs from the Constitution. For 
another, they fall below the OBCs in the 
caste hierarchy. It is far from clear that 
they were the beneficiaries of the anti- 
brahmin movements in the south. There 
is antagonism between them and the OBCs. 
Whether the ascendancy of the OBCs to 
political power has helped them has to be 
seen. The ho.stility of the Bahujan Samaj 
Party to both the upper caste Congress and 
BJP on the one hand, and the ‘mandal’ 
Janata Dal and its offshoots on the other, 
suggests that this is a complex matter. We 
have an anti- brahmin movement still, but 
are the brahmins still the major exploiters? 
Have other castes now taken over the 
dominant role that the brahmins previously 
had? Who is the target of the anti-brahmin 
movement today - brahmins, or those who 
behave like the brahmins of old? There 
is much that needs to be clarified. We 
leave it there. 

While there is some overlap between 
caste and class, it is far from complete. 
Some of the backward ca.stc people were 
not p(wr in an economic sense. More 
accurately, there were affluent groups 
among them. And, among the upper caste.s, 
including brahmins, there were tho.se who 
were below the poverty line. But they were 
not traditionally exploited, and their 
exposure to, and accc.ss to, education, was 
always much better. This is not true of the 
SCs and STs, who had limited productive 
assets, could only sell their physical labour. 
They were systematically exploited, denied 
access to opportunities of education, 
facilities like drinking water, etc. But then, 
this is well known. 

Iltc reservation for backward groups 
then had two distinct meanings. When 
u.sed by the union of India (under the 
inspiration of thinkers like B R Ambcdkar), 
it referred to todiiy’s .scheduled caste and 
.scheduled tribe categories.^' These are 
definitely the most deprived of Indian 
society. But when state level authorities 
use the term, it refers to the OBCs - the 
intennediate castes.^' While many who 


belong to these castes are poor, they are 
not necessarily the most wretched of the 
earth. 

The legislation reflected this duality. 
Becau.se of the Constitutional requirement, 
there has been a reservation for the SCs 
and .STs. But in addition there has been 
a reservation for the OBCs. If one looks 
at the figures in the panchayati raj system, 
this comes out clearly.^^ In the current 
system, where the reservation for women 
is one-third, in a three - tier system, the 
reservation is as follows: In S,^ GPs in 
the state, there are a total of 80,627 seats. 
Of these 17,906 are reserved for SCs; 
7,575 for STs; and 26,828 for BCs. The 
open seats number 28,306. Many who 
contest on the open .seats are OBCs. 

While the SCs and STs undoubtedly 
enjoy representation on a scale unheard 
of in the past, the largest group is the OBC 
group - it is this which t^ay wields 
effective power.And in recent years, 
caste has been gaining in importance in 
political matters. Caste and class are often 
used interchangeably. And there arc so 
many classifications we have to deal with; 
advanced, backward, forward, dominant, 
.scheduled, dalit Chri.stian... 

To the extent that there is an overlap 
between caste and gender, the repre¬ 
sentation given to women has done little 
to change the caste hold on power. For 
example, in a given situation, do women 
align themselves with their caste or along 
gender lines? Experience has shown that 
it is often on caste lines. For example in 
the context of a drinking water problem, 
an upper caste woman member took up 
the cau.se of harijans when the pipe leading 
to their basti was broken. She was asked 
why she was bothered when she had water 
- it was, after all, ‘their’ problem, not 
‘ours’. 'Ilius, while the representation of 
women in these bodies is a welcome move, 
it is not reasonable to expect that it will 
change the ca.ste balance of power in favour 
of the most disadvantaged groups. This 
matter requires more careful analysis. 'This 
paper is only a preliminary effoil. 

What has teen the impact on women of 
two different kinds of panchayati raj 
.system? We have a longer time span to 
study. We have a state in which progressive 
legislation led to a backlash - and more 
restrictive new legislation. We have what 
many would call a ‘PRI-friendly state'. 
What is possible and what has been 
achieved in Karnataka will probably tell 
of what is the most we can expect. If other 
states achieve as much, we would probably 
have made the best use of this system. 
How much of the experience is of a generic 
nature and which should hold in essence 
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HI mijr iiiuiau 9IAIS i» «i M:|Mtniic question. 
This paper, then, draws its lessons mainly 
from Kvnataka.^ 

In the rural areas, Karnataka began 
experimenting with panchayau in 1960 - 
and this was based on the experience of 
Princely Mysore.^^ Other states, like 
Gujarat and West Bengal too ha ve valuable 
experience to learn from. It is also true that 
I in some other states, there has been little 
positive change. 

Some case studies may help us to 
undetsUnd issues that may have a more 
general validity. Karnataka is a middle 
ranking state, and the district we will use 
to illustrate our points, Malgudi, is a 
middle-ranking district, typical in essence. 
The focus is on gender is.sues: other factors 
are frozen under the ceteris paribus 
assumption. How far one can generalise 
is a matter we will leave open at this time. 

After the 1960 experiment with 
decentrali.sation, the next major change in 
Karnataka was a new law pa.sscd in 1983 
- and implemented from 1987. This had 
a two-tier system of zilla parishads and 
mandal panchayats, created on the ba.sis 
of population size. A notable feature of 
this system was that it gave the president 
of the zilla panchayat the status nfa minister 
of state, it vested in him the control of the 
seniorofricer(of about l.'S years experience 
in the IAS) who was posted as the chief 
secretary of the district.'* This gave the 
zilla parishad importance in the eyes of 
both the public and the civil servants. It 
became an important political forum. 

This experiment was aborted for several 
reasons to do with state politics. But this 
experience was important in giving shape 
to the 73rd amendment to the Constitution. 
Ironically, the same party that was busy 
demolishing it in the state pas.sed this 
amendment, which drew much inspiration 
from the 1983 Karnataka Act, in the Lok 
Sabha. We mention this only to show that, 
for all the stated agreement on these 
issues,^^ there is in many quarters hostility 
to local self-government.-’^ This fsict must 
be factored in if any new policies meant 
to strengthen the system are to succeed. 

The Karnataka Act which followed the 
73rd amendment is less liberal to local 
stakeholders than the 1983 one.-'^ It has 
brought about obvious changes. In 
Karnataka, for example, although the 
reservation for women is one-third, as in 
the rest of the country. At the gram 
panchayat level well over 40 per cent of 
the elected representatives are women.^ 
Many arc in politics for the first time. If 
they lack in experience, they also have not 
been spoiled by past practices. Many are 
young, and locA forward to a long career 


mpoiiucs.*" TheprospectsfOTparticipation 
by women in framing and implementing 
social sector programmes are therefore 
bright. A start has been made. This has 
now to be taken forward and the question 
is how can diis best be done? 

it is therefore possible to learn horn the 
Karnataka experience. InShimugadistiict, 
there is even an all women panchayat in 
one grama.**^ The conditions under which 
this came about arc peculiar. Reports have 
it that the in.spiration for this came from 
an intlucntial local man. Wc understand 
that these women are not enthusiastic about 
contesting for elections again. Since we 
have not yet personally studied it, wc do 
no more than mention this oddity here. 
There arc many such ca.ses that have yet 
to be c.arefully studied. Wc are not as far 
advanced as we should be in our rc.scarch 
and documentation in this field - a lot 
more has to be done. 

Ill 

Experiences from Malgudi 

As may be expected, the experience of 
women in panchayali raj has been varied. 
Many arc surrogates for husbands and 
fathers who could nut contest because of 
the reservation. Some were put in place 
by the wealthy and powerful, for their 
malleability - a kind of puppet to serve 
the vested interest while appearing to lie 
an elected representative. This has led to 
many problems that have been extensively 
discussed in the literature^' and form the 
basis for an excellent film, sponsored by 
UNICEF, called Shansodhan.'’'* 

There have also been many efforts to 
train the women who have been elected, 
interestingly enough, the state government 
has undertaken .some of these. In Karnataka, 
the department of women and child 
development co-operated with profes¬ 
sionals in what has come to be known as 
the grum.sat programme. This had two 
parts. The first was an interactive session, 
using satellite technology to link the 
different district headquarters to 
Bangalore. This .session used material 
generated through mccting.s of women 
elected to gram panchayats. The impact 
was immediately visible, and even today, 
its role in giving these women self- 
confidence to face a big challenge cannot 
be underestimated. 

As a part of this programme, these 
women were taken to visit the Vidhana 
Soudha, the seat of the state government, 
and to the legislative assembly. They were 
awed by the rouncil chamber. They saw 
where the speaker sat and conduct^ the 
proceedings. They .saw where the chief 
minister and the leader of the opposition 


sat for the debates. Later, we found this 
was an immensely empowering experi¬ 
ence. In meetings in their GPs, they often 
ended an argument, especially with men. 
with "What do you know? Have you seen 
the Vidhana Soudha? I have!’’. 

llie second part was training material 
developed as an extension of the first, 
including issues of concern to women - 
nutrition, water, primary education, basic 
health services, immunisations, common 
property resources, etc, which were used 
in training programmes across the state. 
The objective here was twofold - to raise 
certain questions in their minds on these 
issues and also to provide them with some 
basic information that would enable them 
to play their roles in the GPs. The impact 
of this so fur as wc know, has yet to be 
assessed. 

Yet, it must not be forgotten that this 
experiment in local self-government is 
being undertaken in a society that is 
predominantly illiterate. Many of the- 
people elcclcil, especially tho.se in the 
reserved categories arc very poor. In 
attending meetings of the GP, they often 
have to give up a day’s wages. To use 
terms popularised by Amartya Sen, the 
entitlements of the actors in this great 
drama of democracy arc way below what 
they should be. As a result, tlieircapabilitics 
to play the.se rules aic low as these arc in 
unchaiicd territory. 

All the training programmes referred to 
above can only mitigate this to a small 
extent. These arc |K;ople who have not 
been supported by society so fur to play 
any fonnal leadership roles or achieve 
their full functionings. Yet they have 
embarked on this great experiment. To 
expect too much would be unfair on our 
part; not to recognise what they have 
achieved, despite all these constraints, 
would be boorish. Wc have to make haste 
slowly. 

Wc prc.scnt below .some field level 
experiences of women in panchayali raj. 
These arc cases of which wc have direct 
knowledge having observed them in the 
course oi our work. I'hcy relate to a 
restricted area, yet, wc feel they throw up 
questions that have a general validity for 
many parts of India. It is these matters that 
wc feel can be usefully discus.scd. To 
facilitate this, wc raise a few issues after 
each case is prc.scnicd. 

Case I: Halcuru gram panchayat is 
located between Malgudi, the district 
headquarters, and Balgndi, the taluk HQ 
- it is 17 km tioin each on the main 
highway. The total population is over 
4.000. There arc 49f) houses and .SHO 
families. The GP is divided into seven 
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wards, and has eight members. Two 
positions arc reserved for SCs and one 
for STs. Out of the eight, four are women. 

When the elections to the GP were held 
in 1993, there was considerable discussion 
in the village. Under the guidance of the 
elders of the village, it wa.s decided that 
only one candidate’s name would be 
proposed for each post. So each member 
was declared elected without a contest. 

After the election, the post of GP 
pre.sidcnt was reserved for an ST woman. 
Smt Gangamma Jayakar, the only eligible 
candidate, thus became the president. She 
has pa.s.sed her 4th standard. The other 
members who did not mind her being an 
‘ordinary member’, could not accept her 
in the role of the president of the GP. They 
asked her to resign, so that one of the 
others could take over as president. This 
.she was not willing to do. The others 
refused to co-operate with her. 

She sought the advice of the orTicials 
at the taluk and zilla levels. She was told 
that she need not resign: the post was hers 
by right. She was also told that the quorum 
for meetings was three members, and that 
she and two other members could take 
deci.sions. With the help of the two SC 
members, she conduct^ the meetings. 
When the others protested against this, as 
advi.sed by the officials she went to the 
high court in Bangalore, which ruled in 
her favour. After that, the three members 
have been conducting meetings for the 
village. The others attend every third 
meeting, sign the register and leave (just 
to retain their membership). They refuse 
to co-operate in the running of the 
panchayat so long as she remains president. 
She can be a ’number’, but not a ‘member’. 
(In rural Karnataka, the word ‘member is 
used for the GP president and ‘number’ 
for other members.) 

These members ai.so argue with the GP 
secretary, who therefore seeks an excuse 
to ask for a transfer. The present .secretary 
is the third one in this tenn. Gangamma 
is not happy with him. She feels that she 
could have achieved a lot more if the 
others co-operated. As it is, in getting done 
works like digging gutters she has 
effectively to work alone. But she is pniud 
that .she could get a bus stand constructed. 
She could do all this because of the suppirrt 
of officials at the TP and ZP levels. 

Several questions arise. Does a mere 
re.servation for women bring in social 
change? What is the relation between 
caste and class? Here, reservation has 
brought to prominence a person who 
would never have attained .such a position 
under ‘normal’ conditions. Would a man 
have fared differently in this situation? 


Can officials make the difference to 
the functioning of local governments to 
this extent. If so, under what conditions 
will they play a positive role, as in this 
case? 

Case 2: There has been a public protest, 
early in January 1999, by the women 
members of the Matgudi zilla panchayat. 
Located in the capital of the state, this 
should be a ‘model’ of .sorts. It is. The 
women, who we noticed in the course of 
our visits, always sat in one group on one 
side of the chamber, have now said there 
is no point reserving seats for them if there 
is no intention of the ZP listening to what 
they have to say. They have pointed out 
that the current president is a woman. Yet 
when Ganga Bai was present in the chamber 
and presiding over the meeting, the vice 
president, a man, was answering the 
questions that were being raised. The 
president was nut allowed to answer! They 
liavc pointed out that when the president 
is in the house, the vice president cannot 
usurp his powers and functions. 

We tried very hard to interview Ganga 
Bai. She has been elected from a remote 
part of Malgudi - a very backward area 
with poor roads, no electricity and little 
drinking water. We had to walk a long way 
to get to her place. When we got there we 
were told she did not live there; she has 
been living for long in Malgudi. We could 
not find her in Malgudi either. The phone 
number given to us as a contact number 
turned out to l)c that of an STD booth that 
did not know her. Yet, one day, she became 
the president of the zilla panchayat. 

It is not surprising this matter has come 
to the fore. It is surpri.sing it has taken so 
long to do so. And we do not know how 
the issue will be resolved. It clearly shows 
the situation in which women have to 
work after getting elected. 

The chief executive officer of this ZP 
is also a woman - an IAS officer. But she 
seems to have no difficulty in doing her 
job. We have seen her differing on many 
matters with the earlier president, a 
powerful male politician. 

What questions does this prote.st raise? 
Ganga Bai is clearly a ‘dummy’ member, 
there because a male relative could not 
contest due to the reservation for women. 
What is ihc to do? In a traditional society, 
it is difficult for men to accept women in 
positions of authority. There is not only 
a loss of face, but of power that has been 
exercised without gendercontrols till now. 
What kind of orientation do men need in 
this situation? Has this question been 
addressed in any way in training them? 
And if it is ignored, what will be the 
consequences for women? AKso, why is 


it that the CEO does not seem to face such 
problems? Does belonging to the I AS give 
her a special status? Or is it the fact that 
she is highly educated? If so. is this a 
gender question at all? 

Case 3: Is Gangavva Bai president of 
Hosahalli gram panchayat? 'The question 
is not an idle one. 

Hosahalli gram panchayat is located in 
Malgudi district, about S5 km from the 
district HQ. It is on the main road to 
Bhimeshwar, about 10 km from Balgudi 

- the taluk HQ. In 1991 it had a population 
of 10,991. of which 707 were SC and 365 
ST. The area grows chilly, and the village 
has 100 small farmers,498 medium farmers 
and 410 large farmers. The GP consists 
of Hosahalli village and Nayahalli hamlet. 
It is a relatively prosperous village, with 
a railway .station and six primary schools. 
Eighty per cent of the houses have tap 
water facility. 

Elections for the gram panchayat, which 
has 28 members, were held in 1993. Nine 
seats arc reserved for women. The post of 
president was reserved for an SC woman 

- and Jamunavva became the president. 
She had the support of two other members 
who were also SCs. The rest of the 
panchayat members did not like the fact 
that her associate - a man who they said 
was her lover - began to dictate events 
in the panchayat. TTrey moved a no con¬ 
fidence motion against Jamunavva and 
she was voted out of office in 1995. The 
presidency, however, was reserved for an 
SC woman, and the other woman, who 
supported Jamunavva, refused to accept 
the presidency. Since she was an SC, and 
a friend of Jamunavva, the others also did 
not really want her as president. 

Now comes the astounding part. All the 
other members (except Jamunavva and 
her friend) resigned, and the panchayat got 
dissolved. For one year this state of affairs 
continued. An administrator was appointed 
to kx)k after routine matters. 

When no work could be done, the ciders 
in the village decided to act. New elections 
were scheduled, and a new panchayat was 
elected without contest. TTiey took the 
officials into confidence, and effectively 
‘selected’ 27 members to the GP on July 
6, 1997. Most of them were people who 
had lost the election in 1993. This group 
elected Gangavva, who is an SC. ‘selected’ 
into the panchayat, president. Since then, 
panchayat matters have been running 
smoothly - the panchayat’s tax adlection 
is about Rs 3 lakh. 

Is this a situation we purists con be 
happy with? Was this situation due to 
gender effects, or not? What was the basis 
of objection - that it was Jamunavva’s 
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lover who was dictating terms? Would it 
have been acceptable if her husband was 
doing so? Are reservations for women 
aloneenough to bring in democratic change 
in our society? And, if the local people 
have accepted this situation, and it is 
performing well, then is opposition on 
merely ethical grounds correct in a 
democracy?. 

* Case 4: Gangamma Jayker has just 
completed her 20-month term as president 
of the Malgudi zilla panchayat. She now 
plans to contest the election to the 
legislative assembly of kamataka. 

Gangamma is a product of reservations 
in the PRI system. She comes from a small 
village called Haleuru in Malgudi taluk, 
and belongs to the SC category. Her 
childhood story is typical (in several 
respects) of women bom into that strata 
of society. She was married at the age of 
10, had a son at 13, and struggled to get 
a primary education - walking 7 km to go 
to schcxii. She was the only girl from the 
area going to .school. She completed her 
primary education, and attended .schrml 
till the 8th standard. 

Being educated .she felt she should do 
something for the women in her village, 
and started a mahila niandal. Growing to 
a strength of l(X) members this mandal 
was successful in accessing government 
loans meant for poor women - like sewing 
machines under TRYSEM. This was the 
beginning of her political career. When 
the PRI in.stitutions were set up in 1987, 
the mandal became her ba.se, and she was 
elected to the mandal panchayat - the 
second tierin the earlier Kamataka system. 
She completed her five-year term, and 
learned a great deal about the functioning 
of local government in the process. She 
established good links with politicians from 
the area - in particular the local ML.A, X 
Y Patel, who later became a minister in 
the J H Patel mini.stry in Kamataka. 

These panchayats were abolished by the 
Bangarappa government, and later, after 
the 73rd amendment, when elections were 
held for the new gram panchayats in 1993, 
she was elected once again - and offered 
the presidency of the GP. She did not 
accept this. She wanted tr< fight elections 
to the zilla panchayat and did so by resign¬ 
ing from the GP when elections were 
called. In the ZP. the post of president was 
reserved for a woman from the SC category 
- and she fought for this position. With 
the support of X Y Patel, who was powerful 
in Bangalore, she won the position. 
Although she had the usual problems, she 
completed her term, and at the end of it, 
she brought out a pamphlet on her 
achievements. 


In Gangamma’s view, the earlier two- 
tier system was better than the current 
three-tier .system. It is a matter of local 
autonomy, she says. In the current system, 
there is greater delay built in. 

Gangamma Jayker is an example of the 
new politician emerging from the PRI 
system in Kamataka. Women like her 
would have found it impossible to make 
a mark in the .sy.stem without the reserv¬ 
ations. Yet, she argues that this is only a 
first step. Without educational impmve- 
ments, women will find it difficult to w'ork 
the system. 

Gangamma shows the system of 
reservations for women and fur depressed 
sections of society working a« its best. 
How many such cases are there? Do 
cases that show genuine growth of new 
political players, like Gangamma, 
outnumber the cases of ‘proxy’ members 
and so on? Under what conditions will 
such reservations lead to positive results, 
especially where women arc concerned? 
How will established politicians react to 
the emergence of politicians like 
Gangamma? 

Case 5: Gangamma Jayakcr is a 
sarpanch. She had been active in her village, 
and, after the panchayat elections, had 
been elected sarpanch. She is very keen 
on promoting education. An educated 
person herself, she has been running 
literacy cla5.scs for women in her village 
- and continues to do even after her 
election. On hearing of the govcmnieni 
programme for girls’ education, she got 
the details of the scheme, and followed 
the prtKedurcs to get a school opened in 
her village. When she heard that we were 
visiting .schcwls in the area, she made sure 
that we visited her school. 

Her activities did not go unnoticed in 
the village. She was going against age - 
old traditions and customs. Stnnc of the 
panchs got together, and got her defeated 
in a no-confidence motion. She was forced 
out of office. She was not discouraged. 
She fought back, organised, made her 
political deals, and got re-elected sarpanch 
when the post came up for re-election. 
She is the kind of person from whom the 
political leaders of the future will emerge. 
While there arc people like her around, 
theic is little doubt that panchayati raj will 
.succeed ~ and not be male dominated 
either. People like her can be relied upon 
to devel(>p their areas responsibly. 

How many persons like Gangamma 
Jayakar are there in our rural areas? How 
many of them ore capable of fighting as 
she did? What gave her the confidence, 
and strength to fight as she did? Would 
it be very .surprising if many of them did 


not relish such fights and t^ed for ’softer' 
solutions? What can we do so that the 
system supports the Gangamma Jayakers? 

Case 6: Gangamma end Jamunavva 
were elected president and vice president 
of Mttigudi district panchayat. defeating 
Honappa and Siddappa respectively, when 
elections fell due after the earlier 
incumbents had completed their 20-month 
temi of office. Is this acause for celebration 
by women? 

Gangamma was elected from Halcouru 
constituency in Balgudi taluk on a party 
A ticket. Jamunavva was elected from 
Hosaouru in Malgudi taluk on a party B 
ticket. 

Four hours prior to the election for the 
ZP president and vice president, 
Gangamma joined party B along with five 
’rebel' members of jtarty A; A former 
president of the ZP, Ayaram, who had 
joined party C after being expelled from 
party A some time ago, accompanied her 
in this. He too joined party B. As a result 
of this realignment, party B’s strength in 
the ZP ro.se to 11 from four, previously. 

In the election, Gangamma and 
Jamunavva, as party B's candidates, 
secured 11 votes against eight for parly 
A's candidates. 

Gangamma is 45 years old and is a 
graduate. Shd has worked in literacy 
programmes and organised women in 
different ways in Balgudi taluk. .She said 
.she joined her new party to end political 
uncertainly and to witrk with others for 
the development of the district. 

Gangamma has shown considerable 
political dexterity. The reulignmentof party 
loyalty of a few persons has changed the 
fortunes of major political parties in the 
district, f-cw men could match these 
political skills. But has this in anyway 
improved the status of women in Malgudi? 
Has this in anyway improved political 
ethics? Has Gangamma stuck a blow for 
gender, or for personal gain? If women 
behave in this manner, what benefits does 
reservation bring? 

These cases, of which we have direct 
knowledge, raise a number of issues for 
discussion. We arc not clear about the 
direct positive gender impact from them. 
Except for the fact that women arc fully 
into the political process, what siKcific 
gains have women made in Malgudi? 

IV 

In l.,ieu of A Conclusion 

What can we say then about the factors 
that influence the effective participation 
of women in the new panchayati raj 
institutions? Wc will try to put all this 
together. 
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une, the grinoing poverty in wnicn most 
of the people live makes abstract notions 
of democracy and ethics rather disunt 
concepts. Exploitation of different sons 
is a reality. Corruption isa matter of routine, 
where payment of a bribe is at best seen 
as a minor nuisance to getting .something. 
It is into this situation that local self- 
government has been introduced from the 
top. If one goes by the spirit of the Balwant 
Rai Mehta Committee report, nothing 
loftier than an efficient local tier of 
development administration was intended. 
This is what the higher level would like 
to see. It is important to remind ourselves 
of this basic truth. 

Added to this is the fact that the women 
who have come in under caste reservation 
have come in ‘with their .social and econo¬ 
mic disadvantages' - mostly non-literate, 
with little productive assets, largely depen¬ 
dent on wage labourand into a rural society 
that has fixed places for various castes and 
gender. Thc.se cannot be changed by a wave 
of the constitutional amendment wand. 

What can we reasonably expect of this 
system? Arc we expecting too much? 

Two, while people have a clear sense 
of survival, they are prepared to cope in 
a feudal type system in which direct action 
docs not work. Rural reality is complex 
- being freed from bondage has often not 
meant freedom as many expected it to. 
Experience has taught them to go slow, 
to approach their goal indirectly. They 
have to decide if attending PR meetings 
is sometimes worth missing their daily 
wage. This is even more so in the case of 
women, who have to worry about ciying 
babies and hungry husbands. (The title of 
a recent hook by Brinda Datia, dealing 
with women in PRls, is Who Will Make 
The Chapattis?) 

This is how they .see the new system of 
PRls. Thus, it is unreal istic to expect much 
in terms of their response. It has first to 
be demonstrated that the system is indeed 
here to stay. In West Bengal, it is only after 
one or two rounds of elections had been 
held that the .sy.stcm .settled down as a 
permanent pact of the rural countryside. 
In Karnataka, the constant tinkering with 
the system has meant that people me still 
cautious about this system. No one is sure 
it will not be overturned tomorrow. Why 
then should anyone take a risk? 

Three, the new .system co-exists with 
traditional institutions. I'hc ciders wield 
power in a way the Constitution may not 
have foreseen. If the PRls are to succeed 
in their main goals, then they mu.st work 
in harmony with these traditional 
institutions, nut confront them head - on. 
This is easier said than done. 


me iraaiuonai insiiiuiions nave noi 
given space for women. The pros and cons 
of this ore beyond the scope of this paper. 
It i.s enough to note that many of the factors 
that hindered women in the earlier systems 
continue to exist and operate in rural areas 
- and legal changes cannot change them. 

Four, giving women positions in the 
panchayats is good in itself. But it would 
be naive to believe that it would address 
social injustice or issues of poverty. 
Women have cla.ss and caste identities, not 
just a gender identity. In fact gender as 
a phenomenon hardly ever appears in a 
pure form. It is almost always alloyed with 
ca.ste. class and religious factors. In matters 
where there is a clash between gender and 
caste or class, wc cannot expect women 
to align themselves with other women, 
going against theircaste or class loyalties. 

Some women have developed political 
ambitions too. esipecially when it is seen 
as a quick means for upward mobility. 
And political survival will be difficult if 
they 'betray' class and ca.stc interests. This 
is why the rc.servation of the posts of 
president to the SC/ST category is so 
rciicntcd. Tlicy can be members of the 
panchayat, but not its president or vice 
president. And if they arc in such posts 
then a conflict between theirdi ITcreni roles 
is inevitable. Different individuals will 
cope in different ways. The problem is in 
society, nut in the panchayat that only 
reflects s«x;ial reality. 

Five, it is essential that the panchayat 
system he stable. In Karnataka, the state 
began well in the 19H0s. But since then 
the spirit of local democracy has taken 
several steps backward. The state act pasiaxl 
after the 73rd amendment is fur less 
progrcssivethantheearlicrone.Given that 
both were imposed from the top, the with¬ 
drawal can be seen as a response of politi¬ 
cians at the higher level to the backlash 
on the ground - from politicians and the 
civil .servants. But the continuing tinker¬ 
ing with this act has done little toconvince 
people that the .system is here to stay. In 
this situation, women in particular will 
chmfsc to play safe. What is the point of 
risking one's iiKal position with |X)werful 
people if the .system itself is likely to 
undergo changesT^** The experience of 
West Bengal provides a strung contrast to 
Karnataka. 

Six, the power enjoyed, and exercised 
by line departments of the state govern¬ 
ment, will have to be reduced. Today, it 
is they w'ho decide major matters. And 
officials, who belong to these departments, 
treat district postings - and panchayat 
authorities - as minor nuisances. This 
administration is quite gender insensitive. 


II IS jusi not enuugii uiai mens are women 
in the civil service - the service has to be 
sensitised.'^^ While an effort has been made 
in Karnataka to reduce diarchy in admini¬ 
stration by giving the chief executive 
officer a co-ordinating role in the ZP, 
much more needs to be done. Capabilities 
have to be developed at this level. It is only 
when ZPs develop their own (gender 
sensitive) expertise that they can begin to 
chart their own path. Important in this will 
be co-ordination amongtit themselves. For 
example, they could get together to form 
an inter-district council on the lines of the 
inter-state council. It is important that, in 
such a body, the chief minister remains 
one among equals, not a superior. This 
kind of body docs not exist at all at the 
moment. Much needs to be done. 

Seven, what is the relationship between 
NGOs and PRls'.'"* NGOs work in the 
social sector, and have strong links at the 
grass nx)ts. TItcy do not have a very positive 
experience of government at this level. In 
fact, many of them came on the scene 
because government was unable to deliver 
the goods. There are NGOs that resent the 
emergence of PRls because they now have 
lo vacate space for these new txKiics. There 
arc some who argue that panchayats am 
NGOs.'^** There are NGOs that see PRls 
as ri vals and competitors for implementing 
government programmes and believe they 
are superior because they are nut 'political'. 
NGOs have been involved in training those 
elected to PRls. But there are also other 
NGOs that have welcomed the emergence 
of these local governments. It will be 
essential to reduce the hostility of some 
of these NGOs to PRls in the >'oming 
years. How is this to be done? 

The involvement of NGOs with grass 
roots democracy arises out of their activities 
in the following areas: 

(1) Organisation of the disadvantaged 
sections of rural society - eg, the dalits, 
minorities, landless, SC/STs, agricultural/ 
plantation labour, labour of the un¬ 
organised sectors. It is these sections that 
have been provided a 'space' in the PRls 
under the reservation policy. 

(2) in addition tooiganising, most NGOs 
run training programmes - leadership 
development, capacity building, group 
dynamics, management and so on. Some 
of the NGOs have organised training 
specifically for PRI members (e g. 
SEARCH and UMA in Karnataka. FRCH 
in Mahara.shtra.CINI in West Bengal, YIP 
in Andhra Pradesh). 

(3) The must valuable area of con¬ 
tribution of NGOs to engendering the PRls 
has been in the organising of women 
(whatever sector the NGO works with - 
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health, IGPs, SHGs, housing, water and 
sanitation, education, watershed). The 
opportunities provided in small groups 
doling with the above issues have been 
a kind of 'testing ground’ for women to 
enter a larger arena, having been em¬ 
powered in the smaller arena. Further, it 
has also been reported that women in PRls 
who have been supported and nurtured by 
I NGOs and those who have been involved 
in larger people’s movements have gained 
a more ‘as.scrtivc’ stance which gives them 
an edge over other women in the PRI 
process. The best examples of this can be 
seen tlie 'Right to Information’ movement 
in Rajasthan and the anti-arrack movement 
in Andhra Pradesh. 

Inspite of these very positive aspects, 
many NGOs seem vary of getting directly 
or closely involved with the PR Is. An 
often heard comment is 'we are working 
in development: politics is not our cup of 
tea’. But, if PRIs, especially GPs, arc the 
forum where development and politics 
come together, it is difficult to sec how 
NGOscan keep non-aligned in the process. 
Perhaps some of them are bound by donor 
conditionalities or wise enough to avoid 
working against the 'establishment'. But, 
.sooner or later NGOs will get entangled 
in the politics of power transfer in the 
PRI.s; the clearer their perspective on 
gender, the greater will be their contribution 
to the process. 

Eight, what has been the impact of PRIs 
on women individually'.’ Why is it that so 
many of them say they do not wish to 
contest elections again, in spite of the fact 
that it has given them power and sicitus? 
Is it that they have only male role nuxlels 
that they do not wish to follow? Is it that 
thiscxpcricnce has tauglu them they cannot 
change the .system without joining it, in 
alliLscorruplion?Tliisnecdsdcc[)crprobing. 

Tlie experiences of women in the PRIs 
have been .so varied, across the three levels 
of the PRIs and the different states that 
except for some 'tautological' statements 
little can be said. 

We need to distinguish between wunicn 
who come from families with political 
background and those who can be termed 
'first generation political aspirants’ - 
women who drifted into PRIs due to the 
73rd amendment. Even though the 
amendment made the 'space' for both 
these to enter the PRIs, the alacrity with 
which they take to the new role will vary. 

The point to be noted is that hitherto, 
space for women to participate in insti¬ 
tutions like the PRI which arc in the ‘pubi ic 
sphere’ were negligible. Consequently, the 
early entrants have had only ‘male role 
models’ of political leadership.fSome of 


us will recall the paradoxical statement 
about Indira Gandhi being 'the only one 
wearing the {rants in the parliament’). Thu,s, 
we have had women in a double blind - 
to be .seen as effective, they have to take 
to masculine ways and when they do that 
they cease representing women’s interests. 

From everywhere, an often-heard 
comment is that many of these women 
would not like to contest in the next round 
of elections. Why is that so? Is it a pointer 
to their 'unsuitability' to assume leader¬ 
ship? Or an inability to cope with multiple 
and conflicting role demands? Or is it time 
we ask ourselves w hat it is about PRIs (and 
politics) that makes it unpalatable to half 
of humanity, even when it can determine 
the quality of life? 

Nine, What is the constituency for 
pancliayati raj? Is it women ns a gender? 
Is it the local electorate? We have seen 
that the changes that have s<» far neen 
brought about have come from the 'top' 
- the union of India, for a number of 
reasons. At the l(x:al level, there is a great 
deal of opposition - from tlie bureaucracy, 
from the established fxililiciun like the 
MLA. If they have little interest in PRIs, 
then who, other than a small luiinhcr from 
the urban elite, is inlcrcslcd in promoting 
the cause of PRIs - and of women within 
them. Is it not stiange that researchers, 
women’s groups and international organis 
ations are mure excited about the PRI 
experiment than the politicians? How else 
can we explain the steps hack that 
Karnataka has been taking? And if the 
system provokes such op|Xisition, then 
what can we do to supiuirt women within 
that system? It is a difllcult problem. 

Ten, there is an ethical problem for 
people like us. We have lefiortctl in this 
paper fiom our direct knowledge of the 
field. All are real situations. We have 
sfxiken of situations that would call foi 
official action if the 'authorities’ were 
aware of the identities of those we are 
talking of. But this would mean ad- 
ministiulive and legal intervention in local 
situations, resulting not from local events, 
but from our (>b.scrvation of them. What 
is our goal ~ to learn from what we have 
seen, or to (inadvertently) intervene, and 
cau.se changes of a type over which wc 
have no control, and in which there will 
be few winners and many lo.sers? Wc, of 
course will he far away from the local 
havoc. Clarity is needed in this matter. We 
would not like to cau.se trouble for those 
who have trusted us with information, 
with their confidence. This matter merits 
discus.sion too. 

In conclusion, for fundamental changes 
in .society, much more than PRIs arc 


requirol; but that does not mean PRIs are 
not important. That the PRIs as they are 
now are limited does not mean that they 
cannot be improved. PRIs as grass roots 
democratic governance institutions are a 
ticcessitry, but not sufficient condition in 
the transformation to a better social order. 
And in that transformation, enabling 
women’s purticipaiiim through reserv¬ 
ations is a first and imptmant step. 

In this process of social transforniation. 
there may be some negative unintended 
consequences - sub-optimal utili.saiion of 
rcsourecs, weakening of other IxKlics of 
governance, etc - not all these will 
automatically mean empowerment of 
women or cngen<Icring of the PRIs. 

Much moic will lx: needed if gender 
justice i.s to become the norm. And it will 
take lime. Wc must not be impatient. But 
it is important to Mip|x>rt this fledgling 
cx|H:riment in every way we can - if we 
ticlieve in denuKrucy at the gr.iss nx>ls. 

Notes 

n hi\ IS .III eiliteil veision of a buckgi'iuiul papei 
piepaa'il for the I'liilcd Nations Devriopiiient 
I’nigraiiinic, New Drilii. Thanks iiiv due to I INOP 
for invilin)' us lo wiitc lliis paper, which draws 
on earlier work by both authors. We are pralefiil 
lo Kalyaiii Meiion-Sen. K Sudarshan, and Lina 
ilanuleh lianerji tin erninnenis on an earlier draft 
which liave hel|n.*d us in iewTilin|{ it, ’Itu- views 
expressed, are, howcvci. (nirely persoii.il. | 

1 l-oi ex.iniplc. paitiLipalioii is iixire than a 
willingness to |>ay lor services the meaning 
given lo the lenn in some World Dank 
doeuincnis. See Jonaihan Ishani. Oeepa 
Niirayuii and Lain Prilchell. 'Does Paili- 
cipaiiim lin|mivr Peil'ornianee'’ l-'slablishing 
f'aiisalily with Suh|eetive Oala‘, 7/ie Woihl 
Hank l•calUlHlH■ /fei-ieie, Vol ‘I, No ?, May 
I‘105. In our eoniext, such willingness or 
aliilily lo pay may mil even be relevant. It is 
iinporluiil lo keep this in mind in this debate. 

2 A proposal louiiiend ihc ('onsliliilion lo reset vc 
one third of ihe seals in parliaiiicnl has been 
hanging fire for some lime now Wlx-n liider 
Kiiinar riujnil, as prime mimsier, tried lo 
iniriKluee Ihe hill in Ihe laik Sahha. none other 
ihaii Ihe prcsidcnl irf his Patty. Shanid Vadav, 
ii|>poscd him. The chances of such a hill being 
passed linik quite remote now. 

t Wc exclude llic urban bodies fFom this Mudy. 
Theirexpcnenccundeonicxi isiiilfercnl. Also, 
alicntion has frwused more on the follow- up 
of the ^^fli atnrndincnl than ol die 74ih 

4 For details ol Ihc Karnatuku law, see li K 
Chandr.-ishckar, 'Punehuyali Ra) Law in 
Kamainka- Janata Initiative in Dcecniral- 
istilion' .fc<#<nrwiirrtw//’i»////( til Hiv-i/v, Apiil 
2, 1*7X4 and ‘Paiichavali K.-i) Hill I’hc Real 
Flaw'. F.rw. July I,' IW' 

5 line ol Ihe e.iscs piesriileil in Seclinn It] is 
from a stale olliei lliati Karnal.ika. tnil, loi llic 
purpose.s of ihis paiicr. wc believe il makes 
no diflerciH.e. 

6 When llic Halwani Kui Mehta ('omiuiltee was 
cvaluaiing ihces|x-ricnee with IhcCommunily 
ITcselopmcnl Priit!r.iinuic in the late 196(*s, 
they II it (lie need lor greater lix-al participation 
by the. people in llic iinplementalion of 
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develupmeni prugraminM. In this view, they 
may be conceptualised as the third tier of 
development administration. But FRls have 
to be .seen as much inore. Administrating 
development schemes should be only one 
function of such bodies. 

7 Even here there was limited freedom. Given 
the judgment of the Supreme Court that the 
‘basic structure' of the Constitution could not 
be amended by parliament, it wa.s considered 
not possible to amend the Constitution to add 
a new list for local governments. The addition 
of such a list as a Schedule to the Constitution 
could be considered as tampering with the 
ba.sic stnieturc. Hence an enabling amendment 
which would empower the states to pass their 
own laws was the method cho.seii for this 
purpose. 

8 For urban areas, the 74th amendment provides 
for what arc called nagar palikas below the 
Slate government. This amendment also 
Itrovides fur district planning committees to 
bring rural and urban areas together. Women 
have a role in all this. But these institutions 
are not dealt with in this paper. 

9 llierc are delinquent slates - Bihar has yei 
to hold elections for panchayats. But that is 
another story. 

0 For more details on this issue, see Vinixt 
Vyasulu, ‘Panchayats: NGOs or Local 
Govemincnis'.*' unpublished paper. Bangalore, 
September l*)98. 

I In reality, there is much to be desired in how 
the gram sahha works - in Karnataka. 

12 On an average, there is rmc elected repre- 
.seniativc at this level fora(q>roximately every 
400 persons. 

13 In Karnataka, the current proposal to merge 
several grain panchayats into larger mandal 
panchayats, if carried out, will make the 
functioning of the gram sahha much more 
difficult. See Vinod Vyasulu. ‘Give die System 
a Chance’. Dn-nin Herald, (k-Usber I99R. 

14 Incidentally, all the problems discus-sed in 
social choice theory - from Arrow's im- 
possihiliiy theorem to Sen's general possibility 
theorem become relevant here. But this is 
aniMhcr story, to be pursued elsewhere. 

15 This has been home out by the ex|ierietu;c of 
Kerala, in the people's planning campaign. 

16 1'hey arc .still important in many parts of the 
country. See G Patanalhuri, ‘Women Parti' 
cipalion in Local Governance - A Case 
Analysis of Tamil Nadu' pa|vr presented at 
a national seminar on ‘Women in I'(x:al 
Governance; Exploring New Frontiers'. 
I^hruary 3-6, 1999, ISST, Bangalore. 

17 In a .seminal organised by the Institute of 
Six:ial Sciences and tlic Ford Foumlaliun in 
Bangalore on the January 6 and 7, 1999, it 
was pointed out that Iraiiilional panchayats 
still exist in many parts of the country and 
play an nnponant rote m settling disputes, 
because they have some kind of legitimacy. 
This is something that needs to tic investigated 
further. 

18 This wa.s very much an integral part of wluil 
Sunil Khilnani has called TIu- Idea iif India, 
Hamish Hamilion, London. 1997, 

19 This does not of course mean that there was 
no exploitation. 

20 In the l9K0s, the Janata Oal government led 
by Kamakiishrui Hegde was trying to show 
it wusdilferenl from the Congress then headed 
by Indira Gandhi. It hit upon panchayali raj 
usa woy of showing its democratic crcifentials. 
Abtlui Na/ir Sab uxik advantage of this 
situation to push through a very progressive 
law. This btu'kgruund is important to under¬ 


stand later developinenu in Karnataka. 

21 The 42nd amendment to the Constitution 
formalised this. The 44th amendment did not 
undo all that the 42nd amendment brought in. 

22 With time, a view developed that there was 
too much concentration of power in the union. 
This became crystallised in what has come to 
be known as die debate on centre-state lela- 
tions, and it has been particularly strong in 
the context of financial relations, it is an 
interesting feature of this debate that the 
arguments marshalled to support a devolution 
of power from the union to the states are 
resisted when it comes to further devolution 
to local levels. 

23 Unlike Karnataka, Tamil Nadu has not been 
very friendly to panchayati raj. There are 
impmiant differences too that we must not 
ignore. 

24 For an interesting analysis of diese issues, see 
Natendar Pani. Reforms TaPre-Empt Change, 
Concept Publi.shers, Delhi, 1982. 

25 Wc draw upon the papers presented at a 
Conference on 'assessing the role of women 
in panchayats’ held in Bangalore on February 
3-6. I'W9, by the ISST in this scctioit. 

26 This draws on personal discussions with die 
field co-ordinators of the Gandhi Peace Ccntie, 
who have been working in several districts of 
AP and who have observed this programme 
closely. 

27 See Vinod Vyasulu, ‘In the Wonderland of 
Primary Education', report submitted to (he 
Rajiv Gandhi Prathmik Siksha Mission, 
Bhopal, Augast 1998. 

28 History is likely to repeat itself, for it is likely 
dial these elections will be postponed on the 
ground that constituencies have lobe delimited. 
Tlie minister of panchayali raj. M P Prafcash, 
has submitted his resignation, but “will not 
press for its acceptance'. The political drama 
is being played out once again. 

29 When Chtm-cn-lai, former prime minister of 
China, was asked in the 1930s what he felt 
were the impacts of the French Revolution of 
1789, he replied that it was too curly to say. 
The caution is justified. 

.30 We have forgotten the fact that it was also 
meant for a limited time - 10 years ~ only. 

31 The relations between the SC/STs on the one 
hand, and the OBCs on the other are not 
simple. There can be exploitation by the 
intermediate castes as well, lire Bahujan Samaj 
Party, representing the dalits, dms not see any 
difference between 'upper' caste patties like 
the BJP and the Congress, and intcrmedialc 
caste parties like the Samajwodi Party, the 
Kashtriya Janata Party or even the Janata Dal. 
To view die SC/STs and OBC.s as natural 
allies may be nxitc the result of wishful thinking 
than realism. But this is another matter 
altogether. 

.32 The data have been taken from the appendices 
in K Subha. Karnataka Panchayat Elections 
J99.3, Institute of Social Sciences, Bangalore. 

33 There are many in the field who have told us 
that reservation of scats for women in the 
panc'*ayats is fine. But they have also gone 
on to say that reservation of positions of 
president and vice president for these low 
caste groups is not desirable. How are wc to 
interpret (his? 

34 This is not to deny the importance of state 
level studies. Nor is it to claim (hat Karnataka 
has actually done heller than others. It is 
simply to take advantage of the longer 
experience there of progressive legislation - 
and our own les.ser ignorance. We hasten to 
add that much can be learned - and must be 


learned - from die other slates. 

35 Clearly, Karnataka was much more than old 
Mysore. Several poria of the state had a diffeieni 
history. It look a while for a Karnataka gestalt 
to develop. This is often forgotten in studies 
that comment on one attpect or the other of 
this state's recent experience. The unevenness 
one sees is in part due to the different staaing 
points. 

36 The ZP president wrote the annual confidential 
report on the chief secretary' s work. This was 
withdrawn in the later law. 

37 This also is the case with the bill to reserve 
one-third of the seats in state assemblies and 
parliament for women. Some things have to 
be said even if there is no will to impiemem 
them. 

38 We may ask to what extent these bodies are 
government. They do not have police power, 
for example. This aspect we will .set aside in 
this paper. 

39 There was also an amendment to the earlier 
act in 1991.1 mention this only to diow that 
the local self-government $y.stem has yet to 
settle down. We may alsoexpect such churning 
to take place for some more time. 

40 This may simply be the logic of fractions, 
rather than any .social awareness. Forexample, 
one-third of 10 means 4 .• 40 per cent of the 
members. This could have happened in many 
gram panchayats. Karnataka may not deserve 
any special credit for its treatment of women. 

41 The department of women and child 
devetopment, in co-operation with UNICEF 
and many professionals, conducted some 
innovative orientation programmes fur women 
elected to gram panchayats. This luis been 
documented in the programme called Gramsat, 
available in cassettes. This was important in 
making thc.se women i«ali.se that they loo had 
a role to play in dealing with the finances ot 
panchayats. It encouraged them to take part 
in these mutters. 

42 This has been reported in publications of the 
Indian Sixiial Studies Trust in Bangalore. The 
Mydalola gram panchayat needs more careful 
study - which is why wc have not used it here 
as a ca.se. 

43 For example, Maiiri Pu.shpa's 'Verdict', in 
KatIm III, Rupa Publishers, 1993. 

44 Directed by Govind Nihalani, and a staple in 
training courses now. 

45 On the possible role of officials, and reform 
of the bureaucracy, see S K Das, Civil Service 
Reform and Structural Adjustment, Oxford 
University Press, Delhi, 1998. 

46 The changes brought in by an ordinance just, 
before elections were due - and which has led 
to cases ill the high court - has the effect of 
reducing the number of seats at the GP level. 
This will of course have a negative impact on 
many who were planning to conxst. Women 
arc likely to be among those who see the end 
of a possible political career. 

47 One example of this is the recent setting up 
of ‘all women' police .stations. These are still 
oddities, to be shown to visitors. Elsewhere, 
it is business as usual. This is not to say there 
must be no such stations. It is to argue that 
they must not be equated to zoos. 

48 See M K Bhat, D Rajsekhar and Neil Webster, 
People Centred Development - Panchayats 
and NGOs, Bangalore Consultancy Office, 
1996. for a discussion of these issues.’ 

49 Vinod Vyasulu, ‘Panchayats: Lcxial Govern¬ 
ment or NGOs?', paper presented at a seminar 
at the Centre for Study of Culture and Society. 
Bangalore, November 1998, for an elaboration 
of this theme. 
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Pension Scheme in Singapore 

Case Study and Implications 

Mukul G Asher 

Recent pension reform literature has appropriately stressed the importance of mandatory pre-funding as 
an important element in ensuring socially adequate, secure, and sustainable retirement financing. This paper, 
based on an analysis of Singapore's e.xperience, offers .several .suggestions for economies contemplating 
a move from non-contributory to contributory fully funded scheme.s. While pre-funding of retirement financing 
is desirable, to ensure intended re.sults, it is essential to give considerable attention to design, implementation, 
and regulatory issues. In particular, great care needs to be exercised in undertaking the investment of 
accumulated funds in a prudent, yet remunerative manner. 


I 

Introduction 

IT is well known that developing countries 
have achieved significant reductions in 
mortality over the past four to five de¬ 
cades. Some of them have also achieved 
substantial fertility declines. The two 
demographic phenomena together have of 
late heightened the concerns for various 
issues pertaining to the aged in general and 
pension reforms in particular. Pension 
systems everywhere are coming under 
scrutiny both by national governments as 
well as by international organisations such 
as the World Bank. Providing adequate 
real consumption stream for the old is a 
challenge many Asian nations have begun 
to face or will soon be facing. In this 
context, the ca.se study of .Singapiue pen¬ 
sion system, a system that has attracted 
considerable international attention, will 
be of benefit in terms of the implications 
that can be drawn. 

Singapore is an affluent city-state with 
the 1W per capita income of its icsidcnt 
population at US $ 32.«)4() (US $ 29,()(X) 
in PPP terms), the fourth highest in the 
world [World Bank 1998: 190.91]. In 
mid-1998, its total population was 3.87 
million, while its resident population, 
comprising citizens and permanent resi¬ 
dents, was .1.16 million [Government of 
Singapore 1999: Table 2.1, p 3]. The short¬ 
term foreign population thus accounts for 

18.2 per cent of the total population, and 

22.2 per cent of the resident population.' 

The median age of the resident popu¬ 
lation has been increasing since the late 
1960.S and more .so in recent years. It has 
increawd, for instance, from 28.3 years in 
1987 to 32.6 years in 1997; while the 
dependency ratio (residents under 1S years 
and those 60 years and over divided by 
the residents aged 15-59 years) over the 
■same period inercaised from 47.6 to 48.7 
[Government of Singapore 1998: Tables 1.8 
and 1.9, p 91- The proportion of resident 
population over 60 years of age increased 
from 8.5 per cent of the total in 1987 to 
.'0.1 per cent in 1998, while the share of 


those under 14 years declined from 23.7 
percent in 1987 to 22.7 {lerceiu in 1997 
I Government of Singapore 1998:Tablc 3.3, 
p 24], As a lestili, the old age dependency 
(those 60 years and over divided by those 
15-59 years of age) has increased rela¬ 
tively steeply Irom 12.6percent in 1987 
to 15.0 per cent in 1997. It i.s estimated 
that by the year 2030.29 4 per cent of the 
resident population of Singaporc will be 
above 60 years of age, while the elderly 
dependency ratio will tncrcasc lit 43.9 per 
cent. Moreover, over the three decades 
2000-30, average annual rate of popula¬ 
tion growth at an estimated 0.8 per cent 
will exceed the estimated average annual 
rate of labour force growth of 0.3 per cent. 

Life expectancy at birth in 1997 was 
75.0 years for males and 79.2 years for 
females [Government of Singaporc 1998: 
Table 1.11, p 10[. Since the current retire¬ 
ment age is 60-62 (which is to he gradually 
increased to 67 years) an average retired 
person will require retirement financing 
for a considerable period of time. 

Singapore's social security systetn is a 
mandatory, publicly managed, denned 
contribution (DC) typt* based on individual 
accounts. The main vehicle of the system 
i.s the Central- Provident bund (CPF), 
managed by the (.'PF Board, which is a 
statute^ authority under the ministry ol 
labour.^ The members of the CPF Board 
arc drawn from employers, unions, govern¬ 
ment. and professional experts. 

The rest of this papci is organised as 
follows. An assessment of the CPF is 
undertaken in .Section II. I'hc final section 
has .several observations derived Irom the 
Singa|X)re case study, which could have 
wider applicability, especially for coun¬ 
tries contemplating a switch from non- 
contributory to contributory fully funded 
schemes. 

II 

CPF: An Assessment 

The CPF was set up by the British 
colonial administration under the Central 
Provident Fund Act which came into force 
on July 1, 1955. Currently, only those 


employees who are .Singapore citizens 
and |>ermanenl residents am required to 
he contributors to the CPF. Their contri¬ 
butions enjoy certain lux benefits. Foreign 
workers, including professional expatri¬ 
ates arc not required to he CPF' coniribu- 
litrs, and {lension coiilrihutions by them 
01 their employers are not tax deductible. 

The CPF, iKing a provident fund, is 
based on individual account. The account 
once optMieil remains with the employee 
through job irunsition.s. The account is 
thus portable. The entire accumulated 
balances belong to the incinirer's estate at 
death, but are not subject to estate duties. 
Members of the CPF get annual account 
statements.* A telephone hotline allows 
members to check on their accounts' sta¬ 
tus at any lime. 

Since 1955, but particularly since l‘>68, 
the Singapore government has vastly 
expanded the scoju' t)f the CPF' to achieve 
a wide variety of economic, social, and 
other objectives. These include home 
ownership, pre-retirement investments, 
life, home, and health insurance, and others 
such as the loan .scheme lor tertiary edu¬ 
cation within Singapore, compulsory 
medical savings account, including for the 
self-employed, and the minimum sum 
scheme designed to provide regular 
monthly income after age 60 (Table !). 

Contribution rates. In line with the 
ambitious goals rcliccted m a variety of 
schemes, the contribution rates from the 
cmphiyers and employees have been in¬ 
creased significantly, and .so has the 
maximum monthly contribution (Table 2) 
Thus the nominal total contribution rale 
of 10 per cent (5 per cent from employee 
and 5 per cent from ciiiployert at the 
inception of the CPF was raised in a .scries 
of .steps to 50 per cent by July 1984 
(Table 2j .As a measure to combat the 
1985-86 recession, via a significant reduc¬ 
tion in the total wage cost of enteiprises 
across the board, the rate was reduced to 
35 pci cent. Once the recession ended, a 
gr,idual restoration of the rate was put in 
place. It was only in July 1994 that the 
then goal of long- term rate of 40 per cent. 
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with equal contribution rates from the 
employers and theemployees, was realised. 

The East Asian economic crisis begin¬ 
ning with the devaluation of the Thai baht' 
in July 1997 has necesiiitatcd another sharp 
reduction in the CPF contribution rate 
from 4() per cent to 30 per cent from 
January 1. 1999. Government’s view is 
that the cut wilt last for a period of two 
years. Restoration to 40 per cent rate how¬ 
ever could be gradual and take more time. 

Table .3 provides comprehensive data 
for the J 983-97 period from published 
sources for a number of characteristics 
of the CPF system. The following discus¬ 
sion is based on the data in Table 3, unless 
stated spccificaily to the contrary. 

Coverage: In analysing the CPF cover¬ 
age, a distinction between membership 
and contributors must be kept in mind. 
Any individual who has in his/licr work¬ 
ing life contributed to the Fund even once 
becomes a member and is regarded as 
such, in contrast, contributors refer to 
active contributors at agiven point in time. 
The contributors to labour force ratio, after 
reaching a peak in 1984 at 72.3 per cent, 
has shown a tendency to decline to slightly 
le.s.s than two-thirds by 1997. While this 
ratio is sensitive to the rate of un¬ 
employment, during the 1983-97 period, 
the unemployment among Singaporeans 
was minimal.'^ Among those excluded - 
about one-third of the labour force - arc 
foreign workers, self-employed, and some 
low-paid contract workers. Since foreign 
professionals have been fully excluded 
since September 1998, the coverage ratio 
in the future is expected todccline slightly. 

The self-employed (denned as tho.se who 
are not employees) numbered 242.4 thou¬ 
sand in 1997. or 12.9 percent of the total 
labour force | Government of Singapore 
1998:41,43|. While it is compulsory for 
the self-employed to contribute to the 
medisave .scheme, this is not the case for 
the CPF'. They however can jtiin volun¬ 
tarily and avail of tax deduction on the 
contributions. 

Members' contributions and with¬ 
drawals: Contributions of members as a 
percentage of GDP, after reaching a peak 
of 15.4 per cent in the mccssion year of 
1985. have shown a tendency to decline, 
teaching 11.1 |>crcent in 1997. A similar 
pattern is observed for the contributions 
to gross national .savings (GNS) ratio. 
After reaching a peak of 36.2 per cent in 
1985, it .subsequently declined to 21.1 per 
cent in 1997. 

Effective as from January 1999. the 
contributions to the CPF ate divided into 
two accounts as indicated in Table 4. The 
balances in the ordinary account (which 
accounts for the bulk of the total CPF 
contributions) can be used for housing. 


investments, and other such schemes. 

In most years well over half of all 
withdrawals are for housing, reflecting the 
importance of the CPF for financing 
housing from the demand side.^ Under the 
CPF approved housing scheme (Table 1), 
purchasers are allowed to withdraw their 
CPF savings to pay the 20 per cent down 
payment, as well as to service monthly 
mortgage instalments for purchasing gov¬ 
ernment constructed housing [for details 
.see Asher and Phang 1997:305-07]. Since 
March 1986. the mortgage interest rate for 
withdrawals for housing has been pegged 
at 0.1 per cent above the interest rate paid 
to CPF members on their balances. 

Outright subsidies for public housing 
have been kept to a minimum, and expen¬ 
diture on housing has nut comprised more 
than 2 per cent of total government expen¬ 
diture in any fiscal year. Public housing 
prices have been affordable, mainly be- 
cau.se land prices, paid by the MDB, are 
well below what private developers pay 
for their land. Under the Land Acqui.sition 
Act, 1966, the government and its agen¬ 
cies arc able to acquire land for any public, 
residential, commercial or industrial pur¬ 
poses, at pegged prices, which are gen¬ 
erally below the market rate.s.^ 

Since 1981, the CPF balances have also 
been permitted for purcha.se of private 
properties, both for use and as an invest¬ 
ment. The use of CPF balances is also 
allowed for various other approved invest¬ 
ments. 

The medisave account enables the 
members to pay for permitted hospitalis¬ 
ation and out-patient costs, and to pay 
premium for health insurance scheme for 
major illnc.sses, called medishield. The 
premium for medishield rises with age. 


but those with pre-existing medical con¬ 
ditions and who are most in need but often 
cannot afford the medical care, are not 
covered,® 

PriortoJanuary 1999,contributionswere 
also required in the third account, known 
as the special account. This account is 
meant purely for retirement. Even then, 
the amount accruing to the special account 
was just 10 per cent of the total contri¬ 
bution and only 4 per cent of the wage/ 
.salaiy. This is too meagre to take care of 
the needs of old age, if indeed the funds 
in the ordinary account and itredisave were 
more or less exhausted prior to retirement. 
Thus, in actual fact, the amount available 
to finance retirement is considerably 
smaller than what the high contributions 
may suggest. 

Tax treatment of pension funds: In 
Singapore, CPF contributions for citizens 
and pennunent residents areexempted from 
the income tax. For the year of assessment 
1997, CPF deductions by the individual 
income taxpayers alone amounted to 
$ 3,617 million or 2.5 per cent of GDP in 
1997. The value of the deduction to the CPF 
contributor depends on the marginal 
income tax rate applicable. Those outside 
the individual income tax net, about 75 
per cent of the labour force in 1997, of 
course, do not get any benefits from tax 
deductibility of CPF. For others, the value 
of the benefit from tax deductibility rises 
with the marginal income tax rate. The tax 
deductibility feature therefore reduces the 
degree of progress! vity of the income tax. 

In Singapore, accumulated income (for 
instance interest income and dividends 
from approved investments), capita) gains 
from pre-retirement withdrawals, includ¬ 
ing from stocks (except certain types of 


Table I : Various Schemfs u.sulk CPF Sysiem 


Type 

Scheme 

Year Ir.troduced 

Home ownership 

Approved housing scheme 

1968 


Approved residential property scheme 

1981 

Investment 

Singapore bus services (1978) share scheme 

1978 


Approved investment scheme (AIS) 

1986' 


CPF investment scheme (CPFI.S) - replacing AIS 

1997'’ 


Approved ntin-residential properties scheme (ANRPS) 

1986 


Share-ownership top-up scheme (SOTUS) 

1993 

Insurance 

Home protection insurance scheme 

1982 


Dependents* protection insurance scheme 

1989 


Medishield scheme 

1990 

Others 

Company welfarism through employers' contribution 
(COWBC) scheme'(discontinued January 1. 1999) 

1984 


Medisave scheme 

1984'* 


Minimum sum scheme 

1987 


Topping-up of the minimum sum scheme 

1987 


I-'inancing of tertiary education in Singapore 

1989 


CPF top-up scheme 

1993 


Ntiiei. a From October 19^3, divided into the basic and enhanced investment schemes. 

b From January 1,1997, CPFIS replaced the approved invesimeni scheme, thus eliminating 
distinction between the basic and enhanced investment schemes, 
c From January t, 1999. there will be no more new contributions to the COWEC fund. The 
scheme is therefore ctTectively discontinued, 
d From 1993. self-employed persons must contribute to the medisave scheme. 
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property transactions), and retirement 
withdrawals are all not subject to income 
tax. This is more liberal tax treatment than 
in other high-income countries where at 
least one of the three flows is taxable 
[Whitehouse 1999]. There is however 
rather large and recurrent implicit tax to 
the extent of the shortfall of the interest 
paid to CPF nwmbers relative to the actual 
,returns earned on investments of the fund. 

However, gratuities, annuities, and 
pensions not related to the CPF or not 
^plicabie to the public sector officers are 
taxed in Singapore (Lim and Ooi 1998]. 
For annuities, premiums paid to insurance 
companies are not taxable, while the sums 
received from the plans are taxable. This 
has created a disincentive for develop¬ 
ment of alternative pension plans, and for 
the annuities market [Lim and Ooi 1998]. 
Such a treatment also makes formal wage 
employment more attractive, and thereby 
inhibits risk taking and entrepreneurial 
activities even though the declared policy 
of the government is to encourage such 
activities. Singapore however, provides 
'an extensive set of tax incentives (mainly 
in the form of reduced company income 
tax rates) for approved fund managers. 
The 1998-99 budget for example, also 
provided for tax exemption on disposal 
related gains from unit trusts to the fund 
management companies. 

Adequacy of balances for retirement: 
Table 5 provides data concerning average 
CPF balances per member in relation to 
average monthly earnings for the 1987-97 
period. As indicated in the tabic, while the 
average balance per member increa.sed 
from $ 15,458 in 1987 to $ 28,633 in 1997, 
the average balances to average earnings 
ratio has shown a decline. While it would 
be more appropriate to estimate the bal¬ 
ances of the active contributors by age 
group and by gender to a.ssess the level 
of retirement financing, the required in¬ 
formation is not published by the CPF 
Board. However, it was found, for in¬ 
stance that the average amount withdrawn 
by those reaching the withdrawal age 
during October-December 1998 amounted 
to only 64 per cent of the average annual 
earnings. Ibis should be considered rather 
low in terms of the purchasing power 
needs of retired persons, notwithstanding 
the faetthat he/shc may have other sources 
of income during retirement, including 
family and community support. 

During the 1987-97 period, the annual 
compound growth in real wages in 
Singapore was 5.3 per cent. In contrast, 
fhe real annual interest rate on CPF bal¬ 
ances during the period averaged 0 per 
cent (Table 3). This implies that the CPF 
members are not sharing in the country’s 
economic growth, at least as far as the 


returns on the accumulated cash balances 
are concerned. Those who have availed of 
pre-retirement withdrawals for housing 
and real estate may have had higher re¬ 
turns depending on the timing and the 
price of purchase. But they will find it 
difficult to convert this into a retirement 
income stream through reverse mortgage 
and other means for a variety of reasons. 
First, reverse mortgages suffer from high 
transaction co.sts and imperfect markets. 
Second, in the case of Singapore, public 
housing, in which about 85 per cent of the 
population lives, is construmed on land 


which is only leased from the state. Thus, 
the ownership rights are incomplete.^ As 
the expiry dateof99-year lease nears(mo$t 
public housing is at most about 25 years 
old at present), truncated property rights 
would make it difficult to obtain a reverse 
mortgage. Finally, most of those who may 
need to rely on reverse mortgage are 
occupying older generation flats, which 
are unlikely to be in much demand. It is 
therefore not surprising that the reverse 
mortgage transactions .so far have num¬ 
bered less than 200, and have not involved 
public housing. 


Tahlii 2: CPF CtiNTHiBurioN Rati's 


(l‘er erntt 


Effective Date 

Nominal Contribution Rates (Per Cent)* 

BiTeciive 
Conlribuliim 
Rates (Per Cent)'' 
Total 

Maximum 

Monthly 

Contribution'' 

($)* 

Employer 

Employee 

Total 

July I9SS 

5.0 

5.0 

10.0 

9.5 

50 

September 1968 

6.5 

6.5 

13.0 

12.2 

300 

January 1970 

8.0 

8.0 

16.0 

I4.K 

.3(K) 

January 1971 

10.0 

10.0 

20.0 

18.2 

3(X) 

January 1972 

14.0 

10.0 

24.0 

21.1 

360 

January 1973 

15.0 

ll.O 

26.0 

22.6 

3'K) 

January 1974 

15.0 

15.0 

.30.0 

26.1 

450 

January 197.5 

IS.O 

1.5.0 

30.0 

26.1 

6(H) 

January 1977 

I5..5 

1.5.5 

31.0 

26.8 

620 

January 1978 

16.5 

16,5 

.33 0 

28.2 

O')!) 

January 1979 

20,5 

16.5 

37.0 

31.0 

I.IIO 

January 1980 

20.5 

18.0 

38 5 

32.0 

1,155 

January 1981 

20.5 

22.0 

42.5 

’ 35.3 

1.275 

January 1982 

22.0 

23.0 

45.0 

36.9 

I..3.50 

January 1983 

23.0 

23.0 

46.0 

.37 4 

1,380 

November 1983 

23.0 

23.0 

46.0 

.37.4 

1.840 

July 1984 

25.0 

25.0 

5t).0 

40.0 

2,500 

July 1985 

25.0 

25.0 

50.0 

40.0 

.3,(KI0 

April 1986 

10.0 

25.0 

35.0 

.31.8 

2.I(K) 

July 1988 

12.0 

24.0 

36.0 

.32.1 

2.160 

July 1989 

15.0 

23.0 

.38.0 

33.(1 

2.280 

July 1990 

16.5 

23.0 

39.5 

33 9 

2,535 

July 1991 

17.5 

22.5 

40.0 

.34.0 

2.4(X> 

July 1992 

18.0 

22.0 

40.0 

3.3.9 

2,4(8) 

July 19'J3 

18.5 

21.5 

40.0 

33.8 

2.4(X) 

July 1994 

20.0 

20 0 

40.0 

33 3 

2,4(8) 

January 1999'* 

to.o 

20.0 

30.0 

27.3 

I.X(X) 


Notes: * Thmughuul this paper, (unless speeiricd as U.S % ), reters lo Siiigj|HMe IKillars, which 
in mid-April 1999 is valued at $ 1.79 - liS .t l.(X). 

a The contrihuiion rales apply lo nuinihly wages exceeding $163 per month For ihusc 
earning below Ihix level, the ratcis are lower. Since July I98K, the rates h.ivc also been lower 
for those above SS years of age. The pensionable employees in Ihe public sccun also 
coniribute ai a lower rale. 

b Contributions as a share of total gross wage including employers CFF conirihulioir. 

_ + '•e 

'^elfedive “ * 

where r, s nominal employee rate 
r, s nominal employer rale 

c Tlie maximum amount in this column applies to those below SS years of age. The miixiiniim 
contribution is tower for those above SS years of age. Moreover, the maximum applies only 
to ordinary wages. For additional wages, such as bonuses, statutory conlribiilion rates 
apply without limits. Thus actual CPF contribution may excceu tlir ni.iximum specified 
in the column. 

d The cut is initially planned for two years. For those between ages SH amt fit) , the 
contribution rate is I6.S per cent (4 per cent hy the employer and I2.S per cent liy the 
emplovee): for those between 60 and 65 years of age. the contiibulion rale is 9..*i piT cent 
(2 per cent by Ihe employer and 7.5 per cent by the employee); foi those above 6.S years 
of age, the contribution rate is 7 per cent (2 per cent hy the employer and 5 per cent hy the 
employee). 

Source: Central novideni Fund, Annual Report, vanous years; The Siraiii Times (Singapoic). 

November, 25. 1998. 
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It has been argued that the minimum 
sum scheme (TaUe l).alongwith amounts 
invested undnCPF’s investment schemes, 
plus the potential for converting housing 
equity into retirement consumption (thro¬ 
ugh reverse mortgage, or through implicit 
contract with children, for example) could 
result in more adequate retirement pro¬ 
vision than cash balances alone may 
suggest. While this may be the case for 
a relatively small proportion of the CPF 
members, the indications are that there 
will be many who would still And them¬ 
selves with inadequate financial resources 
in old age. This is indicated by the fact 
that the median balance for the active 
contributors as at end 1997 was between 
$ S0,(XX) and S 60,(XX) (equivalent to about 
two years of mean wage) even when pre¬ 
retirement withdrawals for housing, and 
property and other investments are in¬ 
cluded. The inactive members are likely 
to have even lower balances. 

The main point here is that the CPF 
balances alone would be inadequate to 
finance retirement. In a recent survey, even 
among tho.se Singaporeans with CPF 
accounts, only 44 per cent indicated that 
the CPF would be sufficient for old age 
support [Chan 1998: Table 5, p 28]. The 
survey found that femaic.s were especially 
likely to find the CPF .scheme inadequate 
for financing retirement, with a va.st 
majority relying on their children for fi¬ 
nancial support [Chun 1998]. Both demo¬ 
graphic and altitudinal changes are likely 
to reduce the potential for relying on 
children to finance old age in the future. 
The virtual absence of the tax financed 
first pillar would thus bceven more acutely 
felt over time. 

Investment of CPF funds: Three sepa¬ 
rate pools of inveslible funds exist under 
Singapore’s CPF system. The first and the 
largest pool is the members' balances with 
the CPF Board. The second pool is the 
insurance fund.<-; and finally, there are the 
funds withdrawn and invested by the 
members. 

As at December 31, 1998, members' 
balances with the CPF Board amounted 
to $ 85,276.8 million (CPF-PAL Internet 
website). According to the CPF Act, these 
funds must be invested in government 
bonds .(and in advanced deposit with the 
Monetary Authority of Singapore, MAS, 
to be converted into government bonds at 
a later date). The bonds arc floating rate 
bonds issued specifically to the CPF Board 
to meetinterest and other obligations.They 
do not have quoted market values. What 
determines the floating rate? The floating 
rate is exactly identical to the interest rate^ 
paid by the CPF Board to its members. 
Since 1986, the intere.st rate paid by the 
CPF Board on members’ balances is a 


simple average of the 12-month deposit 
and month-end savings rate of the four 
major local banks, subject to a minimum 
nominal rate of 2.5 per cent as spelled out 
in the CPF Act. Currently, the interest rate 
on fixed deposits and on savings deposits 
are weighted equally. However, from 
July 1,1999, the fixed deposit weightage 
will increase to 80 per cent, with corre¬ 
sponding decline to 20 per cent for the 
savings deposits. This administrative 
change can be expected to lead to slightly 
higher rates to memlicrs as fixed deposits 
normally attract higher rates than savings 
deptrsits. 

Paying short-term interest rates for long¬ 
term funds, and further restiicting the rate 
to what four relatively insulated local banks 
pay on local currency deposits clearly 
shows the administered rather than the 
market determined nature of the return on 
CPF balances for the members. The return 
to the CPF members, in real terms was 
negative in five of the 11 years during the 
1987-97 period; while the average annual 
rale of return was 0 per cent for the tieriotl 
a.s a whole (Table 3). 

Given the large budget .sunilu.scs of the 
Singapore government over a consider¬ 
able period [Asher 1999], the CPF funds 
have not been needed to finance infra¬ 
structure or other government expendi¬ 
ture. How arc the CPF funds then ulti¬ 
mately deployed? Essentially, the CPF 
funds arc invested by the Singapore 
Government Investment Corporation, 
(GIC); and by government-controlled 
holding companies such as Temasek 
Holdings, ami other agencies. There is 
however, no transparency or public ac¬ 
countability concerning where these funds 
arc invested, and what has been the in vest¬ 
ment criteria and performance. These funds 
are however believed to be predominantly 
invested abroad. 'I'ransp.irency and public 
accountability arc therefore even more 
critical since fortunes in the external 
economics could change dramatically as 
evidenced by the case of economies af¬ 
fected by the cast Asian regional crisis 
since 1997. 

The second pool of invcstible funds 
comprises insurance funds (Table 1), which 
arc relatively small, amounting to only 
$ 15fX) million in 1997. These are invested 
in fixed deposits, negotiable certificates 
of deposit, equities, and bonds. Out-sourc¬ 
ing of these funds for investment is be¬ 
lieved to be much greater. Thus the as.set 
allocation for the insurance funds is much 
more diversified as compared to CPF 
balances. It is therefore not surprising that 
the rate of return on insurance funds is 
somewhat higher than on the CPF bal¬ 
ances (Table 3). However, because of thcii 
negligible weight in the total invcstible 


balances, the impact on the interest cred¬ 
ited to members *is also negligible. 

The third pool of investible funds con¬ 
sists of pre-retirement withdrawal by 
members under the CPF investment 
schemes. The primary aim was to enable 
CPF members, if they wished, to invest 
part of their CPF savings in approved 
instruments so as to enhance assets for old 
age. Over the years, the investment.scheme 
has evolved to provide CPF members with 
more options to invest their CPF .savings. 
Investment of CPF savings by members 
started in May 1986 under the approved 
inve.sttnciu .scheme (AIS) (Table 1). In 
October 1993, AIS wu.s liberalised into a 
iwi-ticr scheme - the basic and enhanced 
investment schemes. Finally these sche¬ 
mes were merged in January 1997 to form 
the CPF investment scheme (CPFIS) 
(Table 1). 

The CPFI,S permits individuals to invest 
in the stock markets cither diiectly by 
purcha.sing CPF’ approved trustee siocksi 
or indirectly ihmugh mutual funds (unit 
trusts). Memberscan also invest in endow¬ 
ment |x>hcics, gold, Singapore govern¬ 
ment bonds, bank deposits, and fiiiid 
management accounts. Apart from trustee 
stocks, CPF members can also invest in 
nine loan slocks li.sted on the main board 
of the sUKk exchange of Singapore. As 
at the end of June 1997, 4,11,235 CPF 
members (56.4 per cent of those eligible, 
but less than a sixth of total members) had 
withdrawn .$ 10.82 billion, 44 per cent of 
the potential amount of $ 24.6 billion 
eligible for investment. Thus, amount 
withdrawn lor investment per participat¬ 
ing member ($ 10.82 billion divided by 

TaIIII.4. IIISTMlHinlllN >h CPI' C.'dnikihiiiions 

AMOM. Dint-Ill Nl 'V-COI’NIMO Ml MIII'HS' Alii. 


Members' Per ('em iiftiila l (' oiiliihuliiii is liir 
Agc/'Yciiis tliilinary Meilisuve S|ieeial/ 
Aceouiil" .'eiouiil*’ Kclirviiieiil 


Account' 

July l‘m 

Undci tS 

7.S() 

I.S.O 

:(io 

.3.S-44 

■I2.% 

I7.S 

10.0 

4S and above 

70.0 

20.0 

to.o 

January I'JW 
Under .'t5 

RO.O 

20 0 

Nil. 

.3.1-44 

Ihl 

23.3 

Ntl, 

4S and above 

73.3 

2fi.7 

Nil. 


Nolc\ u Balanivs in llic iirdiiiary acuiiiiil may 
he used tor housing, apptiiveil invest■ 
mciils. insur.iiiee. ciliii'alinii, anil 
transfers to top up parents' retirement 
iiL coil lit. 

h liulaiiccs III (he mcilisave accriunt can 
lie u.seti lor hospitalisation eX|x:nscs 
<iii(t medical in.siiiancc. 

I. Ualances in the special accounl arc 
reserved lor old age and contingency 
purposes. 

Siiurir CPF Hoard Annual Report. 1V94. 
.Singapore, CIM- PAl welisiic. 
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4,11,235) amounted to $ 26.311. By May 
1998. the amount withdrawn had risen to 
$12.1 billion, of which only $400 million 
(3.3 per cent of the total) had been invested 
through 22 CPF approved unit trusts out 
of a total of about 120. Thus, individuals 
have chosen to primarily invest on their 
own. CPF Board does not provide inform¬ 
ation concerning the breakdown of invest¬ 
ments under CPFIS, even though such 
information must be readily available from 
its repotting requirements. It is however 
believed that a substantial part of the 
investible funds have gone into purchase 
of partial divestment of the state telecom 
monopoly, Singapore Telecom. Indeed, 
the government had provided di.scounts 
and outright subsidies to encourage CPF 
members to buy the Singapore Telecom 
shares in 1993 and 1996. 

From January 1, 1998, CPF-approved 
unit trusts were allowed to invest up to 
30 per cent of their funds in the following 
overseas markets: Malaysia, Thailand, 
Hong Kong.Taiwan, and South Korea, the 
US. the UK, and Japan. 

In May 1998, the Singapore authorities 
announced signiFicant relaxation of rules 
governing CPF approved unit-trusts. The 
changes cover a more transparent way to 
select CPF approved fund managers and 
the unit-dusts they offer; substantial 
liberalisation of permitted investment by 
the unit trusts; and greatly enhanced dis¬ 
closure requirements. Criteria for approv¬ 
ing the unit trusts have also been substan¬ 
tially liberalised. 

Fur the approved unit trusts, the 40 per 
cent limit on investment in non-trustee 
stocks, SO per cent limit on foreign cur¬ 
rency denominated investment, and speci- 
Tication of countries in which investments 
can be made, have all been removed. Only 
certain prudential nonns remain. The unit 
trust managements are to be encouraged 
to publicly declare the benchmark against 
which their performance is to be mea¬ 
sured. The CPF Board has classified 
various approved unit trust in terms of 
their assets diversification and risk levels. 
Their performance is to be regularly 
published; and an extensive educational 
campaign to enable CPF members to i n vest 
prudently has been launched. 

The authorities hope that the removal 
of the previous curbs on asset allocation 
would improve investment performance, 
and encourage CPF members to primarily 
invest through the unit trusts. The above 
measures arc also designed to encourage 
fund management industry, an area in 
which Singapore aims to develop a com¬ 
petitive advantage.^ 

Net rea)i.sed profit or loss (gro.ss rcali.sed 
profit plus dividends and interest less bank 
charges and relamd costs and CPF accrued 


interest on the entire investment amount 
withdrawn) are computed on September 
30 each year and credited to the accounts 
of memters. In addition to 1 per cent of 
value of stocks charged by stockbrokers 
on purchase and .sale of shares, approved 
banks also have a fixed dollar charge 
(subject to a maximum) per transaction of 
different types. Approved banks also levy 
a service or administrative charge. The 
fixed nature of the fees implies a larger 
proportionate burden on tliose with rela¬ 
tively small amount of investments. 

The expectation that permitting in¬ 
dividual CPF members to make their own 
investments would generate higher re¬ 
turns has not been fully realised. Thus, 
in each of the years during the 1994-97, 
less than 20 per cent of participating 
members realised returns above what they 
would have made had they left the money 
with the CPF, while in 1998. the full year 
ot the east Asian crisis, the corresponding 
proportion was only 10 per cent. In the 
aggregate, therefore, losses of those in- 
ve.sting exceeded gains. In ab.solutc terms, 
for in.stancc, during the period October 
1996 to September 1997, 11.7 per cent 
of the 4,34,802 members investing made 
a profit of $111 million, while the balance 
88.3 per cent made losses of $338 million 
[Business Times, Singapore, January 20, 
1998). One must wait to see how the 
members’ returns will perform in the 
aftermath of the recent liberalisation. 


in 

Implications 

Singapore’s CPF scheme has been often 
considered as highly successful in achiev¬ 
ing a number of socio-economic develop¬ 
ment objectives. CPF is more than a 
pension scheme. It also incorporates 
housing, health care and tertiary education 
financing components. To accommodate 
them, which have evolved gradually over 
time, contribution rates have had to be 
increased significantly, reaching 50 per 
cent of the wages at one point. High 
contribution rates and rapid economic and 
wage growth notwithstanding, the aver¬ 
age balances of the CPF members remain 
rather low. Simulation studies by the 
actuarial firm Watson Wyatt Worldwide 
in 19% have shown that assuming the 
typical use of the CPF. low. middle and 
high earner single individuals would need 
tocontribute additional 18.7 percent, 32.6 
per cent and 46.6 per cent of their monthly 
income to meet the benchmark replace¬ 
ment rate equal to thrcc-fourtbs of final 
income for a middle income individual. 
Given the high CPF contribution rates, 
additional contributions of this magnitude 
are not realistic and cannot be recom¬ 
mended. . 

A recent unpublished simulation study 
by Ixiong and Dasgupia (1998: 10) con¬ 
cludes that ‘the CPF, by and large, docs 
not adequately provideforold age security'. 


Table S; Average Balance Pi r Mfmblr* and Average Monthly Earnings 


(I) (2) (3) (4) (5)= (m2) (fi)=(4y(3) 

Year ' Average Monthly Average Monthly Average Average Balance Per Average Balance 
Earnings (Excluding Earnings Balance Member/Average Per Member/ 
Employer’s CPF (Including Per Member Monthly Earnings Average Moithly 
Coniributiun)’' Employer’s CPF ($) (Excluding Employer’s Earnings (In- 
($) Contribution)*’ ($) Contribution) eluding Employer’s 

Contribution) 


1987 

1176 

1.335 

1.54.58 

1.3.1 

11.6 

1988 

1273 

1426 

15790 

12.4 

II.1 

1989 

1398 

1608 

16313 

II.'' 

10.1 

1990 

I.S28 

1773 

18504 

12.1 

10.4 

1991 

1669 

1969 

20421 

12.2 

10.3 

1992 

1804 

2129 

22191 

12.3 

10.4 

1993 

1918 

2282 

21361 

11.1 

9.4 

1994 

2086 

2503 

23059 

11.1 

9.2 

I99.‘i 

2219 

2663 

24640 

11.1 

9.3 

1996 

2347 

2816 

29.503 

12.6 

iO.5 

1997 

2480 

2976 

28633 

11.5 

9.6 


Notes: a lnciu.si ve of all remuneratian received before deduction of the employee's CPFcontributions 
.i.id individual income lux. They include basic wage, overtime payments, commissions, 
allowances and other monetary payments, annual wage supplement, and variable bonus, 
b This is calculated as amount in column (2) -E employer’s CPF contribution (amount in 
column 2). This is only an approximation due to wage ceiling for employer’s contribution. 
* Anyone who contributed to C;PF at one lime or the other is a member. Hence. ilte number 
of members in any given year does not refer strictly hr alt those stationed in Singapore. Some 
who arc not citizens and permanent residents may nut come hack to Singapore to spend their 
retirement. Those who are permanent residents may be working abroad and hence are not 
active contributors. In general, the 'members’ are a fluid pool and strict comparability of the 
annual data on members i.<s not expected. 

Source: Average monthly earnings frpm Singapore Year Book of Manpower Statistics, Ministry of 
Manpower, Government of Singapore, 1997, Table 2.2. p 18. 

Average balance per member from data in Tables 1 and $ of this paper. 
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'Ilte reasons lor low err oaiances ana 
replacement rate lie primarily on exten¬ 
sive pre-retirement withdrawals, particu¬ 
larly for tousing. and on extremely low 
teal rates of return credited to members’ 
accounts. 

The above discussion as well as the 
details in Section II of the Singapore CPF 
system suggest that while the system has 
many strengths, particularly the emphasis 
on defined contributions (DC) and its fully 
funded (FF) nature, it also has some short¬ 
comings that need to be addressed. Spcci- 
fically, measures must be urgently taken 
to channel a greater proportion of contri¬ 
butions for the retirement needs; and to 
provide much higher real rate of return to 
members. Policy-makers would also need 
to consider ways to ensure minimum 
retirement income to the lifetime poor. 

The Singapore experience also lias wider 
implications for countries contemplating 
pension reform. 

First, it is essential to ensure that a 
country's social security sy.stcm is con¬ 
sistent with macro-economic stability in 
general, and fiscal sustainability in parti¬ 
cular. I'hu.s, tho.se countries which cur¬ 
rently have non-contributory pension 
systems for their public sector and other 
employees, should consider moving to 
contributory funded schemes. Such a shilt 
however must be carefully planned to 
ensure that the existing pension obliga¬ 
tions are honoured. At the minimum, 
initially only new employees could be 
required to move to a contributory, funded 
.scheme. In the second stage, incentive 
packages could be devised to make it 
worthwhile for existing young employees 
to also shift to the contributory scheme. 
Mechanisms would also need to be found 
for meeting the pension obligations al- 
read.' incurred. This is often a difficult 
problem, particularly for tho.se countries 
whose fisciil position is not strong I'fh- 
ompson 1998: Ch 8|. 

Second, policy-makers should recognise 
the importance of the maxim that the 
primary function of the pension system is 
to enable members to obtain financial .se¬ 
curity ill old age. Too many pre-retircmeni 
withdrawal .schemes dilute this maxim, 
and make the system unnecessarily com¬ 
plex. less transparent and socially and eco¬ 
nomically inadequate in the final analysis. 

Third, mandatory provident (or pension) 
fund contributions enable individuals to 
take advantage of the magic of compound 
interest Thus, thccarlicr an individual begins 
saving fur old age, the less amount he/shc 
needs to save to obtain a given level of 
financial security during retirement. But 
this requires the investment function to be 
performed in a prudent and remunerative 
manner. It is in this context that appropriate 


regulatory framework anddisclosurennnns 
become essential. Note also that investing 
most or all of the provident fund balances 
into government bonds is analytically 
analogous to the PAYG system as it will 
be the future generations from whose taxes 
the bonds will need to be serviced. 

Fourth, for adequate financial security, 
it is important to focus not just on the 
accumulation phase during the working 
life, but also the dccumulation phase, i c. 
how the accumulated funds will be dis¬ 
tributed. This is ncce.s.sary to protect in¬ 
dividuals against the longevity risk, i e, 
risk that an individual may live longer than 
the average lifespan for the gniup as a 
whole. Usually, annuities arc used to 
mitigate the longevity risk. It should 
however be strcs.sed that efficient capital 
markets arc ncccs.sary forthc development 
of the annuity products, and for the invest- 
nient function to be performed elTecti vely. 
It i.s also for this reason that capital markets 
reforms, while not the primary goal of 
pension reforms, are nevertheless critical 
for the success of pension reforms involv¬ 
ing pre-funding. Here aLsn the regulatory 
and supervisory mechanisms arc critical 
to protect the interest of the pension and 
provident fund members. 

Finally, efficiency in the iicrfornKincc 
of routine adininistrulivc functions of 
pension and provident funds, .such as tlic 
collccliun and piopcr recording of con¬ 
tribution, adminisiralionofvarious.si hemes, 
and prompt and hassle-tree payment of the 
benefits due to members, is essential not 
only to keep the transaction costs down, 
but also to enhance its legitimacy among 
the provident (or pension) fund incmlwrs. 

Notes 

[Research assistance provided by Kaliul Sen is 
graiciully .-ickiiowledgcd.l 

1 This has two sii’nificaiil .snd soniew'hal 
eonirasling implicalions foi siieiai seeiinly 
anangcinenls in Singapore. Firsl, the presence 
of Torcign workers in such a large number has 
enhanced llic economic and lax base available 
10 finance social security needs ol' the resident 
workers Second, it reflects the very o|>cn nature 
ol Singapore’s economy. This luiwevcr puls 
Severe conslrainl.s on the social scciirily options 
available lo Singapore This is ticcuiisc a highly 
o|ren economy is vciy much dependent on 
capital and professional manpower. Imih of 
whichcxhihil considerable factor pi iccelaslicily, 
nx|uiring tax burden on them to be kept low. 
Iniiividuats. thcrclorr. :ue lu bear a major part 
of financing llicir social security needs. 

2 There arc two other [K-nsion systems operating 
in Singapore wliicli dc.scrvc a brief incnliun. 
Tlie first is the iioii-cimlributory pension scheme 
for the govcmineni employees. Until IV73, all 
government employees were eligible lo he on 
the pension .cheme. However, in 1973 and 
I9H7 conversion exercises, then existing 
pensionable employees were given a choice to 
shift lo the CPP scheme. The response was 
mixed, with some employees electing lu slay 
with the pension scheme, while some shifieit 


to the CPFscheme. At piexeni.Mily new oHkers 
in the designated pensionable services 
(administrative service, police (senior) and 
inietligrnce service), and poliiicul appointees 
are on the pension scheme. As at January .31, 
l'>99, there were IV.tKK) [wnsioners. Their 
number is expected to decline over time as 
resliiclions on who is eligible for a pension 
hecome fully effective. The pensionable 
employers may choase nHinthly pension unlit 
death, a lump .sum paymciil, ta' a combination 
oi the two. Since 1995, the guvemmciil has 
.set up a scpaiate pension fund. 11ic original 
contribution to the fund was made fnnn the 
accumulated budgetary surpluses. In addilinii, 
ihcic IS an annual contrihulkm from the budget 
lo (be fund. As at March .31,199ti, the pension 
fund had balances ofS 11,657 initlion, slightly 
less than the $ I l,77(l million m the previmis 
year. It should he stressed that in spite of the 
selling up of the pension fund. (hr. govemmriu 
pension scheme is an essentially non 
conirihuiory, unfunded scheme, with the 
pension hcncliis U'ing paid on piiy-a.s ytm-go 
(I’AYCi) lia.sis. tliis plulosophy is indeed in 
.sharp contrast lo the philo.\o{ihy of tiv Cl'l' 
scheme, .Since the lop policy makers and 
politicians are on the iiriision sc heme, ihcir 
pension benefits iiir detcniiinrd on the basis 
of a diffea’iit philosophy than that of the r>‘si 
of the po|)ulalion. 

'Hie second pension scheme desci vingahiicf 
nietiticHi is ihc proviilciil fund scheme forcxnain 
categories of armed forces personnel called Ihe 
savings amt employers scheme (the 'savci 
scheme') 'rhis scheme caiiH' into existence in 
Maich l')9g. This liinil i.s managed by a iHuiid 
of iiusiccs appointed by ilie arnied forces 
council ,The board leceives inputs Irom 
priilrssion.il liiiul iiianugcrs and the Monetary 
Authority ol .Singapore, the eouniry's dc facto 
ccnital hank. Unlike pcnsimis, the balances in 
the. fund will not he liixcd: ihcre will he no 
salary ceiling on coniributinns; and those 
liclunging lo the fund will continue to enjoy 
post-retirement medical hcnelits us before, litis 
sclicmc is more generous than the CFF .scheme 
as it IS designed lu encourage miliiiiry olliccrs 
lo stay in service tor 211-2.5 years and retire at 
age 41).45, willihcnerils similar tollii ise outside 
the services retiring al age 55. issscntially. the 
scheme, in addition lo noimal CPI- 
contrihulinns, provides beiicfil.s ci|uivalcnt lo 
ID-12 |iercenl (211 percent f.ii olficers in lop 
giadc) of an (ilficcr's gioss muiiihly income 
III he deposited into iin olficcr's aiTount. whirli 
can lie wilhdniwii aftci .serving a specified 
period ol Him'. 

3 l-.xccpt for 19X7, when the iinemployineni rale 
was 4.0 percent, it hovered around 2.0 pri i cnl 
of the labour lorce during this |<eriiid. 
|(■llvcmm>■ut of .Singapon; I99X41|. 

4 It should lie umpiiiisiscd that the f'PI- balances 
arc nut used to linaiicc aetual consiruelion ol 
public housing. To enable iIk* goveriinHinl's 
housing and dcvciopmcni lauird (HDB) to 
coiisiiuct putilic housing and lo provide 
murigugc loans, Ihc governiiicnl from its 
budgetary sources has lics'ii providing loans at 
subsidised rales. Asm March I, tWX.according 
lo Singapore's hiidgei dociimcnls, total 
oul.standiiig loans lo Die HDfl from the 
governincnl budgcl .iiiiounicd lo S 5.5,070 
million. As Ihc h.ss been repaying loans 
ovei the year;., gross huilgetary suppon lo Ihc 
HUB is even higher 

5 Belwccii 1973 and !9X7. the governinenl ac 
(jiiircd land under tlic acl al 1973 rates rathci 
than al market rales In January 19KH. the 
pegged pi ice tor rompensalion was changed 
•o Ihc markcl value on January 1.19X6. If Ihe 
in.irkct value, at Ihe dale of a('(|Uisition. it 
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lower than the pegged price, then the market 
value is used, fur the purposes of compensation 
instead [Pbang 1997]. The government 
currently owns more than 8S per cent of total 
land in Singapore. It has recently announced 
its intention to move closer to paying market 
prices for any additional land acquired. This 
method of land acquisition has meant that the 
society, through the government, captures the 
capital appreciation on land. 

6 Deductibles, co-payment, yearly and life time 
limits, etc. mean that between one-third to 
two-thirds of the hospital bills (excluding 
post-hospitalisation care) will still need to be 
paid by (he individual member cither in cash 
or from the medisave account in the CPF. At 
present, there is no coverage for those who 
may require long-term care, but are nut 
hospitali.sed (Tan ct al 1999). As at December 
31. 1998, medi-shield schemes served about 
two million members and dependents. (CPF- 
PAL Internet webtiite), slightly less than two- 
thirds of the population. 

7 It should he noted (hat public housing ownership 
rights in Singapore are incomplete or truncated 
os the land on which the flats are constructed 
is Ico-sed from the state rather than owned. The 
lease period is usually 99 years. As the public 
housing programme is only three decades old, 
it is expected (hat us the remaining lease period 
becomes shorter, loans to purchase such older 
housing and value of such housing would 
decline. The government nevertheless embar¬ 
ked in 1989on a multi-billion dollar programme 
to upgrade the public housing estates, with the 
households paying between 10 and 35 per cent 
of the upgrading costs [Phang I997|. 

8 The interest is computed monthly and com¬ 
pounded and credited annually by the CPF 


Board. Interest paid on balances in the apecialf 
retirement account is I.S petcentage points 
higher than the rate paid on balances in the 
oidinaty account. 

9 The changes announced for die unit trusts do 
not provide for performance standard, or for 
regulation of the commission, 
administrative, and other charges, the spread 
between bid and offer prices and the like. 
As the average investment per member is 
likely to be relatively small, transaction 
costs of operating through unit trusts are 
likely to be of some significance. This area 
deserves much more attention of researchers 
and policy-makers than has been the case so 
far. It is towever interestiitg to observe that 
in sharp contrast to the CPF, the ‘savcrscheme’ 
for armed forces personnel has opted for the 
centralisation of the investment function with 
rofe!i.sional fund managers selected directly 
y the Board. The CPF has entrusted the 
choice of selecting unit trusts and asset 
allocation decisions to the individuals. The 
two contrasting mechanisms over time may 
provide information on their effectiveness 
in minimising transaction costs, and maxi¬ 
mising returns to the members. It would be 
u.scful to consider harmonising (he dis¬ 
closure requirements of the .SAVF.K Fund 
with those recently announced for the CPP 
approved unit trusts. 
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DISCUSSION 


Reforms in Rural Drinking Water Supply 

Perspective and Problems 

Veerashekharappa 


AT policy level, it is argued that the 
government should provide community 
drinking water supply systems. It is nec¬ 
essary that the community should assume 
the responsibility to maintain such as.sets 
on its own. In course of time it would be 
possible that even the additional capital 
costs for further expansion of the assets 
would be decided, managed and imple¬ 
mented by the community itself with limi¬ 
ted intervention of the state. This is the 
best solution for sustainable develop¬ 
ment of common a.sscls. 

Pushpangadan and Murugan's article 
'User Financing and Collective Action: 
Relevance for Sustainable Rural Water 
Supply in India’ {EPW, April 4. 1998) 
lends support to this argument. Many do 
agree with (he issues brought out in this 
article. Expenditure on maintenance is 
increasing and this will lake a large chunk 
of resources from the exchequer in com¬ 
ing years. Hence, resources left for aug¬ 
mentation of new schemes will be re¬ 
duced. A lot of thinking i.s taking place 
on these lines. The World Bank intended 
to push reforms in drinking water and 
environmental sector through this ap¬ 
proach. Hence, the u.scr financing and 
maintenance become essential for sustai n- 
ability of the system. At the same time, 
cross subsidy is necc.ssary for protecting 
the interest of households below poverty 
line. 

Many disagree in choosing and develop¬ 
ing institutions for maintainingthe .scheme. 
The degree of involvement of weaker 
section is marginal in co-operative insti¬ 
tutions. Our experience with co-operative 
institutions in rural areas in general, and 
particularly, in delivery .sy.stems was not 
appreciable (co-operative credit delivery 
system, weavers co-<jperati ve society, etc). 

In this connection I would like to share 
my observation and experiences, as I was 
involved in evaluating the Karnataka 
Integrated Rural Water Supply and Envi¬ 
ronmental Sanitation schemes in pilot 
villages. The major findings of the study 
is kept outside the purview of the present 
discussion. This project is assisted by the 
World Bank. The main aim of this project 
is to raise the quality of life of the people 
in rural area and reduce the burden on 


public exchequer by meeting the recurri ng 
expenditures on maintenance of source 
through self-generated revenue by village 
community. 

The objective of the project i.s to provide 
an alternative delivery system through the 
participatory approach. The key terms arc 
'alternative delivery system', 'integrated 
sharing of cost by community’, and ‘col¬ 
lective action through development of 
appropriate institutional arrangements’. 
Further, the expenditure incurred on 
maintenance will be borne by the commu¬ 
nity without any support from the govern¬ 
ment. Through this policy the govcmineni 
will be saving an appioximatc amount of 
Rs 75 crore per year. To that extent the 
burden on the government is being re¬ 
duced. 

The project is being implemented in 
three phases with a time lag, vi/, pilot 
phase (12 villages), phase I (238 villages) 
and phase II (876 villages). As cx|)cri- 
ences of one phase might be useful for the 
following phase, this project should end 
by December 1999 according to the time 
schedule. The cost of project is Rs 447.20 
crore, out of which 7 per cent (Rs 31 crore) 
will be mobilised through community 
contribution, a follow-on project with 
Rs 1,500 crore covering 3,(X)0 villages is 
being expected in Karnataka. .Similar 
projects are undertaken in other states too. 
Thus, the learnings from thi.s project arc 
useful not only for Karnataka, but for 
elsewhere too. 

In this project, the government, NOO, 
private sector and village community arc 
involved during the planning and imple¬ 
mentation stage, but the responsibility of 
maintaining the system entirely re.sts with 
the village community. Thus, community 
participation plays a major role in all stages, 
viz, planning, implementation, and opera¬ 
tion and maintenance. In other words, the 
project is designed to test the cffccti vene.s.s 
of community participation in project 
implementation and maintenance. 

The community shares 30 per cent of 
capital cost of environmental .sanitation 
and mobili.s<*s the resources for operation 
and maintenance of assets by collecting 
connection fee and tariff fixed for water 
by locally developed institution, village 


water .supply committee (VWSC). In fact, 
this committee owns total re.sponsibility. 
and functions as appropriate local insti¬ 
tutions for delivery of water services. This 
committee con.sists of two type of mem¬ 
bers; elected members of panchayat and 
selected members from the community, 
with 33 per cent repre.sentalion for women. 
The panchayat president is the ex officio 
chainnun of this committee. 

Before transferring the responsibility of 
operation and maintenance to VWSCs, 
the consultants appointed fur promotion 
of community participation will strengthen 
hands of VWSC. The consultants work 
with the community from the beginning 
of the project, and they impart skills to the 
community during the planning and imple¬ 
mentation stage. In the prixcss, they train 
VW.se members on inaintenant'e of the 
entire assets provided under the project.. 
While fixing the water tariff, the cro*!:: 
subsidy mechanism is .adopted. From 
private household connection, they col¬ 
lect both connection fee and tariff, whereas 
from a household drawing water from the 
public stand |)ost is charged only tariff, 
which is appmximately one-third of the 
tariff char^^'d to private household con¬ 
nection. The operation and maintenance 
(O and M) cost is expected to be met from 
these sources. 

The experience shows that the quality 
level and degree ol success of .services 
offered arc directly dependent on the re¬ 
lative .soundness of the VWSCs. Villages 
in which VWSCs were devoid of local 
politics and factions .showed better re¬ 
sults. In fact, in couple of villages, the 
villagers, sinking their differences, par¬ 
ticipated and formed VWSC, and to some 
extent, this contributed in accumulating 
the s(x:iai capital in the villages. All the 
villages mobilised the community contri¬ 
bution in a record time of two to three 
weeks by synchronising the inobi’isation 
with the harvest period. The amount 
collected from each household correlated 
positively with the economic status of 
households. Some household contributed 
the amount from the compcn.sation amount 
which they received on their crop failure, 
niegram panchayat members contributed 
their sitting fee to the scheme. 

This small contribution increased com¬ 
munity participation and made them 
as.sertivc in monitoring the quality uf 
works and brought the defect.s to the notice 
of authorities. For instance, in couple uf 
villages, the community, based on their 
observations, insisted for retesting 
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water quality, replacing distributary 
pipes, etc. 

All was fine till couple of months later 
VWSCs started facing difficulties in 
maintenance. The major problem was 
power failure. It resulted in inadequate 
and untimely supply of water. Further, 
frequent damage of the pumping motors 
aggravated the problem. The operation 
cost increa.sed more than anticipated. 

The VWSC found it difficult to meet 
the expenses from the designed sources 
of revenue. Finally, the village panchayats 
started supporting the maintenance of the 
scheme. 

Can we say from this that the commu- 
nity participation is successful at the stage 
of planning and implementation, but not 
at the stage of operation and maintenance? 
if so, what can wedo? Let us first examine, 
whether community participation in the 
first two stages has any influence on the 
third stage. 

Villagers have been able to mobilise 
their share of capital amount re({uired for 
environmental sanitation services, though 
the mode of mobilisation varies from 
village to village. The pre.sence of exe¬ 
cutive officials, specially in difficult 
villages, was often useful in mobilising 
community contribution. This has helped 
mobili.se resources, but has failed to raise 
among the people a sense of belonging 
that is required to raise the level of their 
commitment to programme sustainability. 
Under the pressure to achieve the targets, 
community contribution in several vil¬ 
lages was mobilised not from individual 
family but from .schemes which the village 
committee introduced, e g, taxing on trans¬ 
action of immovable property, touring 
cinema theatres and loctal industries, etc. 
It has been noted that the strength of 
community participation is related to the 
quality and timely construction of the water 
supply systems. In villages where water 
supply works were delayed community 
participation gradually ebbed. In a couple 
of villages, when these incidents couple 
with indifferance of officials, there has 
been a further decrease in involvement of 
the community during implementation 
.stage. Approximately, a lOpercent failure 
at planning stage has had 40 per cent of 
negative influence on O and M of the 
scheme. These incidences provide ad¬ 
equate ground to conclude that people’s 
sense of ownership gets alTectcd and their 
commitment to maintain the schemes 
gets eroded. 

Nevertheless, the capability for the 
sustained functioning of the VWSCs would 
depend on the scale of economy on the 
one hand, and on the inter-personal rela¬ 


tions among the VWSC members on the 
other. Whenever the need arose, the 
VWSCs have raised their voices in set¬ 
ting right any major breakdown in the 
system. Thus, the non-economic aspects 
influencing sustainability show bright 
prospects. 

However, in order to strengthen sus¬ 
tainability there is need to have proper exit 
policy in these villages. It has been noted 
in pilot villages that, after handing over 
the assets to the VWSC, there is no agency 
to support or guide the VWSC. This was 
a major lacuna which contributed to the 
failure of the functioning of the scheme. 
Hence, there is a need for an agency which 
would monitor and guide the VWSCs for 
another four years. This could be done by 
creating a federation and bringing all the 
VWSCs under its banner. For repairing 
the works, a cluster approach can be 
adopted by establishing a centre for repair 
worics at the mandal level. 
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